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PRESIDENT  S  PROPOSALS  FOR  REVISION  IN  THE 
SOCIAL  SECURITY  SYSTEM 


MONDAY,  MARCH  20,  1967 

House  of  Eepresentatives, 
Committee  on  Ways  and  Means, 

Washington,  D.G. 
The  committee  met  pursuant  to  notice  at  10  a.m.,  in  the  committee 
room,  Longworth  House  Office  Building,  Hon.  Wilbur  D.  Mills 
(chairman  of  the  committee)  presiding. 
The  Chairman.  The  committee  will  please  be  in  order. 
Our  first  witness  this  morning  is  our  colleague  from  Missouri,  Hon. 
Durward  G.  Hall.    Dr.  Hall,  if  you  will  have  a  seat  we  will  be 
pleased  to  hear  you,  sir. 

STATEMENT  OF  HON.  DURWARD  G.  HALL,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  MISSOURI 

Dr.  Hall.  Good  morning,  Mr.  Chairman  and  members  of  the  com- 
mittee. I  have  distributed  a  prepared  statement,  Mr.  Chairman,  that 
I  would  like  to  submit  for  the  hearing  record  and  I  would  like  to  simply 
summarize,  in  the  interest  of  time  and  knowing  how  busy  you  are,  some 
of  the  comments  therein. 

The  Chairman.  The  entire  statement  without  objection  will  be 
made  part  of  the  record. 

(The  statement  referred  to  follows :) 

Statement  by  Hon.  Durward  G.  Hall,  a  Representative  in  Congress  From  the 

State  of  Missouri 

Mr.  Chairman,  I  wish  to  thank  you  and  the  Committee  for  granting  me  this 
time  in  which  to  again  express  my  views  on  the  current  proposed  Social  Security 
legislation.  I  have,  incidentally,  divested  myself  of  any  official  capacity  in  the 
AMA,  but  am  still  proud  to  be  a  "doctor  in  the  House." 

First,  I  would  like  to  address  my  remarks  to  the  President's  current  proposals  : 

The  President  says  Social  Security  benefits  today  are  "grossly  inadequate," 
but  by  failing  to  define  what  he  regards  as  inadequate  he  leaves  the  impression 
that  the  Social  Security  system  was  designed,  of  and  by  itself,  to  provide  an 
"adequate"  income!  In  fact,  it  was  originally  intended  to  be  only  a  "floor" 
or  foundation,  so  as  not  to  relieve  individuals  of  their  obligation  to  save  and 
supplement  for  the  future.  I 

He  proposes  including  as  eligible  for|  Social  Security,  new  classes  of  people 
who  have  never  made  any  contribution  to  the  system,  and  who  therefore  would 
be  drawing  benefits  rightfully  belonging  to  others  who  have  contributed  to  the 
system.    In  my  opinion  this  is  overworking  the  "grandfather  clause." 

The  President  further  proposes  a  substantial  three-step  increase  in  the  wage- 
base  and  the  tax-base,  in  spite  of  indications  that  this  is  unfair  to  millions  of 
younger  Americans,  who  under  this  schedule  will  receive  far  less  in  their  re- 
tirement years  than  they  contributed  to  the  system. 
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I'm  fully  aware  that  everyone  in  our  society,  no  matter  who  they  may  be, 
would  always  like  to  have  more,  and  that  there  are  always  politicians  who  are 
more  than  willing  to  give  it  to  them.  I'm  sure  that  many  in  this  latter  category 
have  the  best  of  intentions.  They  simply  make  little  effort  to  fully  understand 
the  consequences  of  their  actions.  There  are  others  who  simply  have  no  con- 
science, and  who  always  wishing  to  be  popular,  think  only  of  today,  with  little 
if  any  regard  for  tomorrow,  or  future  generations.  Sadly  and  finally,  there 
are  dedicated  socializers  and  this  is  a  "tool"  to  them. 

I  have  always  tried,  and  I  believe  the  Members  of  this  Committee  have  tried  to 
think  of  tomorrow  as  well  as  today,  and  to  act  accordingly  on  the  issues  that 
come  before  us.  I  think  the  Bill  now  before  this  Committee  represents  a  "water- 
shed" in  the  history  of  Social  Security  legislation.  Depending  on  which  side  of 
the  ridge  we  descend,  we  will  either  preserve  the  system,  or  ultimately  do  it 
irreparable  harm. 

It  is  my  understanding  that  if  the  President's  proposals  are  adopted,  the  Social 
Security  system  at  maturity  (20  years)  will  result  in  a  maximum  joint  tax  per 
annum  of  $1252  on  each  fully  covered  individual.  For  the  self-employed,  the 
former  drug  store  operator,  and  the  small  businessman,  this  most  regressive  of 
all  taxes  would  be  70%  of  this  amount  or  almost  $900  per  year. 

And  even  these  astounding  figures  would  be  true,  only  if  the  Congress  in  the 
next  20-year  period  does  not  approve  a  single  additional  benefit !  History  shows 
such  an  assumption  can  only  be  made  at  the  nation's  peril.  For  surely  there  will 
be  other  Presidents  in  the  future,  who  will  have  to  fulfill  their  promises  of  a 
Great  Society,  or  a  New  Frontier,  or  what  have  you. 

Think  of  the  impact  of  our  economy  of  this  kind  of  tax  load,  of  the  money  that 
will  be  taken  out  of  circulation  and  out  of  the  stream  of  investment  that  provides 
new  jobs,  to  say  naught  of  states  and  communities  with  an  already  admittedly 
too  low  tax  income. 

Think  of  the  pressures  that  will  build  up  on  businesses  throughout  the  land  to 
cut  costs,  to  avoid  (if  at  all  possible)  taking  on  new  employees,  every  one  of 
whom  means  a  potential  overhead  cost  of  $628  per  individual,  per  year,  before  he 
has  ever  turned  a  wrench. 

Think  of  the  inflationary  aspects  of  passing  on  this  overhead  cost  into  the 
price  structure  of  all  goods  and  services,  for  surely  it  is  the  consumer,  including 
the  elderly  (whom  we  want  to  help),  who  will  suffer  from  such  continuing  infla- 
tion. If  there  is  any  one  thing  the  people  of  the  U.S.A.  now  want,  it  is  securing 
of  our  economic  system,  and  the  purchasing  power  of  our  dollar. 

Think  of  the  impact  that  raising  the  wage  base  to  over  $10,000  will  have. 
Who  will  be  penalized  from  such  a  high  tax  cost?  The  employer  who  tries  to 
pay  high  wages  to  his  employees,  and  who  ends  up  paying  much  higher  taxes  for 
his  effort.  Who  will  be  rewarded  from  such  a  high  tax  cost?  The  employer 
who  tries  to  get  by  with  paying  as  low  wages  as  possible.  The  more  employees 
he  has  at  wages  less  than  the  $10,000  maximum,  the  less  overhead  and  the  lower 
Social  Security  taxes  he  will  have  to  pay  on  each  one.  Surely  this  would  be  the 
exact  opposite  of  national  policy  as  established  by  the  Federal  Wage  and  Hour 
law.  Surely  this  is  regressive  taxation  at  the  peril  of  what  has  made  us  great 
and  strong ! 

The  President  then  asks  for  more  rigid  Federal  standards  with  which  the  vari- 
ous states  must  comply,  ignoring  complaints  from  many  Governors — including 
the  Democrat  Governor  of  Missouri — that  states  should  not  be  forced  into  any 
program  through  Federal  legislation  that  imposes  upon  its  citizens  additional 
State  taxes,  to  which  they  or  their  elected  representatives  have  not  consented. 

Finally,  the  President  makes  the  undocumented  statement  that  prior  to  Medi- 
care, many  older  Americans  "needlessly  suffered  and  died,"  because  they  could 
not  afford  proper  care.  Such  a  statement  is  patently  false  and  I  doubt  that  it 
can  be  supported  by  any  responsible  studies.  This  statement  and  his  other  pro- 
posals in  the  Social  Security  field  are  nothing  but  the  "old  bromide  prescriptions" 
of  the  1930's. 

Not  only  have  I  felt  compelled  to  answer  the  Social  Security  proposals  of  the 
President,  but  I  also  feel  compelled  to  reply  to  those  persons,  inside  and 
outside  of  government,  who  will  not  be  satisfied  until  they  see  medicare  expanded 
into  a  complete  national  health  service.  Such  a  step  presents  a  tremendous 
challenge  not  only  to  physicians  who  are  anxious  to  (and  worried  over  ability 
to) — render  quality  medical  care  to  all  patients;  preserving,  not  only  in  the 
health  field,  but  in  all  other  facets  of  our  lives,  the  stimulation  and  strength  of 
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free  enterprise  and  individual  initiative.  In  my  considered  opinion,  not  only 
would  personal  freedom  and  initiative  be  affected,  but  the  following  hazardous 
conditions  would  develop  by  the  further  expanding  of  our  present  national  health 
service : 

1.  Increased  government  control  of  health  care  will  result  in  a  deterioration 
of  the  quality  of  medical  services. 

2.  The  expansion  of  the  present  program  to  larger  segments  of  the  population 
would  compound  all  existing  problems  with  respect  to  crowding  of  hospitals, 
shortages  of  health  care  personnel,  and  the  increased  load  for  which  each  MD 
would  have  to  be  responsible. 

3.  The  provisions  of  the  so-called  "free"  program  develops  a  sense  of  entitle- 
ment in  the  beneficiaries,  and  reduces  their  incentive  to  contribute  to  the  cost  of 
their  own  medical  care.    This  is  obvious  and  extant ! 

4.  In  a  future  national  health  system  (if  it  should  come),  all  funds  would 
come  from  the  Federal  treasury.  Consequently,  health  would  be  forced  to  com- 
pete with  all  other  Federal  programs  for  the  tax  dollars  available.  It  has  no 
separate  department  now,  and  even  the  U.S.P.H.S.  is  rapidly  disappearing. 

Mr.  Chairman,  it  has  been  extremely  easy  for  me  to  discuss  the  fallacies  of  the 
President's  proposed  Social  Security  legislation  and  of  those  who  advocate  a  com- 
plete compulsory  national  health  program.  However,  to  reinforce  this  criticism 
I  have  proposed  positive,  responsible,  and  reasonably  progressive  alternative 
legislation : 

The  two  principal  segments  of  this  suggested  legislation  would  first,  provide 
for  an  automatic  Social  Security  increase  in  the  future  whenever  the  cost  of 
living  increases  3  percent  or  more,  and  for  an  across-the-board  increase  of  8 
percent  in  Social  Security  benefits,  now ! 

I  do  not  have  to  tell  this  Committee  that  the  inflation  we  have  been  experi- 
encing has  worked  a  severe  hardship  and  burden  on  our  citizens,  who  depend  on 
Social  Security  benefits,  and  also  those  who  have  tried  to  secure  their  own  future. 
Last  Congress,  as  a  Member  of  the  Republican  Task  Force  on  Aging,  I  intro- 
duced similar  legislation.  If  this  legislation  had  been  enacted  into  law  during 
the  89th  Congress,  the  recipients  of  Social  Security  would  have  already  bene- 
fited from  a  comparable  increase. 

I  think  that  you  are  also  aware,  Mr.  Chairman,  that  since  the  effective  date 
of  the  1965  Social  Security  increase,  the  consumer  price  index  has  increased  by 
5.3  percent.  If  our  Social  Security  laws  had  contained  an  escalator  provision 
(such  as  I  am  now  proposing),  this  hardship  would  not  have  been  imposed  upon 
our  senior  citizens. 

This  escalator  provision  is  patterned  after  similar  provisions  in  the  Civil 
Service  and  military  retirement  laws.  Furthermore,  it  would  establish  ma- 
chinery whereby  future  benefits  would  be  taken  out  of  the  hands  of  partisan 
politics. 

The  second  principal  section  of  my  Bill  would  provide  for  an  across-the-board 
increase  of  8  percent  in  Social  Security  benefits.  Based  on  information  and  the 
latest  actuarial  estimates  from  the  Office  of  the  Chief  Actuary  of  the  Social 
Security  Administration,  an  8  percent  increase  in  benefits  can  now  be  enacted 
with  no  increase  in  Social  Security  taxes,  or  in  the  erosion  of  the  existing  trust 
funds.  \ 

On  the  subject  of  the  Medicare  law,  Commissioner  Ball  of  the  Social  Security 
Administration  recently  stated  that  since  July  1,  1966,  the  percentage  of  beds 
occupied  by  persons  65  or  over  has  risen  from  25%  to  30%.  The  Commissioner 
will  recall  that  I  predicted  this.  Assuming  this  20%  increase  in  older  patients 
being  admitted  to  hospitals  reflects  the  removal  of  major  financial  barriers,  one 
can  therefore  assume  that  the  other  80%  were  capable  of  handling  this  problem. 
But  for  the  sake  of  this  dialogue,  let's  assume  that  50%  did  not  have  the  re- 
sources to  pay  their  own  hospital  bills.   Then,  the  question  logically  evolves : 

Should  the  American  people  be  taxed  to  pay  for  the  50%  of  those  who  can? 
Should  the  struggling  young  wage-earner  be  forced  to  pay  taxes  to  cover  the 
hospital  and  medical  costs  of  those  elderly  who  do  have  adequate  financial  re- 
sources? Mr.  Chairman,  the  President  himself  has  suggested  changes  insofar 
as  tax  liability  of  the  elderly  is  concerned.  In  effect  he  proposes  that  approxi- 
mately 1,200,000  of  our  elderly  .  .  .  those  with  "higher  than  average"  incomes, 
pay  sufficient  taxes  to  cover  the  tax  revenues  that  all  elderly  now  contribute. 
But  he  does  not  apply  this  same  principle  to  "medicare."  He  refuses  to  differ- 
entiate between  those  who  are  in  need,  and  those  who  are  not.   He  would  draw 
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no  line  between  income  levels,  even  though  he  proposes  doing  exactly  that,  on 
the  question  of  tax  liability.  Admittedly  this  Administration  does  some  strange 
things,  but  isn't  this  a  sign  that  it  changes  principles  to  fit  a  given  tactical 
situation? 

By  all  means  let  us  take  care  of  all  those  in  need,  whether  under  medical  and 
hospital  care,  or  for  those  who  are  totally  disabled ;  and,  in  this  latter  category 
this  certainly  constitutes  a  very  high  percentage  of  the  group.  But,  if  we  are 
to  preserve  the  best  system  of  quality  medical  and  hospital  care  in  the  world, 
let  us  benefit  from  the  experience  we  have  already  gained. 

Let's  not  assume  that  Congress  and  the  nation  are  forever  "hooked"  to  the 
past.  The  difficulties  which  are  being  experienced  today  were  all  predicted. 
On  January  30,  1967,  Senator  Harry  F.  Byrd,  Jr.  inserted  in  the  Congressional 
Record  on  Page  A308  an  article  from  "U.S.  News  and  World  Report,"  entitled 
"Europe's  Advice  to  United  States  on  Medical  Care."  It  would  well  be  worth 
the  time  of  this  Committee  to  review  this  article  and  the  experience  of  other 
nations  whose  paths  we  are  following  .  .  .  Sweden,  England,  France,  Ger- 
many, and  Italy,  not  to  mention  Canada  which  is  much  closer  to  our  doorstep. 

I  have  heard  the  argument  that  we  shouldn't  "rock  the  boat,"  that  more 
time  is  needed  to  gain  experience,  that  next  year  will  be  time  enough  to  try  to 
straighten  things  out.  Such  reasoning,  in  my  opinion,  is  wrong  in  principle 
and  dangerous  in  implication.  The  longer  we  delay  correcting  an  un-administer- 
able  law  the  harder  it  will  be  to  do,  and  the  more  damage  that  will  result. 

The  more  deeply  ingrained  the  present  program  becomes,  the  fewer  will  be  the 
opportunities  to  change  its  basic  direction.  Some  say  it's  simply  not  feasible 
politically,  but  a  look  at  the  last  election  shows  virtually  no  defeats  among  Mem- 
bers who  supported  the  motion  to  recommit  the  "Medicare"  bill,  and  substitute  a 
voluntary  plan  for  all  in  need:  and  37  defeats  among  those  who  opposed  the 
motion.    Isn't  this  a  practical  consideration  ? 

What  then  should  the  prescription  be  for  improving  the  program?  Without 
going  into  the  specifics,  I  think  these  principles  should  guide  the  Committee — 

1.  We  should  take  all  the  programs  that  now  relate  to  health  and  medical 
care,  whether  they  be  under  Social  Security,  OEO,  Economic  Development, 
Head  Start,  and  place  them  all  under  one  single  agency.  Only  by  so  doing 
will  we  eliminate  the  duplicity,  the  waste,  confusion,  and  the  inefficiency  that 
combines  to  create  such  tremendously  costly  and  unworkable  administration. 

2.  We  should  develop  a  health  and  medical  care  program  which  is  voluntary, 
not  compulsory ;  and  is  designed  to  help  all  those  who  need  help,  and  none 
of  those  who  don't. 

3.  We  should  bring  professionally  qualified  medical  people  into  the  develop- 
ment of  such  a  program  by  cooperatively  using  the  Roster  of  Scientific 
Medical  and  Allied  Personenl  and  Utilization. 

4.  We  should  institute  varying  deductible  and  co-insurance  with  income 
and  expenditures,  by  using  the  pre-insurance  mechanism. 

5.  We  should  provide  broad  Federal  guidelines,  but  vest  Administration 
in  each  State.  We  should  cover  all  needed  services  and  base  eligibility 
upon  a  statement  of  income  which  can  be  checked  by  income  tax  returns. 

There  is  no  time  like  the  present  to  undertake  the  task  of  meeting  needs  while 
preventing  the  chaos  that  seems  certain  to  develop  if  we  fail  to  act. 

Dr.  Hall.  I  strongly  urge  the  committee  to  consider  bills  which  I 
and  others  have  submitted  which  would  provide  an  immediate  8-percent 
increase  in  cash  benefits  under  social  security  and  additional  aid  pro- 
visions for  an  automatic  cost-of-living  increase  whenever  the  Con- 
sumers Price  Index  rises  by  a  margin  of  3  percent  or  more. 

I  believe  this  automatic  provision  will  help  place  social  security  on 
a  sounder  fiscal  basis  by  removing  it  from  politics  insofar  as  it  is 
possible  to  do  so. 

It  also  adopts  a  principle  similar  to  that  now  contained  in  our 
civil  service  and  military  retirement  laws.  I  think  this  approach  is 
far  to  be  preferred  over  the  legislation  introduced  on  behalf  of  the 
administration  by  this  committee.  The  future  tax  loads  that  would 
be  imposed  by  the  President's  proposals  are  staggering. 
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As  I  understand  it,  at  full  maturity,  20  years,  these  proposals  would 
result  in  a  maximum  joint  tax  per  annum  of  $1,252  on  each  fully  cov- 
ered individual.  For  the  self-employed,  which  includes  many  small 
businessmen  and  professionals,  the  tax  would  be  70  percent  of  this 
amount  or  almost  $900  per  year. 

The  impact  of  such  a  tax  burden,  regressive  as  it  is,  on  our  economy 
would  surely  discourage  high  employment,  and  the  inflationary  pres- 
sures as  this  high  overhead  is  passed  on  to  the  consumer,  including 
the  elderly,  would  surely  increase  to  grave  proportions. 

I  think  the  approach  which  the  Congress  takes  on  this  issue  will 
mark  a  watershed  or  peak  of  the  wave  in  the  concept  of  social  security. 
We  either  go  down  one  side  or  the  other. 

I  specially  want  to  call  the  committee's  attention,  Mr.  Chairman,  to 
the  comments  in  my  full  statement  on  the  "medicare"  program  and  to 
the  constructive  proposals,  the  responsibly  progressive  proposals,  that 
I  have  set  forth.  It  is  my  considered  opinion,  and  I  might  paren- 
thetically say  I  have  divested  myself  of  any  direct  connection  with  the 
policymaking  body  of  organized  medicine,  and  it  is  the  opinion  of 
many  other  knowledgeable  observers,  that  the  present  law  has  al- 
ready shown  itself  to  be  an  administrative  monstrosity,  imposing 
severe  financial  strains  on  hospitals  and  nursing  homes,  and  impos- 
ing new  burdens  of  paperwork  on  our  physicians,  doctors  in  general, 
and  imposing  impossible  conditions  on  the  insurance  carriers  or  the 
intermediaries,  and  I  have  taken  the  trouble  to  go  and  visit  many  of 
those. 

And  this  leads  to  the  very  condition  which  others  and  I  once  warned 
about,  and  which  are  clearly  portrayed  in  the  U.S.  News  &  World 
Report  article  inserted  in  the  January  30,  1967,  issue  of  the  Congres- 
sional Record  (p.  A309)  by  the  senior  Senator  from  Virginia. 

Much  of  the  public  may  be  generally  unaware,  Mr.  Chairman,  of  the 
turbulence  and  the  sense  of  crisis,  if  you  will,  that  exists  in  our  entire 
medical  framework,  but  it  is  there,  and  it  is  going  to  get  worse  if  we 
drift  along  with  the  program  as  now  constituted  in  my  opinion. 

It  can  and  it  should  be  changed  in  order  to  salvage  what  is  good  and 
necessary  and  to  change  or  eliminate  that  which  is  not.  I  believe  the 
principles  which  should  be  followed  in  changing  the  present  law  should 
include : 

(1)  Placing  all  health  and  medical  care  programs  under  one  single 
Government  agency,  whereas  at  the  present  time  you  will  find  health 
and  so-called  medicare  activities  under  social  security,  Public  Health, 
OEO,  HEW,  the  military,  and  so  forth.  We  should  and  must  elimi- 
nate duplicity,  the  waste,  the  confusion,  and  the  inefficiency  that  now 
exists. 

(2)  There  should  be  broad  and  there  must  be  broad  Federal  guide- 
lines in  my  opinion  for  health-care  programs,  but  the  administration 
of  them  should  be  dispersed  and  investigated  in  each  State  of  the 
Union. 

(3)  Unless  we  want  to  bankrupt  the  social  security  system,  and  I 
know  this  commitee  does  not  and  has  always  tried  to  protect  its  fiscal 
stability,  we  should  return  to  the  concept  that  the  Federal  Govern- 
ment should  assist  all  persons  who  need  help  but  not  those  who  do  not. 

(4)  This  can  best  be  done  in  my  opinion  by  instituting  varying  de- 
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ductible  and  coinsurance  features  with  income  and  expenditures  and 
using  the  preinsurance  principle  in  the  States. 

(5)  rather  than  the  cumbersome  means  test  usually  employed  I 
would  recommend  that  we  rely  on  a  simple  statement  of  income  that 
can  be  verified  by  an  individual's  income  tax  return,  and  as  we  get 
more  data  processing,  the  easier  it  will  be  to  throw  out  a  card  with  each 
return  that  will  base  qualifications  on  number  of  family,  income  per 
family,  and  so  forth. 

(6)  we  should  bring  professionally  qualified  medical  people  into  the 
devlopment  of  the  program  by  such  an  interim  committee,  for  example, 
as  that  of  the  roster  of  scientific  medical  and  allied  personnel.  This 
has  already  been  reduced  to  computer  tape. 

(7)  unless  we  are  willing  to  see  the  quality  of  medical  care  for  all 
sacrificed,  and  I  emphasize  quality,  Mr.  Chairman,  on  the  altar  of  Fed- 
eral care  for  all,  the  time  to  act  is  now,  before  the  present  program  be- 
comes so  deeply  ingrained  that  we  lose  the  chance  of  change  by 
initiative. 

I  think  I  can  assure  your  committee  that  if  we  are  willing  to  take  a 
second  look,  at  this  time  we  can  have  all  the  medical  expertise  that  we 
need  to  fashion  a  more  workable  program. 

Mr.  Chairman,  this  does  summarize  my  rather  lengthy  statement  in 
which  I  have  gone  into  detail  and  in  which  there  has  been  a  lot  of  , 
thought,  a  lot  of  visitation,  a  lot  of  research,  and  since  you  so  gra- 
ciously put  the  rest  of  it  in  the  record,  I  shan't  take  any  more  time,  but 
I  would  be  delighted  to  answer  any  questions  that  the  gentleman 
might  have. 

The  Chairman.  Dr.  Hall,  again  we  thank  you  for  coming  to  the 
committee  and  discussing  this  matter  with  us.  We  appreciate  very 
much  your  doing  it.  We  do  have  a  busy  schedule. 

Any  questions  of  Dr.  Hall  ? 

Thank  you  very  much. 

Dr.  Hall.  Thank  you,  sir. 

The  Chairman.  We  will  hear  now  from  William  F.  Ryan  from  the 
State  of  New  York.  Thank  you  for  coming  here  today.  You  are 
recognized. 

STATEMENT  OF  HON.  WILLIAM  F.  RYAN,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mr.  Ryan.  Mr.  Chairman,  I  appreciate  the  opportunity  to  urge 
favorable  consideration  for  several  urgently  needed  changes  in  the 
social  security  system.  I  have  introduced  these  proposals  in  the  House 
of  Representatives  as  H.R.  41,  1236,  1237,  1238,  1239,  1240,  and  1241. 

Two  of  the  bills  which  I  have  introduced  are  incorporated  in  the 
administration  bill,  H.R.  5710,  and  I  am  pleased  that  they  have  been 
accepted.  However,  there  are  other  improvements  which  are  just  as 
important  to  the  people  of  this  Nation,  and  they  need  to  be  made 
part  of  our  vital  social  security  system. 

My  bill,  H.R.  1237,  would,  as  would  H.R.  5710,  provide  benefits  to 
the  dependent  parents  of  a  retired  or  disabled  worker  under  social 
security. 

Under  present  law,  benefits  are  payable  only  to  the  dependent 
parents  of  deceased  workers.    But  clearly  the  need  for  benefits  of  a 
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parent  dependent  upon  a  worker  who  becomes  disabled  or  who  retires 
is  just  as  great  as  that  of  the  parent  who  was  dependent  upon  a  de- 
ceased worker.  The  present  provision  in  the  law  dates  from  a  time 
when  there  was  no  benefits  payable  on  account  of  disability.  More- 
over, with  increased  lifespans,  thousands  of  workers  over  65  still  have 
parents  living  in  their  eighties  and  nineties.  Mr.  Chairman,  this 
change  is  long  overdue.  I  urge  the  committee  to  accept  section  152  of 
H.R.  5710. 

Unfortunately,  the  administration  bill  does  not  go  far  enough  in 
improving  the  dependent's  benefits  part  of  the  system.  The  bill  needs 
to  go  one  step  further. 

The  theory  underlying  the  present  dependent's  benefits  structure 
under  the  social  security  system  is  that  the  benefits  are  to  replace  the 
income  lost  by  reason  of  the  death,  disability,  or  retirement  of  the 
breadwinner.  Under  present  law,  benefits  are  payable  to  certain 
classes  of  dependents,  based  on  certain  presumptions  of  dependency 
in  some  cases  and  on  an  actual  demonstration  of  dependency  in  others. 
However,  regardless  of  how  many  classes  of  dependents  may  be  named 
in  the  law,  there  will  be  those  who  will  find  themselves  without  any 
income  when  the  worker's  income  stops  because  they  did  not  happen 
to  be  one  of  the  named  dependents.  And  this  will  be  true  even 
though  they  were  completely  dependent  upon  the  worker  for  their 
support.  My  bill,  H.R.  1238,  would  remedy  this  situation  by  provid- 
ing that,  where  an  individual  proves  that  he  was  in  fact  dependent 
upon  the  worker  for  his  support,  he  will  get  benefits  even  though  he 
is  not  one  of  the  relatives  named  in  the  law.  These  cases  are  not 
common  enough  to  add  any  significant  cost  to  the  program,  yet  they 
are  common  enough  that  most  of  us  know  of  such  cases.  Perhaps  it 
is  a  worker  supporting  an  aunt  or  an  invalid  sister,  or  longtime  friend. 
The  situations  can  vary  as  much  as  life  itself.  My  bill  would  provide 
protection  to  these  people  who  do  not  happen  to  fit  in  with  the  typical 
dependency  situations  we  find  in  our  society.  I  hope  the  committee 
will  give  careful  attention  to  this  proposal.  The  thousands  who  now 
slip  between  the  holes  in  our  present  system  will  be  most  grateful. 

My  bill,  H.E.  41,  would,  like  H.R.  5710,  eliminate  the  provisions 
in  the  medicare  program  requiring  old  people  to  take  an  oath.  I 
understand  that  this  provision  has  been  held  to  be  unconstitutional, 
but  the  Congress  should  move  to  strike  out  this  unwarranted  provi- 
sion without  depending  upon  the  higher  courts  to  do  so.  1  would 
support  also  the  administration's  change  in  H.R.  5710  which  would 
eliminate  the  similar  provisions  in  present  law  which  deprive  people 
of  coverage  under  the  social  security  system  if  they  happen  to  work 
for  a  proscribed  organization — the  present  provision  even  applies  to 
the  charwomen  who  clean  the  office  at  night.  I  hope  the  committee 
will  approve  these  provisions  of  H.R.  5710. 

Mr.  Chairman,  it  is  disappointing  that  the  administration  bill  does 
not  include  other  important  changes  in  the  social  security  program 
which  I  believe  need  to  be  made. 

The  first  of  these  is  the  obvious  need  to  substantially  increase  the 
amount  of  earnings  which  a  social  security  beneficiary  can  have  and 
still  get  all  of  his  benefits.  It  is  very  unfortunate  that  H.R.  5710 
would  increase  this  amount  so  little — from  an  already  low  $125  to 
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just  $140  a  month.  This  amount  needs  to  be  raised  to  at  least  $300 
a  month— just  $75  a  week.  My  bill,  H.K.  1236,  would  do  this.  Cer- 
tainly we  should  not  have  provisions  in  the  social  security  law  which 
so  heavily  penalizes  those  aged  who  can  and  want  to  work.  I  hope 
the  committee  will  go  well  beyond  the  paltry  $15  a  month  increase 
recommended  in  the  administration  bill. 

I  urge  that  the  committee  give  favorable  consideration  to  my  bill, 
H.R.  1241,  which  would  allow  a  beneficiary  to  subtract  the  amount  of 
his  medical  expenses  under  the  so-called  retirement  test.  If  we  allow 
people  to  deduct  medical  expenses  for  purposes  of  the  income  tax  laws, 
we  most  certainly  ought  also  to  disregard  such  expenses  under  the 
social  provision  which  reduces  earnings. 

Mr.  Chairman,  I  was  glad  to  see  some  recognition  of  the  needs  of 
Federal  employees  for  social  security  protection  in  H.R.  5710.  But, 
here  again,  the  bill  does  not  go  far  enough.  It  is  not  enough  to  pro- 
vide a  patchwork  method  of  trying  to  fill  in  the  gaps  in  protection 
which  apply  to  Federal  workers.  What  is  needed  is  the  approach 
which  my  bill,  H.R.  1240,  would  take — an  approach  which  would 
cover  Federal  employees  under  social  security  in  the  same  manner 
as  employees  in  industry.  I  believe  the  proper  way  to  view  the  civil 
service  retirement  system  is  as  an  employer  retirement  system  com- 
parable to  the  best  offered  by  large  employers  in  the  private  sector. 
And,  like  the  situation  in  the  private  sector,  the  social  security  should 
be  the  basic  plan,  with  the  employer  plan  offering  supplementary 
protection.  This  is  the  system  which  has  been  so  successful  in  private 
pensions,  and  I  believe  the  Government  would  do  well  to  emulate  it. 
I  see  no  reason  for  continuing  the  present  discrimination  against 
Federal  employees.  I  urge  the  committee  to  report  out  a  bill  which 
will  accomplish  the  full  objective  of  making  the  Federal  system  truly 
effective,  by  adopting  the  provisions  in  my  bill. 

The  last  change  which  I  would  recommend  today  to  be  made  in  the 
Social  Security  Act  is  incorporated  in  my  bill,  H.R.  1239.  To  put  it 
simply,  my  bill  would  apply  a  provision  now  applicable  in  title  XIX 
of  the  act,  to  prohibit  the  imposition  of  duration-of-residence  require- 
ments in  the  cash  public  assistance  programs.  Mr.  Chairman,  the 
same  considerations  which  led  the  Congress  to  prohibit  such  require- 
ments in  the  medicaid  program  apply  also  to  the  cash  assistance  pro- 
gram. The  person  who  needs  money  to  meet  the  minimum  necessities 
of  life  needs  that  money  regardless  of  how  long  he  has  lived  at  a 
certain  address.  The  report  of  the  statutory  advisory  council  on 
public  assistance  made  in  June  1965,  had  this  to  say  about  this 
proposal : 

For  some  years  there  was  a  trend  toward  the  liberalization  of  residence  require- 
ments in  the  States.  Since  1950,  however,  very  little  has  been  done  to  relax  them. 
Today  only  a  few  States  provide  that  assistance  to  be  given  without  regard  to 
residence.  The  remainder  have  varying  requirements  up  to  the  maximums  per- 
mitted by  the  Social  Security  Act.  Many  States  take  no  responsibility  for  the 
nonresident  group. 

We  think  it  is  time  for  a  change  in  the  matter  of  State-determined  residence 
requirements  for  eligibility  under  the  federally  aided  public  assistance  programs. 
For  one  thing,  Federal  financial  participation  has  grown  considerably  since  1935. 
For  another,  beginning  with  World  War  II,  State  to  State  migration  has  greatly 
increased. 
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We  should  follow  the  advice  of  this  distinguished  group  and  remove 
these  provisions  now. 

Mr.  Chairman,  I  believe  my  recommendations  for  these  important 
changes  in  our  social  security  program  would  greatly  improve  the  pro- 
tection under  the  program  and  therefore  its  contributions  to  the  well- 
being  of  our  great  Nation. 

The  Chairman.  Mr.  Kyan,  it  was  good  of  you  to  come  here  today 
and  give  us  the  benefit  of  your  views.  Any  questions  ?  Thank  you. 
sir. 

We  also  have  with  us  today  our  colleague  from  the  State  of  Cali- 
fornia, the  Honorable  Harold  T.  Johnson.  Mr.  Johnson,  would  you 
please  come  forward  to  the  witness  table  ?  We  appreciate  your  coming 
here  today,  and  you  are  recognized. 

STATEMENT  OF  HON.  HAROLD  T.  JOHNSON,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OP  CALIFORNIA 

Mr.  Johnson.  Mr.  Chairman,  I  very  much  appreciate  this  oppor- 
tunity to  present  arguments  in  support  of  my  bill,  H.K.  4873,  legisla- 
tion amending  title  XVIII  of  the  Social  Security  Act  to  include  the 
services  of  optometrists. 

As  this  able  committee  knows,  title  XVIII  of  Public  Law  89-97, 
medicare,  compels  the  beneficiary  to  seek  services  from  three  kinds  of 
practitioners  only,  the  medical,  osteopathic,  and  dental.  The  four 
disciplines  which  independently  examine,  prescribe,  and  correct  one  or 
more  of  the  health  problems  humans  experience,  who  are  licensed  by 
every  State,  and  whose  educational  accreditation  is  accepted  by  the 
Office  of  Education  are  medicine,  dentistry,  optometry,  and  podiatry. 
Yet  title  XVIII  restricts  the  beneficiary  only  to  two  of  these  four 
disciplines :  medicine  and  dentistry.  The  significance  of  this  is  that 
services  which  are  regularly  provided  by  optometrists  for  their  patients 
can  only  be  obtained  either  from  doctors  of  medicine  or  osteopathy. 
Thus  the  intent  of  Congress — a  free  choice  by  the  patient — is  nullified. 

The  administrative  interpretation  of  the  law  provides  that  an 
optometrist  will  be  paid  for  this  services  only  if  some  medical  doctor 
has  ordered,  or  approved,  the  services  of  the  optometrist.  Generally 
speaking,  medical  doctors  will  not  authorize  the  health  care  services 
of  an  optometrist  nor  do  they  refer  patients  to  optometrists.  The 
American  Medical  Association  has  regarded  associations  between 
medics  and  optometrists  as  being  unethical  even  though  optometrists 
are  licensed  to  render  health  care  services  for  the  eye  in  every  State. 
This  viewpoint  goes  a  long  way  in  restraining  doctors  of  optometry 
in  the  practice  of  their  profession. 

It  would  seem,  therefore,  the  law  needs  a  provision  which  accords 
to  the  patient  the  freedom  to  seek  those  optometric  services  which  are 
authorized  by  the  act  from  an  optometrist  without  the  prior  or  sub- 
sequent approval  of  a  medical  doctor.  The  administrative  regulation 
should  make  it  clear  that  optometrists  have  a  status  coordinate  to  that 
of  doctors  of  medicine  with  respect  to  those  health  care  services  which 
optometrists  have  been  licensed  to  render. 
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Optometrists  are  legally  and  academically  qualified  in  all  States 
and  territories  to  perform — with  the  exception  of  course  of  surgery 
and  medication — all  of  the  vision  and  eye  care  services  medical  doc- 
tors are  now  performing  under  medicare.  Optometrists  are  perform- 
ing more  than  75  percent  of  the  vision  care  services  provided  to  the 
general  population  and,  because  there  are  some  17,000  of  them,  com- 
pared to  less  than  5,000  certified  ophthalmologists,  they  are  more  readi- 
ly available  and  are  widely  distributed.  In  addition,  affording  the 
beneficiary  freedom  whether  to  obtain  health  care  authorized  by  the 
act  from  an  optometrist  will  avoid  paperwork  involved  in  securing 
medical  approval  or  certification  of  the  optometrist's  services. 

The  inclusion  of  optometrists  within  the  legal  definition  of  "physi- 
cian" is  not  new.  Several  State  laws,  including  my  own  State  of 
California's,  place  optometrists  within  the  definition  of  physician  for 
the  purpose  of  the  State's  workman's  compensation  programs.  The 
inclusion  under  the  medicare  program  of  optometrists  as  "physicians" 
solely  for  the  purposes  of  title  XVIII,  differs  in  no  way  from  the  simi- 
lar purpose  of  Congress  when  it  defined  dentists  as  physicians  for  pur- 
poses of  the  act. 

Incidentally,  Mr.  Chairman,  optometry  is  currently  providing  more 
than  500  commissioned  officers  for  the  military  services,  100  of  them 
recently  drafted  from  essential  and  critically  important  civilian  prac- 
tices. 

It  appears,  however,  that  if  the  act  remains  as  it  now  is,  optometric 
services  being  included  in  the  act,  but  optometrists  cut  off  from  the 
provision  of  its  covered  services,  that  the  livelihood  of  the  more  than 
17,000  optometrists  of  the  United  States  will  be  seriously  affected. 

The  omission  of  the  optometrist  as  a  provider  of  professional  service 
is  a  serious  one,  not  only  for  the  patient,  but  also  because  it  places  an 
additional  burden  on  our  already  overworked  ophthalmologists.  The 
greatest  demands  and  the  greatest  needs  for  optometric  services  are 
among  persons  65  years  of  age  or  older,  those  for  whom  the  medicare 
program  was  intended. 

Finally,  optometrists  are  members  of  the  only  profession  requiring 
a  minimum  of  6  years  of  education  at  the  university  level,  4  years  of 
which  are  devoted  solely  to  studies  of  the  eye  and  vision  care.  They 
are  in  the  only  profession  licensed  exclusively  to  serve  the  vision  needs 
of  the  Nation.  To  obtain  this  license  they  are  examined  by  State 
boards  appointed  solely  for  this  purpose.  Certainly  I  would  hope  to 
see  this  profession  included  in  the  medicare  program  and  urge,  there- 
fore, your  favorable  considerable  of  H.R.  4873  or  similar  legislation 
which  would  accomplish  this. 

Thank  you. 

The  Chairman.  Thank  you  for  coming  to  the  committee  and  giving 
us  your  views.  Are  there  any  questions  of  Mr.  Johnson  ?  We  thank 
you. 

Our  next  witness  is  the  Honorable  Olin  E.  Teague  from  the  State 
of  Texas.  It  was  good  of  you  to  take  time  out  of  your  schedule  to  come 
before  us.   You  may  come  forward  and  proceed. 
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STATEMENT  OF  HON.  OLTN  E.  TEAGUE,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  TEXAS 

Mr.  Teague.  During  the  past  year,  in  both  original  and  revised 
versions,  the  Department  of  Health,  Education,  and  Welfare  has  is- 
sued regulations  for  participation  of  independent  medical  labora- 
tories in  the  medicare  program  across  the  country. 

If  unchanged,  these  regulations  will,  within  5  years,  destroy  many 
of  these  laboratories  which  now  competently  serve  some  50,000  phy- 
sicians and  20  million  patients  a  year. 

If  unchanged,  these  regulations  would  force  the  almost  immediate 
closing  of  many  of  the  laboratories.  Most  of  the  remaining  labora- 
tories would  be  forced  to  close  by  J une  31, 1971. 

The  intent  of  the  medicare  program  was  to  integrate  all  available 
and  adequate  resources  into  a  program  of  total  health  care. 

The  HEW  provisions  would,  on  the  other  hand,  deprive  the  elderly, 
and,  in  the  long  run,  nearly  all  Americans,  of  the  convenient  services 
of  the  independent  laboratories  and  their  reservoir  of  trained,  expe- 
rienced, and  fully  qualified  personnel. 

These  laboratories  have  performed  well  for  many  years  under  pro- 
ficiency evaluation  programs  conducted  by  professional  associations 
and  have  been  accepted  by  their  communities.  Their  staffs  are  recog- 
nized as  qualified  scientists  equipped  by  education  and  experience  to 
perform  certain  medical  testing. 

In  the  public  interest,  they  should  be  permitted  to  continue  to  prop- 
erly and  efficiently  serve  in  the  future. 

In  the  public  welfare,  they  should  be  subject  to  an  on-going  evalua- 
tion program  which  would  insure  their  continued  proficiency,  rather 
than  be  faced  with  arbitrary  regulations  which  would  mean  their 
total  destruction. 

The  Chairman.  Mr.  Teague,  we  thank  you  for  your  statement. 
Does  anyone  wish  to  put  any  questions  to  Mr,  Teague?  If  not,  thank 
you  again. 

The  Honorable  Fernand  J.  St  Germain  from  the  State  of  Ehode 
Island  is  our  next  witness.  It  was  good  of  you  to  take  the  time  to 
come  before  the  committee  to  give  your  views.    You  are  recognized. 

STATEMENT  OF  HON.  FERNAND  J.  ST  GERMAIN,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  RHODE  ISLAND 

Mr.  St  Germain.  Mr.  Chairman,  one  of  the  glories  of  an  affluent 
society  is  its  ability  to  adequately  care  for  its  senior  citizens — to  care 
for  those  citizens  who  generously  contributed  toward  the  greatness  of 
our  Nation  and  who  have  now  reached  the  sunset  of  their  lives. 

Though  ours  is  a  most  affluent  society  which  possesses  the  ability  to 
adequately  care  for  its  senior  citizens,  we  have  nevertheless  failed  to 
do  so.  It  is  shocking,  I  think,  to  learn  that  this  country,  which  is  the 
wealthiest  in  the  world,  uses  less  of  its  national  wealth  for  the  social 
welfare  of  its  citizens  than  other  advanced  industrial  nations  and  fre- 
quently less  than  many  poor  and  developing  nations.  While  West 
Germany  and  Luxembourg  use  17  percent  and  16.8  percent,  respective- 
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ly,  of  their  gross  national  product  for  social  welfare  measures,  the 
United  States  uses  only  7  percent. 

We  have  not  adequately  met  our  overall  social  welfare  obligations 
and  we  have  particularly  failed  to  give  our  senior  citizens  a  just  return 
for  their  labors  while  sending  billions  of  dollars  overseas  to  care  for 
others — many  of  whom  may  one  day  turn  against  us. 

The  failure,  I  believe,  has  been  a  legislative  one.  We  have  failed 
to  take  into  account  the  problems  inherent  in  a  dynamic  economy  and 
society.  Though  our  intent  has  been  good,  we  have  failed  through 
the  years  since  the  inauguration  of  the  social  security  program  to  make 
legislative  provisions  which  would  enable  adequate  and  timely  adjust- 
ments of  social  security  benefits  in  accordance  with  changes  in  the 
cost  of  living. 

Oh  yes,  we  have  made  periodic  increases  in  benefits  in  an  effort  to 
maintain  the  purchasing  power  of  social  security  beneficiaries  through 
the  years  but  such  periodic  adjustments  have  been  far  too  few,  too  little, 
and  too  late. 

Rather  than  providing  a  realistic  and  elastic  system  of  payments  that 
closely  adhered  to  the  cost  of  living,  we  let  our  senior  ctizens  get  by 
as  best  as  they  could  on  a  fixed  pension  while  rising  costs  of  living 
robbed  them  of  their  purchasing  power. 

Far  too  many  of  our  senior  citizens  have  known  the  agony  of  trying 
to  sustain  oneself  on  a  fixed  social  security  pension  while  the  cost  of 
living  leaps  far  ahead.  To  illustrate,  during  a  7-year  period,  begin- 
ning in  1958,  we  experienced  an  increase  of  over  8  percent  in  the 
Consumer  Price  Index  while  the  cost  of  services,  which  mostly  affects 
the  elderly,  increased  over  16  percent.  However,  during  the  same  pe- 
riod social  security  beneficiaries  received  no  increase  in  benefits  to 
offset  these  increases. 

It  is  time  now,  Mr.  Chairman,  to  take  the  necessary  legislative  action 
to  see  to  it  that  our  senior  citizens  will  never  have  to  experience  this 
agony  again.  I  am  speaking  of  the  establishment  of  an  escalation 
clause  whereby  any  appreciable  increase  in  the  cost-of-living  index  will 
be  accompanied  by  a  matching  rise  in  social  security  benefits.  During 
the  89th  Congress,  I  introduced  legislation  to  accomplish  this  and 
I  intend  to  do  so  again  in  this  90th  Congress. 

We  are  not  speaking  of  a  small  segment  of  our  society  when  we  re- 
fer to  our  senior  citizens  who  rely  on  social  security  payments  to  sus- 
tain themselves.  There  are  almost  22  million  Americans  numbered 
in  this  group.  They  deserve  our  vigorous  attention  and  support.  We 
must  assure  them  that  their  golden  years  will  be  lived  in  the  dignity 
for  which  they  worked  so  hard  to  attain  and  will  not  be  darkened  by 
poverty's  long  and  ugly  shadow. 

Though  many  of  our  citizens  have  found  other  financial  means  to 
sustain  themselves  after  reaching  their  sixties,  the  overwhelming  ma- 
jority of  the  population  reaches  retirement  age  with  social  security 
as  their  only  benefit. 

This  problem  of  which  we  speak  is  becoming  increasingly  acute 
because  people  are  living  longer  and  longer  and,  consequently  ?  must 
depend  upon  social  security  payments  for  more  years  of  their  life. 

We  cannot  expect  these  people  to  manage  today's  living  costs  on 
yesterday's  fixed  income.    Through  the  many  years  of  their  retire- 
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ment,  we  must  continuously  adjust  social  security  benefits  to  living 
costs.  This  should  not  be  left  to  the  cumbersome  legislative  process 
of  periodic  increases  as  voted  by  the  Congress.  It  can  only  be  accom- 
plished by  the  establishment  of  an  escalation  clause  whereby  rises  in 
the  cost  of  living  will  be  matched  by  automatic  increases  in  benefits 
without  the  necessity  of  legislative  action  on  the  part  of  the  Congress. 
An  automatic  increase  provision  in  our  social  security  law  is  essential 
for  inflation  strikes  more  rapidly  than  the  Congress  acts.  Let  me  also 
note  here  that  had  such  a  provision  been  instituted  in  the  past,  there 
would  be  no  need  for  all  of  us  to  be  here  at  this  hearing  today.  We 
would  not  have  to  expend  the  precious  time  of  so  many  people  in  and 
out  of  the  Government.  We  would  have  the  means  whereby  social 
security  benefits  could  be  kept  alined  to  the  cost  of  living,  and  conse- 
quently, Members  of  the  Congress  could  be  directing  their  attention  to 
other  things  rather  than  hassling  over  how  much,  when,  and  how 
social  security  benefits  should  be  increased. 

The  time  has  come  to  modernize  and  improve  the  social  security 
system  so  that  older  Americans  can  live  out  their  retirement  in  dig- 
nity and  self-respect  and  not  in  poverty  and  despair. 

A  more  realistic  approach  must  be  made  to  meeting  the  problem  of 
our  senior  citizens.  In  addition  to  the  establishment  of  an  automatic 
increase  provision,  I  believe  that  greater  incentive  should  be  given  to 
these  citizens  to  participate  on  a  part-time  basis  in  some  constructive 
work.  We  should  not  penalize  those  who  can  engage  in  some  work 
that  will  perhaps  ultimately  prove  to  be  of  benefit  to  all  of  us.  I 
think  that  a  greater  allowance  for  other  income  should  be  made  than 
afforded  under  our  present  laws  and  as  proposed  by  the  administra- 
tion. 

This  practice  of  giving  and  taking  away  has  particular  relevance 
to  our  pensioned  veterans.  On  the  one  hand  we  increase  social 
security  benefits,  and  because  of  this  increase  in  income,  on  the  other 
hand  a  veteran's  pension  is  reduced  by  a  greater  amount  than  the 
increase  in  social  security  benefits.  Thus,  he  would  have  been  better 
off  had  the  increase  not  been  given. 

One  letter  I  received  from  a  veteran  regarding  this  matter  read: 

In  my  case,  I  received  an  increase  of  $8.20  per  month  in  Social  Security 
benefits  and  in  turn  received  a  $57.00  per  month  cut  in  my  veterans'  pension. 

Because  of  this  problem  which  confronts  so  many  veterans,  I  in- 
troduced a  bill,  H.R.  11585,  in  the  89th  Congress  to  provide  that  cer- 
tain social  security  benefits  may  be  waived  and  not  counted  as  income 
for  veterans  receiving  pensions.  I  would  like  to  see  this  concept 
incorporated  into  the  social  security  legislation  now  being  considered 
by  this  committee.  I  think  that  we  are  too  indebted  to  our  veterans 
to  allow  a  so-called  increase  in  social  security  benefits  to  cause  a 
greater  reduction  in  their  veteran  pensions. 

We  are  also  too  indebted  to  our  senior  citizens  to  allow  them  to 
walk  on  the  border  of  poverty  while  the  Congress  deliberates  whether 
to  allow  them  an  increase  in  benefits  that  will  afford  them  a  decent 
existence. 

We  must  bring  benefits  in  line  with  the  present  cost  of  living  and 
provide  an  escalation  clause  that  will  never  allow  these  benefits  to 
fall  below  the  cost-of-living  line  again. 
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I  thank  you  for  affording  me  the  opportunity  to  express  my  feel- 
ings on  this  legislation  and  request  that  your  committee  will  take 
into  strong  consideration  the  points  noted  in  my  statement. 

The  Chairman.  That  completes  your  statement.  Does  anyone 
wish  to  put  any  questions  to  Mr.  St  Germain?  I  hear  none.  We 
appreciate  your  being  here. 

Mr.  Young. 

STATEMENT  OP  GEORGE  W.  YOUNG,  CHAIRMAN,  JOINT  SOCIAL 
SECURITY  COMMITTEE,  AMERICAN  LIFE  CONVENTION,  AND 
LIFE  INSURANCE  ASSOCIATION  OF  AMERICA;  ACCOMPANIED  BY 
JOHN  H.  MILLER 

Mr.  Young.  Good  morning. 

The  Chairman.  Good  morning,  Mr.  Young.  For  purposes  of  our 
record  we  will  ask  you  to  identify  yourself  by  giving  us  your  name, 
your  address,  and  capacity  in  which  you  appear. 

Mr.  Young.  My  name  is  George  W.  Young.  I  am  senior  vice 
president  of  the  Connecticut  General  Life  Insurance  Co.  of  Hartford. 

The  Chairman.  We  are  pleased  to  have  you  with  us  this  morning, 
Mr.  Young.  If  you  desire  to  do  so,  you  may  identify  the  gentle- 
man at  the  table  with  you. 

Mr.  Young.  I  am  accompanied  by  Mr.  John  Miller,  who  was 
formerly  executive  vice  president  of  the  Monarch  Life  Insurance  Co. 
of  Springfield,  Mass.,  and  I  believe  he  has  appeared  before  your 
committee  on  several  other  occasions. 

The  Chairman.  We  are  pleased  to  have  both  of  you  and  you  are 
recognized,  sir. 

Mr.  Young.  Thank  you.  I  appear  today  on  behalf  of  the  Ameri- 
can Life  Convention  and  the  Life  Insurance  Association  of  America, 
two  associations  with  an  aggregate  membership  of  338  life  insur- 
ance companies  accounting  for  approximately  92  percent  of  the  life 
insurance  in  force  in  the  United  States. 

These  companies  also  hold  99.9  percent  of  the  reserves  of  insured 
pension  plans  in  the  United  States. 

We  appreciate  this  opportunity  to  express  our  views  on  H.K.  5710, 
the  Social  Security  Amendments  of  1967.  With  your  permission  I 
would  like  to  read  a  prepared  statement  which  I  believe  you  have. 

The  Chairman.  All  right,  sir. 

SOCIAL  SECURITY'S  ROLE 

Mr.  Young.  Over  the  years  it  has  been  widely  accepted  that  the 
role  of  the  OASDI  program  is  to  provide  a  floor  of  economic  security 
for  retired  and  disabled  workers  and  their  dependents,  with  both 
room  and  incentive  for  supplementation  by  individual  as  well  as 
voluntary  group  action. 

Life  insurance  companies  agree  with  this  principle.  It  is  their  role 
to  provide  additional  life,  disability,  and  pension  benefits  to  enable 
individuals  and  groups  to  improve  their  economic  security. 

This  basic  nature  of  OASDI  is  confirmed  by  its  underlying  benefit 
pattern.    While  benefits  bear  a  relationship  to  a  worker's  average  tax- 
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able  earnings,  the  benefit  formula  is  heavily  weighted,  as  it  should  be, 
in  favor  of  workers  with  low  average  earnings.  Thus  the  OASDI 
system  assures  a  level  of  economic  security  for  all  covered  individuals 
without  strict  regard  for  individual  equity. 

The  voluntary  insurance  system  affords  the  individual  the  oppor- 
tunity to  create  flexible  contractual  arrangements  under  which  in- 
dividual equity  is  preserved  at  all  times.  These  arrangements  are 
valuable  property  rights  which  greatly  strengthen  the  individual's 
security  program  and  provide  him  with  a  share  in  our  economy. 

These  characteristics  are  not  appropriate  for  a  social  insurance  sys- 
tem, which  must  strive  to  achieve  goals  for  society  in  general,  as 
distinguished  from  goals  of  the  individual. 

Thus  proposals  to  increase  OASDI  benefits  must  be  considered  not 
only  in  terms  of  the  broad  social  need  but  also  in  terms  of  the  proper 
relationship  between  public  and  private  programs,  with  consideration 
for  the  effect  of  resulting  tax  increases  on  the  ability  of  individuals  to 
make  their  own  security  arrangements. 

We  readily  agree  that  Congress  should  from  time  to  time  review  the 
benefit  levels  under  the  OASDI  system  to  determine  whether  inter- 
vening price  increases  warrant  a  change,  particularly  at  the  lower 
levels.  Current  conditions  call  for  a  benefit  increase,  but  not  of  the 
magnitude  proposed  by  this  bill. 

Also,  in  our  opinion,  the  proposal  to  raise  the  earnings  base  above  its 
present  level  would  result  in  an  unwarranted  and  unnecessary  increase 
in  taxes  for  those  who  are  trying  to  provide  for  themselves. 

Before  addressing  myself  to  these  points,  I  would  like  to  mention 
the  far-reaching  impact  the  adoption  of  these  proposals  would  have 
on  insurance  companies,  other  voluntary  security  mechanisms,  and  our 
economy. 

Savings  and  thrift  institutions  are  essential  to  our  society.  They 
offer  the  individual  the  opportunity  to  invest  in  American  business 
and  to  help  build  the  supply  of  capital  needed  by  our  expanding 
economy.  A  high  rate  of  savings  through  pension  funds  and  other 
private  savings  media  will  be  necessary  if  our  economy  is  to  grow 
in  the  years  ahead  on  a  sustainable  basis  without  chronic  inflation. 

In  contrast  OASDI  does  not  generate  capital,  but  redistributes  each 
year  most  of  the  tax  revenue  received.  For  this  additional  reason,  it 
becomes  critically  important  that  the  role  of  the  government  system 
be  restricted  to  clearlv  established  social  need. 

Exhibit  I,  attached  to  this  statement,  is  a  memorandum  showing 
the  need  for  a  vigorous  increase  in  savings  in  our  economy. 

Within  this  frame  of  reference,  I  now  turn  to  the  provisions  of  the 
bill. 

PROPOSED  CHANGES  IN  BENEFIT  FORMULA    (SEC.  101) 

We  believe  that  the  proposed  across-the-board  increase  of  15  per- 
cent in  the  basic  formula  is  not  warranted  by  the  experience  of  the 
economy  since  the  last  benefit  increases  in  1965.  The  Consumer  Price 
Index  rose  from  108.8  in  December  1964  to  114.7  in  December  1966. 

Assuming  some  additional  price  increase  prior  to  the  effective  date 
of  the  proposed  benefit  increases,  an  across-the-board  benefit  increase 
of  about  7  to  7y2  percent  might  be  justified. 

The  report  of  the  Committee  on  Ways  and  Means  on  the  Social 
Security  Amendments  of  1965  commented  that : 
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For  the  aged,  who  generally  are  the  most  economically  disadvantaged  group, 
the  combined  effect  of  the  seven  percent  increase  and  the  hospital  insurance 
benefits  will  be  to  provide  a  substantial  improvement  in  levels  of  living. 

This  point  is  borne  out  by  the  attached  exhibit  II  which  shows  that 
the  average  monthly  benefits  paid  in  1965  to  retired  workers  were 
higher  than  had  ever  been  paid  before  in  terms  of  both  actual  dollars 
and  purchasing  power. 

Adding  the  value  of  medicare — which,  in  view  of  rapidly  rising 
health  costs,  has  relieved  the  aged  of  a  heavy  burden — substantially 
increases  these  margins. 

We  further  believe  that  the  proposed  increase  of  15  percent  is  un- 
warranted for  higher  paid  workers  who  have  already  retired  or  who 
will  do  so  within  the  next  20  years  or  so. 

Under  the  current  law  such  workers  will  receive  retirement  benefits 
worth  substantially  more  than  the  accumulated  taxes  paid  by  them. 
This  is  also  true,  of  course,  for  the  lower  paid  workers. 

The  significant  point,  however,  is  that  the  absolute  dollar  gain  has 
been  greatest  for  the  higher  paid  workers,  and  this  will  be  substantially 
aggravated  by  the  proposed  increases,  as  illustrated  in  exhibit  III. 

This  defect  is  inherent  in  across-the-board  increases.  If  increases 
beyond  those  indicated  by  the  recent  rise  in  price  levels  are  felt  to  be 
necessary  for  lower  paid  workers,  there  is  no  justification  for  their 
application  to  higher  paid  workers. 

MINIMUM  BENEFITS    (SEC.  102) 

We  concur  in  the  administration  proposal  for  a  sliding  minimum 
monthly  benefit  of  $4  for  each  year  of  significant  covered  employed  up 
to  a  maximum  of  $100  for  an  individual  with  25  years  or  more.  The 
stated  objective  is  to  provide  adequately  for  those  who  have  "worked 
under  the  program  for  many  years  at  very  low  wages"  without  pro- 
viding a  windfall  for  those  were  were  "attached  to  covered  employ- 
ment only  occasionally  or  for  short  periods  and  who  were  not  de- 
pendent for  a  living  on  their  earnings  in  such  employment." 

The  committee  may  wish  to  consider  expressing  the  coverage-related 
requirement  in  terms  of  quarters  rather  than  years. 

However,  the  administration's  proposal  to  raise  the  flat  minimum 
from  $44  to  $70  would  appear  to  be  inconsistent  with  this  declared 
purpose,  by  giving  undue  benefits  to  intermittent  or  part-time  workers. 

For  example,  under  H.K.  5710  an  individual  retiring  in  1967  with  18 
years  of  covered  employment  would  need  appropriately  credited  wages 
totaling  $19,650,  on  which  he  paid  social  security  taxes,  in  order  to  re- 
ceive the  special  minimum  of  $72  (18  years  times  $4  per  year) . 

On  the  other  hand,  an  individual  receiving  $50  m  covered  wages 
derived  from  incidental  employment  in  one  quarter  out  of  each  of 
the  years  since  1950,  or  a  total  of  $800,  would  receive  the  flat  minimum 
of  $70. 

We  believe  that  the  $70  figure  is  too  high  and  that  a  more  consistent 
approach  would  be  to  increase  the  present  $44  to  perhaps  $50,  initiat- 
ing the  $4  per  year  benefit  slide  at  that  point  rather  than  at  $70.  This 
would  more  nearly  maintain  the  earnings-related  characteristics  of 
the  present  system  and  would  at  the  same  time  benefit  workers  with 
long  coverage  at  low  wages. 
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In  sum,  we  support  the  principle  of  increased  minimums  for  career 
low  wage  workers,  but  question  the  $70  figure. 

PROPOSED  INCREASES  IN  EARNINGS  BASE   (SEC.  10  7) 

We  oppose  the  suggested  earnings  base  increases  for  the  following 
reasons. 

The  earnings  base  should  not  exceed  average  earnings.  We  believe 
that  the  average  earnings  of  regularly  employed  male  workers  repre- 
sent an  appropriate  dividing  line  between  the  area  in  which  the 
Government  should  have  primary  responsibility  to  provide  basic 
economic  security  and  the  area  in  which  the  individual  and  his  em- 
ployer should  have  full  responsibility  to  provide  security  through 
private  media.  The  administration's  recommendations  are  at  odds 
with  this  principle. 

The  Social  Security  Amendments  of  1965  increased  the  earnings 
base  from  $4,800  to  $6,600  effective  in  1966.  This  $1,800  increase  was 
three  times  as  great  as  any  prior  increase  and  equal  to  the  total  of  all 
increases  since  the  beginning  of  the  program  in  1935. 

Now,  less  than  2  years  later,  the  administration  would  provide  an 
additional  increase  of  $1,200  in  1968  as  part  of  a  scheduled  total  in- 
crease of  $4,200.  This,  added  to  the  1966  increase,  would  aggregate 
an  increase  of  $6,000  in  the  course  of  8  years — 1966-74 — as  contrasted 
with  an  increase  of  $1,800  in  the  preceding  30  years — 1935-65. 

The  chart,  attached  to  this  statement,  shows  the  relationship  between 
average  earnings  and  the  social  security  earnings  base,  both  histori- 
cally and  under  the  administration's  proposal. 

This  chart  shows  that,  in  the  case  of  every  prior  increase  in  the 
earnings  base,  including  the  one  in  1966,  the  average  earnings  of  regu- 
larly employed  male  workers  exceeded  the  base  before  the  increase  was 
enacted.  Each  increase  brought  the  base  slightly  above  average  earn- 
ings, except  for  the  1966  increase,  which  took  the  base  almost  $1,000 
above  average  earnings. 

We  estimate  that  the  average  earnings  of  regularly  employed  male 
workers  will  not  reach  the  present  $6,600  base  until  about  1970,  and 
will  not  reach  $7,800  until  about  1974.  This  is  shown  on  the  chart. 

The  administration's  proposals  represent  a  sharp  departure  from 
this  historical  pattern  in  two  important  respects.  First,  the  earnings 
base  would  be  increased  while  still  substantially  in  excess  of  the 
average  earnings  of  regularly  employed  male  workers. 

Second,  the  scheduled  earnings  base  increases  would  far  exceed 
the  estimated  average  earnings  of  regularly  employed  male  workers 
for  many  years  to  come. 

For  example,  the  proposed  base  of  $7,800  in  1968  would  exceed 
estimated  average  earnings  in  that  year  by  about  $1,600 ;  the  scheduled 
base  of  $9,000  in  1971  would  exceed  estimated  average  earnings  in 
that  year  by  about  $2,000;  and  the  scheduled  base  of  $10,800  in  1974 
would  exceed  estimated  average  earnings  in  that  year  by  about  $3,000. 

We  recognize  that  other  standards  for  testing  the  adequacy  of  the 
earnings  base  have  been  suggested.  For  example,  the  1965  Report  of 
the  Advisory  Council  on  Social  Security  refers  to  three  possible  stand- 
ards— the  percentage  of  total  earnings  of  covered  workers  subject  to 
tax,  the  percentage  of  all  workers  whose  entire  earnings  are  subject 


1214  SOCIAL  SECURITY  AMENDMENTS  OF  1967 


to  tax,  and  the  percentage  of  regularly  employed  male  workers  whose 
entire  earnings  are  subject  to  tax. 

However,  as  a  majority  of  the  Advisory  Council  concluded,  in  con- 
sidering these  standards  comparison  should  be  made  with  1951,  the 
first  year  in  which  the  earnings  base  was  increased,  rather  than,  as 
is  sometimes  suggested,  going  back  to  1935.  The  year  1935  was  one 
of  very  depressed  earnings  and  a  substandard  economy.  As  the  econ- 
omy has  improved,  a  smaller  share  of  the  increased  earnings  should  be 
required  for  compulsory  social  security  and  a  larger  share  should 
be  available  for  individual  self -provision  and  for  growth  investment 
through  savings. 

As  shown  by  exhibit  IV  attached  to  this  statement,  the  1966  in- 
crease in  the  wage  base  has  already  brought  the  percentage  of  total 
earnings  of  covered  workers  subject  to  social  security  tax  at  least 
into  line  with  the  percentages  resulting  under  all  wage  base  increases 
since  1950. 

For  example,  this  proportion  was  81.7  percent  in  1951,  80.9  percent 
in  1955,  79.7  percent  in  1959,  and  80.4  percent  in  1966. 

Similarly,  the  proportion  of  all  workers  whose  entire  earnings  are 
subject  to  tax  was  76  percent  in  1951,  74  percent  in  1955,  73  percent 
in  1959,  and  78  percent  in  1966.  And  the  proportion  of  regularly  em- 
ployed male  workers  whose  entire  earnings  are  subject  to  tax  was 
53  percent  in  1951, 50  percent  in  1955, 50  percent  in  1959,  and  56  percent 
in  1966. 

It  is  apparent  that  raising  the  wage  base  to  $7,800  in  1968  and 
later  to  $10,800  would  increase  these  percentages  far  above  the  perti- 
nent historical  levels. 

Thus  all  of  these  comparisons  lead  to  the  same  conclusion :  The  earn- 
ings base  increases  proposed  by  the  administration  exceed  any  reason- 
able standard  of  measurement  and  are  not  warranted. 

The  administration's  earnings  base  proposals  would  produce  bene- 
fits which  are  inconsistent  with  the  floor  of  protection  principle.  As 
stated  in  the  1965  report  of  the  Advisory  Council,  the  social  security 
program  "is  designed  so  as  to  work  in  ongoing  partnership  with  volun- 
tary insurance,  individual  savings,  and  pension  plans." 

If  the  earnings  base  is  placed  far  above  average  earnings,  the 
result  would  be  to  provide  to  those  with  above-average  earnings,  social 
security  benefits  which  exceed  the  appropriate  level  for  social  in- 
surance. The  program  would  then  become  a  compulsory  national 
pension  and  insurance  plan,  reducing  the  area  for  voluntary  supple- 
mentation through  individual  efforts. 

A  few  examples  will  underscore  this  point.  Exhibit  V  to  this 
statement  shows,  at  10-year  intervals  and  ultimately,  the  benefit  in- 
creases which  would  result  from  the  administration's  proposals  in 
the  case  of  a  worker  making  $900  or  more  a  month  and  in  the  case  of 
such  a  worker  and  his  wife. 

As  illustrated,  the  maximum  retirement  benefit  for  the  worker  alone 
would  be  increased  from  $168  to  $288  a  month,  an  increase  of  $120 
or  over  71  percent.  The  maximum  retirement  benefit  for  a  worker 
and  his  wife  would  be  raised  from  $252  to  $378  monthly — an  increase 
of  $126  or  50  percent. 

Additionally,  the  maximum  family  benefit  would  go  up  from  $368 
a  month  to  $540 — an  increase  of  $172,  or  about  47  percent.    In  this 
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case,  unlike  the  retirement  benefits,  the  increased  maximum  benefit 
could  apply  almost  immediately,  where  the  husband  had  only  1  or  2 
years  oi  covered  work  at  the  maximum  average  earnings  of  $900  a 
month. 

In  some  cases,  this  would  be  roughly  equivalent  to  $100,000  or  more 
of  life  insurance,  which  seems  excessive  for  a  social  insurance  program. 

These  unusual  benefit  increases  are  in  large  part  the  result  of  the 
proposed  increase  in  the  earnings  base  to  $10,800  a  year,  and  show, 
we  submit,  the  unreasonable  nature  of  the  earnings  base  proposal. 

The  earnings  base  should  not  be  increased  above  average  earnings 
levels  for  the  purpose  of  financing  benefit  increases.  It  seems  ap- 
parent that  the  primary  purpose  of  the  proposed  increases  in  the 
earnings  base  is  to  finance  the  large  benefit  increases  which  have 
been  recommended.  Under  the  proposal,  the  income  produced  by  the 
earnings  base  increases  would  be  twice  as  great  as  that  produced  by 
the  tax  rate  increases.  This,  in  our  opinion,  is  an  improper  use  of 
the  earnings  base. 

One  reason  why  we  believe  this  is  improper  is  that,  in  a  system 
with  wage-related  benefits,  a  major  part  of  the  additional  revenue  de- 
rived from  increasing  the  earnings  base  would  be  used  to  raise  benefits 
for  those  with  above-average  incomes. 

Therefore,  to  the  extent  that  the  purpose  of  the  proposed  earnings 
base  increases  is  to  finance  additional  benefits  for  those  with  below- 
average  incomes,  this  is  an  expensive  and  inefficient  approach. 

As  we  have  stated,  the  basic  objectives  of  the  social  security  system 
is  to  provide  a  floor  of  protection  and  not  to  supply  relatively  large 
benefits  for  those  with  above- average  earnings. 

In  addition,  the  proposed  increases  in  the  earnings  base,  when  added 
on  top  of  the  proposed  tax  rate  increases,  would  greatly  increase  the 
payroll  taxes  of  covered  individuals.  Workers  with  the  maximum 
amounts  of  covered  earnings  would  be  faced  with  a  series  of  tax  in- 
creases which  would  raise  their  annual  social  security  taxes  from  $174 
in  1964  to  a  scheduled  $599  (including  medicare)  in  1974. 

Such  large  increases  in  social  security  tax  burdens  would  reduce  the 
ability  of  covered  individuals  to  make  supplementary  provision  for 
their  own  security  under  voluntary  arrangements  which  have  the 
advantages  of  giving  them  greater  flexibility  in  meeting  their  individ- 
ual needs. 

Accordingly  we  recommend  that  any  increase  in  social  security 
benefits  be  financed  through  the  asserted  favorable  actuarial  balance 
in  the  present  program  together  with  whatever  increase  in  the  tax  rate 
may  be  necessary.  The  present  wage  base  of  $6,600  still  exceeds  aver- 
age earnings,  and  is  high  enough  under  any  other  reasonable  standard 
that  may  be  applied.   It  should  not  be  changed  at  this  time. 

On  several  other  points  I  have  some  comments. 

BENEFITS  FOR  DISABLED  WIDOWS  (SEC.  105) 

We  agree  with  the  proposal  that  severely  disabled  widows  under  age 
62  should  be  eligible  for  cash  benefits  under  specified  conditions.  We 
recognize  the  problem  and  we  believe  that  the  suggested  solution  is  a 
reasonable  one. 
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LIBERALIZATION  OF  THE  RETIREMENT  TEST   (SEC.  106) 

We  support  the  proposed  increase  in  the  amount  an  individual  may 
earn  without  a  reduction  in  social  security  benefits.  We  believe  that  a 
sound  retirement  test  should  be  retained  at  all  times,  but  the  proposed 
increase  is  modest  and  would  not  in  our  opinion  unduly  weaken  that 
test. 

BROADER  COVERAGE  OF  FARM  EMPLOYEES   (SEC.  115) 

We  favor  broad  application  of  the  social  security  system  to  employed 
and  self-employed  persons.  Accordingly,  we  support  the  proposed 
extension  of  social  security  coverage  to  additional  farmworkers. 

MEDICAL  ASSISTANCE  AMENDMENTS   (SEC.  220) 

This  section  would  prohibit  Federal  sharing  of  medical  assistance 
payments  to  individuals  and  families  having  incomes  in  excess  of  130 
percent  of  the  highest  amount  used  by  the  individual  States  for  deter- 
mining eligibility  for  cash  assistance  payments.  We  concur  in  this 
effort  to  place  some  reasonable  limitation  on  Federal  financial  partici- 
pation in  the  title  XIX  program. 

However,  we  wonder  whether  the  various  cash  assistance  eligibility 
tests  are  sufficiently  definite  and  stable  to  provide  a  base  for  medical 
assistance  eligibility.  It  is  our  understanding  that  this  committee, 
during  its  1966  review  of  the  implementation  of  title  XIX  by  the 
States,  gave  consideration  to  more  specific  Federal  eligibility  standards 
tied  to  personal  income  with  an  overall  flat  limit  on  Federal  participa- 
tion tied  to  the  States'  population. 

We  think  this  latter  approach  might  be  given  further  consideration 
to  determine  whether  it  is  preferable  to  relating  medical  assistance 
eligibility  to  cash  assistance  eligibility. 

We  also  have  several  comments  on  title  Y,  dealing  with  the  tax  treat- 
ment of  the  aged.    They  are  included  in  exhibit  VI  to  this  statement. 

This  concludes  my  statement,  Mr.  Chairman  and  Mr.  Miller  and  I 
will  be  glad  to  answer  any  questions  the  committee  may  have. 

The  Chairman.  Mr.  Young,  we  thank  you  and  Mr.  Miller  for 
coming  to  the  committee  and  presenting  this  statement  which  you  just 
concluded.  Without  objection  the  materials  included  in  it  and  ap- 
pended to  it  will  be  included  in  the  record  at  this  point.  No  objection 
is  heard. 

(The  information  referred  to  follows :) 

Summaby  op  Statement 

1.  We  oppose  the  proposed  15  percent  across-the-board  increase  in  benefits. 
We  believe  that  an  across-the-board  benefit  increase  of  7  to  7V2  percent  might  be 
justified  on  the  basis  of  price  increases  since  the  last  benefit  increases  in  1965. 

2.  We  concur  in  the  proposal  for  a  sliding  minimum  monthly  benefit  of  $4  for 
each  year  of  significant  covered  employment  up  to  a  maximum  of  $100  for  an 
individual  with  25  years  of  service  or  more.  However,  we  believe  that  the 
proposed  increase  to  $70  in  the  flat  minimum  is  too  high. 

3.  We  oppose  the  suggested  increases  in  the  earnings  base.  The  present  $6,600 
base  is  still  in  excess  of  the  average  earnings  of  regularly  employed  male  workers 
and  should  not  be  changed  at  this  time. 

4.  We  support  the  proposals  for  benefits  for  disabled  widows,  liberalization  of 
the  retirement  test,  and  broader  coverage  of  farm  employees. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


1217 


5.  We  concur  in  the  effort  to  put  some  reasonable  limitation  on  Federal  finan- 
cial participation  in  the  Title  XIX  program  but  believe  that  further  considera- 
tion might  be  given  to  more  specific  eligibility  standards. 

6.  We  believe  that  the  proposal  with  respect  to  the  tax  treatment  of  the  aged 
has  a  number  of  defects. 
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Exhibit  I 

The  Need  fob  a  Vigobous  Increase  in  Saving  Thbough  Pbivate  Pension 
Funds  To  Aid  in  Financing  Sound  Gbowth  of  the  U.S.  Economy 

If  the  economy  of  the  United  States  is  to  grow  strongly  in  the  years  ahead, 
and  on  a  sustainable  basis  without  inflation — objectives  widely  accepted — there 
will  be  an  urgent  need  for  a  high  rate  of  saving  to  finnace  the  production  of 
capital  goods — industrial  plant  and  equipment,  housing,  public  utilities,  trans- 
portation and  communication  facilities,  and  the  many  other  capital  projects. 
A  high  rate  of  saving  and  economic  growth  is  required  to  provide  job  opportu- 
nities for  our  rapidly  growing  labor  force  and  to  improve  our  living  standards. 

The  private  pension  system  is  a  major  source  of  saving  for  the  financing  of 
capital  projects  of  all  kinds,  whereas  the  Federal  social  security  system  does  not 
produce  savings.  To  the  extent  that  a  sharp  increase  in  social  security  benefits 
should  curb  the  healthy  expansion  of  the  private  pension  system,  the  aggregate 
rate  of  saving  to  finance  sound  economic  growth  would  be  reduced  and  the 
capacity  of  the  economy  to  provide  job  opportunities  and  rising  living  standards 
would  be  limited.  In  the  light  of  the  need  for  a  high  rate  of  saving  in  the  years 
ahead,  the  support  for  expansion  of  the  Federal  social  security  system,  with  a 
corresponding  reduction  in  the  role  of  the  private  pension  system,  presents  a 
serious  problem  of  public  policy. 

The  Contribution  of  Pension  Fund  Saving  to  the  Economic  Gbowth  of  the 

United  States 

Using  the  national  income  accounts  prepared  by  the  U.S.  Department  of  Com- 
merce, the  following  picture  of  the  importance  of  pension  fund  saving  emerges : 


[Dollars  in  billions] 


Average 

Average 

Average 

Average 

per  annum, 

per  annum, 

per  annum, 

per  annum, 

1946-50 

1951-55 

1956-60 

1961-65 

Personal  income L .                    -       _  _ 

$203.0 

$283.4 

$366. 0 

$471.2 

Personal  savings  1  

$11.7 

$17.2 

$20.0 

$22.6 

Pension  saving 2  ____________  . 

$2.5 

$4.7 

$7.3 

$10.3 

Personal  saving  as  a  percent  of  personal  income . . 

5.8 

6.1 

5.5 

4.8 

Pension  saving  as  percent  of  personal  income  

1.3 

1.6 

2.0 

2.2 

1  National  income  accounts  of  the  U.S.  Department  of  Commerce,  "Survey  of  Current  Business." 

2  Flow-of-funds  accounts  of  the  Board  of  Governors  of  the  Federal  Reserve  System.  This  figure  measures 
the  increase  in  assets  held  by  private  pension  programs,  as  well  as  the  increase  in  assets  held  under  pension 
programs  administered  by  State  and  local  government  units.   It  excludes  OASDI. 

Note.— If  personal  savings  is  expressed  as  a  percentage  of  disposable  personal  income  (after  Federal  income 
taxpayments),  the  savings  ratios  for  the  4  5-year  periods  are  6.4,  6.9,  6.2,  and  5.5  percent,  respectively.  The 
use  of  the  ratio  of  saving  to  personal  income  is  considered  more  relevant  here  since  most  of  the  pension  saving 
is,  in  effect,  from  pretax  income;  i.e.,  employer  contributions  to  private  and  public  pension  plans  are  not 
treated  as  taxable  income  to  the  employee. 

As  shown  in  the  table,  the  annual  amount  of  saving  through  private  pension 
funds  (including  those  administered  by  state  and  local  government  units)  has 
increased  markedly  since  1946  both  in  absolute  dollar  amount  and  as  a  percent- 
age of  total  personal  income.  In  the  most  recent  period,  1961-1965,  the  average 
amount  of  pension  saving  each  year,  $10.3  billion,1  was  45  percent  of  the  average 
total  personal  saving  in  all  forms.  It  is  significant  that  total  personal  saving 
as  a  percent  of  personal  income  has  declined  during  the  past  fifteen  years  from 
an  average  of  6.1  percent  in  1951-1955  to  an  average  of  4.8  percent  in  1961-1965. 
Thus  the  increase  in  the  rate  of  pension  saving  has  been  an  important  factor 
in  holding  up  the  aggregate  rate  of  personal  saving. 

The  savings  accumulated  through  private  pension  funds  have  been  invested 
in  corporate  securities,  mortgages,  state  and  municipal  bonds,  and  U.S.  Gov- 
ernment obligations.  They  have  thus  provided  financing  for  the  construction 
of  industrial  plant  and  equipment,  single-family  homes,  apartment  buildings, 
commercial  properties  of  all  kinds,  public  utilities,  transportation  and  com- 


1  Of  thi9  figure,  about  $6.7  billion  of  savings  were  accumulated  through  private  pension 
funds  and  $3.6  billion  through  funds  administered  by  state  and  local  government  units. 
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munication  facilities,  roads  and  other  public  facilities,  and  many  other  kinds 
of  capital  projects.  The  capital  expenditures  made  possible  by  pension  savings 
have  provided  increasing  job  opportunities  in  our  economy  and  have  contributed 
heavily  to  improved  productivity  and  thus  higher  living  standards. 

The  Urgent  Need  for  a  High  Rate  of  Saving  in  the  Years  Ahead 

Both  political  parties  are  today  committed  to  maintaining  full  employment 
of  resources  and  to  achieving  and  sustaining  a  strong  rate  of  national  economic 
growth,  with  stability  of  the  general  price  level.  The  generally  accepted  target 
of  a  majority  of  economists  and  Government  officials  is  an  unemployment  rate 
not  in  excess  of  4  percent  of  the  labor  force,  if  possible  considerably  lower,  and 
a  minimum  4  percent  increase  in  GNP  each  year,  compared  with  a  historical 
rate  of  less  than  3  percent.2 

If  a  4  percent  rate  of  growth  in  GNP  is  to  be  achieved  and  maintained,  there 
must  be  a  very  high  rate  of  spending  for  capital  projects  in  order  to  equip  the 
sharply  expanding  labor  force  and  to  increase  the  productivity  of  labor.  Under 
conditions  of  full  employment  of  resources,  if  we  are  to  avoid  a  serious  rise  in 
the  general  price  level,  the  high  rate  of  capital  spending  must  be  financed  out 
of  saving — the  aggregate  of  personal,  corporate,  and  government  saving.  Under 
full  employment  conditions,  as  we  have  learned  in  the  past  fourteen  months, 
reliance  upon  an  expansion  in  the  money  supply  to  finance  capital  expenditures 
results  in  strong  upward  pressures  on  the  general  price  level.  Inasmuch  as 
government  saving  arises  only  when  budget  surpluses  are  achieved,  it  is  clear 
that  personal  and  corporate  saving  must  be  relied  upon  almost  exclusively. 

During  the  past  twenty  years,  the  rate  of  economic  growth  of  the  United  States 
has  been  held  considerably  below  its  potential  because  of  too  low  a  rate  of 
saving.  This  was  the  conclusion  reached  by  Harvard  Professor  Simon  Kuznets 
in  his  monumental  study  Capital  in  the  American  Economy — Its  Formation  and 
Financing,  published  by  the  Princeton  University  Press  in  I960.3  In  the  light  of 
his  exhaustive  study,  Kuznets,  recognized  as  the  world's  greatest  authority  on 
capital  formation  and  financing,  concluded  that  the  capacity  of  the  American 
economy  to  grow  soundly  in  the  years  ahead  will  be  seriously  inhibited  by  too 
low  a  rate  of  saving.  He  found  that  demands  for  capital  financing  will  be  very 
large  in  coming  years  due  to  forces  such  as  an  acceleration  of  technological 
change  and  the  large  increase  in  population.  He  concluded  that  the  high  levels 
of  consumption  and  the  high  secular  propensity  to  consume  by  individuals  and 
households  are  likely  to  continue.  In  the  light  of  this  he  concluded  that  the 
supply  of  savings  in  the  years  ahead  will  be  inadequate  to  meet  the  total  demand 
for  capital  funds.  Thus,  from  a  public  policy  standpoint  he  sharply  supported 
measures  to  encourage  a  higher  rate  of  saving. 

Kuznets'  conclusions  are  supported  by  other  important  analyses  of  the  eco- 
nomic growth  of  the  United  States  such  as  that  made  by  Albert  T.  Sommers, 
Vice  President  of  the  National  Industrial  Conference  Board.  In  a  report, 
Economic  Potentials  of  the  United  States  in  the  Next  Decade,  published  in  1965 
by  NICB,  Sommers  undertook  to  make  a  projection  of  the  American  economy 
in  1975  in  order  to  illustrate  our  country's  potentials.  He  concluded  that  under 
optimum  conditions  the  GNP  could  rise  to  one  trillion  dollars  by  1975.  Out  of 
this  projection  he  uncovered  some  of  the  difficulties  which  the  American  economy 
is  likely  to  encounter  in  realizing  this  potential.  One  of  the  most  important  in 
his  view — if  not  the  most  important — is  the  danger  of  a  shortage  of  savings  to 
finance  the  capital  formation  needed  for  the  growth  potential.  He  reached 
the  following  highly  significant  conclusion  : 

"In  the  first  instance,  the  challenge  posed  by  the  trillion-dollar  potential  of 
the  U.S.  economy  is  job  creation.  The  bumper  dimensions  of  the  1975  potential 
arise  largely  because  the  American  economy  of  1965  is  on  the  threshold  of  a 
great  wave  of  growth  in  its  human  resources,  unequalled  since  the  days  of  heavy 
immigration  to  America  many  decades  ago.  The  great  challenge  of  the  next 
decade  is  to  create  the  jobs  to  fully  engage  this  surging  tide  of  manpower. 

The  creation  of  jobs  means,  of  course,  investment ;  and  investment,  of  course, 
depends  upon  saving.  Given  the  increments  to  the  labor  force  that  seem  to 
lie  ahead,  it  would  be  hard  to  envision  any  ten-year  projection  of  the  American 


2  Many  Government  officials  are  talking  hopefully  about  achieving  a  growth  rate  of  5 
percent  or  even  higher. 

3  The  conclusion  reached  by  Kuznets  is  quoted  in  the  appendix  to  this  statement. 
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economy  that  would  not  focus  on  a  compelling  need  to  achieve  and  sustain  a 
high  rate  of  capital  formation,  to  equip  the  increments  to  the  labor  force,  and  to 
improve  efficiency  of  the  labor  force  as  a  whole."    ( P.  23. ) 

A  similar  conclusion  was  reached  by  Leonard  A.  Lecht,  a  member  of  the  staff  of 
the  National  Planning  Association,  in  his  study  Goals,  Priorities  &  Dollars — 
the  Next  Decade.  The  views  presented  by  Kuznets,  Sommers  and  Lecht  are  typi- 
cal of  the  mainstream  of  economic  thinking.  A  strong  rate  of  economic  growth 
at  full  employment  in  the  years  ahead  can  only  be  achieved  soundly  and  without 
serious  inflation  if  the  country  enjoys  a  high  rate  of  saving  and  capital  formation. 
In  view  of  the  great  need  for  saving,  therefore,  it  is  obvious  that  the  private  pen- 
sion funds,  and  to  a  lesser  extent  the  state  and  local  government  funds,  have  a 
crucial  role  to  play  in  providing  the  savings  to  finance  our  economic  growth. 
This  is  why  it  is  important  to  ask  what  the  effect  of  OASDI  is  upon  saving  and 
capital  formation. 

The  Impact  of  OASDI  Upon  Saving  and  Capital  Spending 

Inasmuch  as  the  Federal  social  security  system  is  financed  on  nearly  a  pay-as- 
you-go  basis  without  an  appreciable  accumulation  of  investment  funds,  it  is  clear 
that  OASDI  does  not  perform  the  vital  function  of  the  private  and  state  and 
local  funds  as  a  source  of  saving  for  the  financing  of  capital  spending. 

Beyond  this,  what  effect  does  the  OASDI  program  have  upon  the  overall  rate 
of  personal  savings  The  effect  is  to  reduce  the  aggregate  rate  of  personal  saving 
below  what  it  would  otherwise  have  been.  This  arises  because  of  the  redistribu- 
tive  effect  of  the  system.  The  taxes  are  levied  on  persons  who  tend  to  be  savers 
and  benefits  are  paid  to  retired  persons  who  on  the  whole  are  not  savers  but 
who  are  dependent  for  their  livelihood  on  past  savings.  Roger  Murray,  who 
has  headed  the  pension  fund  study  of  the  National  Bureau  of  Economic  Research, 
has  the  following  observations  upon  the  redistributive  effects  of  the  Federal 
social  security  program. 

"The  redistributive  effects  of  the  growing  stream  of  transfer  payments  also 
are  in  the  direction  of  depressing  the  saving  ratio.  The  operation  of  tax-sup- 
ported programs  at  present  moderately  increases  consumption  at  the  expense  of 
saving  if  one  presumes — as  seems  reasonable — that  pension  beneficiaries  save 
smaller  fractions  of  their  incomes  than  do  contributors  to  pension  programs.  A 
more  pronounced  effect  of  income  redistribution  on  saving  is  indicated  for  the 
future."  (43rd  Annual  Report  of  the  National  Bureau  of  Economic  Research,_ 
P.  23) 

Summary  and  Conclusions 
The  foregoing  analysis  may  be  summarized  as  follows : 

1.  The  savings  generated  by  private  pension  funds,  as  well  as  by  pension  funds 
administered  by  state  and  local  government  units,  have  contributed  importantly 
to  the  financing  of  capital  spending  in  the  United  States  and  hence  to  the  provision 
of  job  opportunities  and  to  the  encouragement  of  national  economic  growth  and 
rising  living  standards. 

2.  If  the  economy  of  the  United  States  is  to  grow  strongly  in  the  years  ahead, 
and  on  a  sustainable  basis  without  inflation,  there  will  be  a  pressing  need  for  a 
high  rate  of  saving  to  finance  capital  spending. 

3.  The  Federal  social  security  system  is  not  generating  any  appreciable  amount 
of  saving  because  it  is  being  financed  upon  nearly  a  pay-as-you-go  basis.  In  fact, 
the  social  security  system  acts  to  depress  the  overall  rate  of  personal  saving  be- 
cause the  taxes  are  levied  on  persons  who  tend  to  be  savers  and  benefits  are  paid 
to  retired  persons  who  on  the  whole  are  not  savers  but  rather  dissavers. 

4.  The  public  interest  requires  that  a  vigorous  expansion  of  private  pension 
saving  be  encouraged  in  order  to  provide  financing  for  a  strong  rate  of  growth  of 
the  American  economy  on  a  sustainable  basis  free  of  inflationary  excesses.  This 
means  that  social  security  benefits  should  not  be  increased  so  sharply  that  they 
curb  the  healthy  growth  of  private  pension  savings. 
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Appendix 

From:  Capital  in  the  American  Economy — Its  Formation  and  Financing — by 
Professor  Simon  Kuznets  (pp.  459-460) . 
"The  above  treatment  of  conditions  for  the  future,  far  too  brief  and  dogmatic, 
may  carry  a  sense  of  firmer  conviction  than  is  intended.  The  discussion  reflects 
conclusions  suggested  by  the  record  of  this  country's  economy — an  economy 
geared  for  a  long-run  rise  to  increasingly  high  levels  of  consumption  per  capita, 
and  one  in  which  savings  and  capital  formation,  though  large  and  sustained, 
nevertheless  have  been  kept  within  moderate  proportional  limits  by  the  secularly 
high  propensity  to  consume.  It  is  also  an  economy  in  which  the  recently  in- 
creasing diversion  of  product  to  current  consumption  by  governments,  com- 
bined with  high  levels  of  consumer  demand,  has  limited  capital  formation  and 
savings  proportions  and  brought  about,  under  conditions  of  full  employment, 
rising  price  levels  which  have  persisted  even  through  the  1958  recession.  Against 
this  background,  consideration  of  the  prospective  large  rise  in  population  num- 
bers— particularly  of  new  family  makers,  entrants  into  the  labor  force,  and  of 
the  school-age  groups — the  prospective  acceleration  of  potential  technological 
change  and  the  prospect  of  continued  international  competition  and  strain  sug- 
gest the  following  prospects.  First,  the  demand  for  capital  over  the  coming 
two  and  half  to  three  decades  is  likely  to  be  large.  Second,  drains  upon  the 
national  product  for  current  consumption  by  governments  will  continue  to  be 
proportionately  sizable  and  may  well  rise.  Third,  high  levels  of  consumption  and 
the  high  secular  propensity  to  consume  by  individuals  and  households  are  likely 
to  continue.  Fourth,  under  the  circumstances,  the  supply  of  voluntary  savings 
may  not  be  adequate.  Finally,  inflationary  pressures  may  well  continue,  with 
the  result  that  part  of  the  savings  needed  for  capital  formation  and  government 
consumption  will  be  extracted  through  this  particular  mechanism.  Yet,  extrap- 
olation of  inflationary  pressures  over  the  next  thirty  years  raises  a  specter  of 
intolerable  consequences,  making  the  policy  solutions  adopted  critically  impor- 
tant ;  and  those  solutions,  in  turn,  will  affect  the  structure  and  pattern  of  finam 
cial  intermediaries  and  their  role  in  financing." 

Exhibit  II. — Comparison  of  average  monthly  benefits  in  current  payment  status  to 
retired  workers  in  actual  dollars  and  in  terms  of  1965  purchasing  power,  December 
1940-65 1 


December 
1940. . 
1941.. 
1942. . 
1943.. 
1944.. 
1945.. 
1946. . 
1947.. 
1948- - 
1949.- 
1950.. 
1951.. 
1952.. 


Average  monthly 
benefit  in- 


Actual 
dollars 


$22. 60 
22.70 
23.02 
23.42 
23.73 
24.19 
24. 55 
24.  90 
25.35 
26. 00 
43.86 
42. 14 
49.25 


1965  purchas- 
ing power  2 


$51.10 
46.75 
43. 45 
42.85 
42. 50 
42.35 
36. 40 
33.85 
33.55 
35.05 
55.  90 
50.75 
58. 80 


December— Con 

1953  

1954  

1955  

1956  

1957  

1958  

1959  

1960  

1961  

1962  

1963  

1964  

1965  


Average  monthly 
benefit  in- 


Actual 
dollars 


1965  purchas- 
ing power  2 


$51.10 

$60. 60 

59.14 

70. 45 

61.90 

73. 50 

63.  09 

72.80 

64. 58 

72.35 

66.35 

72.65 

72.78 

78. 95 

74.  04 

79.10 

75. 65 

80. 35 

76.19 

79.  95 

76.88 

79.30 

77.57 

79.15 

3  83.  92 

»83. 92 

1  Social  Security  Bulletin,  August  1966. 

2  Calculated  by  dividing  the  benefit  amount  by  the  consumer  price  index  (1965=100). 

*  Excludes  medicare.  If  provision  were  made  to  include  the  value  of  medicare,  the  corresponding  figures 
would  be  about  $95. 
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Exhibit  III. — Comparison  of  accumulated  taxes  and  value  of  retirement  benefits  for 
employees  retiring  within  the  next  20  years  under  the  current  law  and  the  proposed 
law 


Year  of 
retirement 

Current  law 

Proposed  law 

Accumu- 
lated 
employee 
taxes  1 

Value  of 
retirement 
benefits  2 

Windfall 

Accumu- 
lated 
employee 
taxes  1 

Value  of 
retirement 
benefits  2 

Windfall 

Increase  in 
windfall 

1967   

1977  

1987  

1967  

1977  

1987  

Worker  consistently  earning  wages  equal  to  the  then  current  wage  base 

$3, 300 
8, 100 
14, 100 

$18,300 
20,300 
21,000 

$15,000 
12,200 
6,900 

$3, 300 
9, 400 
18, 600 

$21,000 
26, 500 
30, 500 

$17, 700 
17, 100 
11, 900 

$2,  700 
4,900 
5,000 

Worker  consistently  earning  median  wage  for  all  workers  in  covered  employment, 
but  not  more  than  $4,950  for  years  after  1977 

$1, 800 
4,700 
9,200 

$13, 500 
15, 000 
16, 100 

$11,  700 
10,300 
6, 900 

$1, 800 
4,800 
9,400 

$15, 500 
17, 200 
18,500 

$13, 700 
12,400 
9,100 

$2, 000 
2, 100 
2, 200 

1  Accumulated  at  ZVz  percent  to  date  of  retirement. 

2  Workers  retirement  benefit  valued  at  date  of  retirement  at  ZY2  percent  using  GA  1951  mortality  table 
(males)  projected  to  1965. 

Exhibit  IV. — Proportion  of  workers  with  total  earnings  covered  by  wage  base  and 
proportion  of  total  earnings  in  covered  employment  taxable  in  selected  years 


Year 


1950 
1951 
1954 
1955 
1958 
1959 
1965 
1966 


Wage  base 


$3,000 
3,600 
3,  600 
4,200 
4,200 
4, 800 
4,800 
6, 600 


Proportion  of  workers  with 
aU  earnings  taxable  (per- 
cent) 


All  covered 
workers  1 


Regularly 
employed 
men  2 


1  Includes  both  employed  and  self-employed. 

2  Includes  men  who  were  paid  wages  in  each  calendar  quarter  or  acquired  4  quarters  of  coverage  by  being 
paid  maximum  taxable  wages. 

Source:  Department  of  Health,  Education,  and  Welfare. 

Exhibit  V. — Proposed  benefit  increases  for  workers  earning  wages  equal  to  or  more 
than  the  then  current  wage  base 


Year  of  retirement 

Worker's  retirement  benefit 

Worker's  retirement  benefit 
plus  wife's  benefit 

Current 
law 

Proposed 

Increase 

Current 
law 

Proposed 

Increase 

1977  

$151 

$197 

$46 

$226 

$287 

$61 

1987  

156 

227 

71 

234 

317 

83 

1997  

162 

250 

88 

243 

340 

97 

Ultimate  maximum  benefit... 

168 

288 

120 

252 

378 

126 
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Exhibit  VI 
Tax  Treatment  of  the  Aged  (Title  V) 

The  Administration's  proposals  for  eliminating  the  "unfair  and  complex"  fea- 
tures of  the  income  tax  treatment  of  the  elderly  do  not  achieve  these  ends.  To 
the  contrary,  they  introduce  greater  complexity  and  seriously  discriminate 
against  taxpayers  in  the  middle  and  upper  tax  brackets. 

The  Administration  would  substitute  "special  exemptions"  for  all  of  the  exist- 
ing exemptions  granted  to  persons  65  or  over.  The  special  exemptions  are 
roughly  equivalent,  in  dollar  amounts,  to  the  total  of  the  present  exemptions.1 
The  proposal  then  goes  on,  however,  to  provide  for  a  reduction  in  the  special 
exemptions.  For  example,  in  the  case  of  a  married  couple,  both  age  65  or  over, 
the  special  exemption  is  reduced  on  a  dollar-f or-dollar  basis  for  income  in  excess 
of  $11,200. 

The  effect  of  this  reduction  feature  is  to  double  the  rate  of  tax  on  income 
between  $11,200  and  $15,200.  The  Treasury  could  have  simplified  its  proposal 
by  eliminating  this  "disappearing"  exemption  and  simply  providing  that  income 
between  $11,200  and  $15,200  would  be  taxed  at  twice  the  normal  tax  rate.  This 
result  is  clearly  demonstrated  in  the  table  attached  hereto.  The  Treasury  pro- 
posal departs  from  the  traditional  concept  of  a  progressive  rate  tax  structure. 
Instead  it  substitutes  a  "roller  coaster"  rate  structure.  It  taxes  a  married 
couple  at  the  $15,200  bracket  at  the  same  rate  a  married  couple  in  the  $32,000 
bracket  would  pay.    We  know  of  no  justification  for  this  "roller  coaster"  effect. 

The  Treasury's  own  tables  show  a  huge  increase  on  these  middle  income  tax- 
payers. For  instance,  their  tables  show  that  the  proposals  would  increase  tax 
about  37-^tl  percent  for  a  married  couple  age  65  with  $15,000  of  income  and  would 
increase  tax  about  42-47  percent  for  a  single  person  age  65  with  $7,500  of  income. 
It  it  difficult  to  believe  our  present  system  of  taxing  the  elderly  is  so  faulty  as  to 
warrant  tax  increases  of  this  magnitude. 

The  Administration  asserts  that  under  its  proposal  Social  Security  benefits 
would  be  included  in  taxable  income.  This  would  be  true  only  in  a  technical 
sense.  Simply  stated,  the  result  of  the  Treasury's  proposal  is  to  take  one  form 
of  economic  income — social  security  retirement  benefits — and  to  grant  lower  tax 
bracket  taxpayers  a  100  percent  exclusion  for  it,  but  grant  upper  bracket  tax- 
payers only  a  %  exclusion.  This  appears  to  be  a  discriminatory  treatment  of 
the  same  type  of  income  between  similarly  situated  taxpayers.  Traditionally  all 
exclusions  from  gross  income  apply  equally  to  all  taxpayers  regardless  of  their 
tax  bracket.  For  example,  the  exclusion  from  gross  income  for  municipal  bond 
interest,  accident  and  health  benefits,  veterans  educational  benefits,  death  bene- 
fits, rental  value  of  parsonages,  etc.,  apply  equally  to  all  taxpayers,  irrespective 
of  their  tax  bracket.  If  the  Treasury  proposal  were  followed  to  its  logical  con- 
clusion— the  elimination  of  all  exclusions  from  income  and  deductions  for  middle 
and  higher  bracket  taxpayers,  regardless  of  whether  under  or  over  age  65 — it 
would  convert  our  net  income  tax  system  into  a  gross  income  tax  system  for 
such  taxpayers. 


1  For  example,  the  $4,000  special  exemption,  proposed  for  a  married  couple,  both  age  65 


or  over,  is  arrived  at  as  follows : 

(1)  Husband's  maximum  primary  social  security  benefit  $1,  600 

(2)  Wife's  social  security  benefit-  ,   800 

(3)  Husband's  extra  personal  exemption   600 

(4)  Wife's  extra  personal  exemption   600 

(5)  Husband's  extra  $100  minimum  standard  deduction  ,   100 

(6)  Wife's  extra  $100  minimum  standard  deduction   100 


Total   3,  800 


Rounded  up  to   4,  000 
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Amounts  of  tax  and  marginal  tax  rates  under  Treasury  proposal  to  revise  the  tax 
treatment  of  older  people  (married  couple,  both  65) 


Adjusted  gross  income 


Tax  under 
proposal 


Additional 
tax  on  another 
$1,000  of 
income 


Marginal  tax 
rate  on  an- 
other $1,000  of 
income 
(percent) 


$8,200.. 
$9,200.. 
$10,200. 
$11,200 
$12,200. 
$13,200 
$14,200 
$15,200. 
$16,200 
$17,200 


$319 
464 
617 
787 
1, 148 
1, 530 
1,948 
2, 380 
2,605 
2,830 


$145 
153 
170 
361 
382 
418 
432 
225 
225 
225 


Note.— Computations  assume  that  decuctions  (other  than  the  special  exemption  for  the  aged)  amount  to 
10  percent  of  adjusted  gross  income. 

Mr.  Young.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Any  questions  of  Mr.  Young  ? 

Mr.  Curtis.  Yes. 

The  Chairman.  Mr.  Curtis. 

Mr.  Curtis.  I  am  interested  in  exploring  a  bit  this  question  of 
the  private  pension  plans,  whether  they  be  insurance  or  otherwise, 
in  relation  to  the  social  security  plan  which,  as  you  point  out,  does 
not  include  the  saving  factor  because  it  is  almost  a  pay-as-you-go 
situation. 

What  would  be  the  amount  derived  from  the  earnings  on  the  pension 
trust  funds,  earnings  in  paying  benefits  ?  Do  you  follow  what  I  am 
getting  at? 

Mr.  Young.  I  am  not  sure  that  I  do.  Do  you  mean  earnings  on  the 
social  security  trust  fund  of  approximately  $20  billion  ? 

Mr.  Curtis.  In  fact  we  have  had  testimony  that  they  are  no  longer 
counting  on  the  earnings  from  that  trust  fund  in  calculating  payment 
of  benefits,  but  in  the  private  programs  the  earnings  on  the  trust  funds 
there  become  a  real  factor  in  figuring  out  how  much  to  pay. 

Take  a  person  taking  out  a  pension  plan,  say  at  20,  and  paying  in 
for  45  years  in  a  private  plan.  Would  as  much  as  60  percent  of  the 
benefits  that  he  paid  be  derived  from  earnings  of  his  savings  that  go 
into  the  pension  trust  fund  ? 

Mr.  Young.  I  think  that  might  be  an  approximate  figure.  I  would 
guess  about  50  percent  or  so. 

Mr.  Curtis.  This  is  the  kind  of  figure  I  would  like  to  get  because 
when  you  move  more  into  the  base  earnings,  people  up  to  $10,800, 
you  actually  made  the  point  that  this  limits  a  person's  ability  to  build 
on  his  social  security  program,  and  indeed  it  does. 

Of  course  with  the  social  security  system  not  having  any  savings 
aspect,  he  can't  get  as  much  benefit  in  retirement  for  the  dollars  he 
puts  in  social  security  tax  that  he  could  if  he  put  those  equivalent 
dollars  in  his  own  private  program. 

Am  I  not  correct  in  that  ? 

Mr.  Young.  Well,  there  are  some  other  factors  in  here  of  course. 
You  look  at  an  individual's  contribution  and  measure  it  against  his 
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own  retirement  benefit,  but  the  effect  of  the  employer's  contribution  is 
to  supplement  the  individual's  contribution. 

Mr.  Curtis.  Actually  in  order  to  compare  the  two  systems  one  should 
include  the  employer's  benefit  or  payment,  whether  it  is  the  social 
security  program  or  whether  it  is  the  private  program,  because  in  the 
private  program  in  many  instances  the  employer  contributes  and  so 
does  the  employee,  sometimes  one  way  or  the  other.  But  in  order 
to  make  the  comparison  let's  assume  that  whatever  is  paid  into  the 
program,  whether  it  comes  from  the  employer  or  the  employee,  is  re- 
lated to  the  benefits  that  that  person  gets  out.  I  am  trying  to  relate 
the  two  kinds  of  systems,  one  which  uses  the  savings  aspect  and  the 
other  which  is  a  pay-as-you-go. 

I  think  it  is  axiomatic,  but  it  needs  to  be  spelled  out  because  some 
people  don't  see  this,  that,  of  course,  you  can  get  more  benefits  from  a 
savings  kind  of  pension  program  than  you  can  from  a  pay-as-you-go. 

Mr.  Young.  It  is  true  certainly  for  a  person  entering  the  labor  force 
today.  If  you  consider  his  personal  contributions  plus  those  paid  on 
his  behalf  by  his  employer,  he  would  do  better  if  those  contributions 
were  accumulated  at  interest  and  were  all  his  when  he  retired. 

Mr.  Curtis.  That  is  right  because  we  have  put  I  think  something 
around  $90  billion  in  the  trust  funds  of  the  private  pension  plans, 
which,  of  course,  create  a  lot  of  earnings  which  then  are  used  to  help 
to  increase  the  amount  of  benefits. 

Now,  the  reason  I  direct  these  questions  to  you  representing  the  in- 
surance industry  is  because  up  to  date  we  don't  have  the  data  in  the 
record  as  to  the  comparability  of  the  pay-as-you-go  system  as  opposed 
to  the  savings  system.  I  wonder  if  you  could  supply  this  kind  of  data 
for  the  record. 

Mr.  Young.  We  would  be  very  happy  to. 

(The  following  information  was  received  by  the  committee:) 

One  indication  of  the  effect  of  funding  and  the  resulting  investment  income  on 
costs  of  pension  plans  is  the  experience  of  insured  pension  plans  during  1965. 
The  total  reserves  for  such  plans,  as  reported  by  the  Institute  of  Life  Insurance, 
exceeded  $26  billion  during  1965.  The  net  rate  of  return  on  invested  assets  for 
life  insurance  companies  that  year  was  slightly  more  than  4.6%.  This  means 
that  more  than  $1.2  billion  in  investment  income  was  available  to  supplement 
the  considerations  received  during  the  year  of  about  $2.4  billion. 

The  eventual  reduction  in  pension  costs  due  to  funding  will  vary  for  each  plan ; 
thus  the  effects  of  various  rates  of  funding  may,  perhaps,  be  most  clearly  shown 
by  a  hypothetical  example  of  a  mature  pension  plan. 

Assume  the  XYZ  Corporation  has  100  male  employees  retiring  each  year  at 
age  65.  This  results  from  a  continuous  labor  force  of  5,341  active  employees. 
The  total  number  of  retired  employees  receiving  pension  benefits  is  stable  at 
1,565.  Each  retired  employee  receives  a  pension  of  $1,000  per  year.  Therefore, 
if  the  pension  plan  were  on  a  pay-as-you-go  basis  the  payments  made  each  year 
by  the  corporation  would  be  $1,565,000. 

If  the  corporation  had  employed  terminal  funding,  that  is,  if  an  amount  were 
set  aside  each  year  which  would  with  4%  interest  provide  for  all  pension  pay- 
ments to  be  received  by  the  employees  retiring  that  year,  payments  of  $1,123,000 
would  be  made  each  year  by  the  corporation. 

If  the  corporation  had  instead  funded  the  pension  plan  on  a  level  basis,  begin- 
ning at  each  employee's  age  35,  payments  of  $570,000  would  be  made  each  year 
by  the  corporation. 

Finally,  if  the  corporation  had  funded  the  pension  plan  on  a  level  basis,  begin- 
ning at  each  employee's  age  20,  payments  of  $395,000  would  be  required  by  the 
corporation. 

Under  any  funding  method,  contributions  made  by  the  employer  will  exceed 
benefits  actually  being  paid  during  the  early  years  of  the  plan.  The  advantage  of 
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funding  lies,  however,  in  the  earning  of  interest  on  the  fund  which  will  provide  a 
substantial  addition  to  employer  contributions  needed  to  pay  benefits  in  later 
years.  Under  the  last  two  funding  methods  an  initial  liability  exists  for  workers 
at  the  inception  of  the  plan  who  were  then  above  the  age  at  which  funding  was  to 
start  but  who  would  nevertheless  receive  full  benefits.  Additional  contribu- 
tions would  be  required  during  the  early  years  of  the  plan  until  this  liability  was 
amortized. 

The  following  table  shows  details  about  each  of  the  plans  outlined  above. 


Comparison  of  costs  of  pension  plan  under  several  rates  of  funding 


Pay  as 
you  go 

Terminal 
funding 

Level  funding 
from  age  35 

Level  funding 
from  age  20 

Contributions  in  1st  year  of  plan  

Ultimate  level  of  fund   ._.   

Ultimate  level  of  interest  on  fund                .  . 

Ultimate  level  of  contributions    

$100, 000 
0 
0 

1,  565,  000 

$1, 123, 000 
11, 050, 000 
442, 000 
1, 123,  000 

$1,454, 000 
24, 875, 000 
995,  000 
570, 000 

$1,  560,  000 
29,  250, 000 
1, 170, 000 
395, 000 

i  Computations  are  based  on  the  1951  group  annuity  mortality  table  for  males,  projected  to  1965, 4-percent 
interest  and  amortizing  over  25  years  the  initial  liability. 


The  above  table  shows  that  on  a  pay-as-you-go  basis,  the  XYZ  Corporation 
The  above  table  shows  that  on  a  pay-as-you-go  basis,  the  XYZ  Corporation 
would  have  paid  benefits  that  increased  steadily  from  $100,000  in  the  first  year 
of  the  plan  to  the  eventual  level  of  $1,565,000  as  more  and  more  employees 
retired.    No  fund  would  be  accumulated. 

If  terminal  funding  were  used,  about  28%  of  the  benefit  payments  could  be 
met  by  interest  after  the  fund  matured.  Similarly  the  use  of  level  funding 
from  age  35  would  generate  a  larger  fund  and  interest  on  the  fund  could 
meet  about  64%  of  the  benefit  payments,  once  the  fund  matured.  The  use  of 
level  funding  from  age  20  would  generate  a  still  larger  fund  and  after  the  fund 
was  mature  about  75%  of  the  benefit  payments  could  be  met  from  interest  on 
the  fund. 

Whichever  funding  method  is  selected,  higher  or  lower  rates  of  return  on 
investments  mean  that  a  correspondingly  larger  or  smaller  portion  of  benefits 
can  be  met  by  investment  income.  The  proportion  of  benefits  that  are  provided 
through  investment  income  increases  as  the  funded  plan  matures.  The  relative 
importance  of  investment  income  will,  therefore,  vary  throughout  the  history 
of  a  plan. 

Mr.  Curtis.  It  is  comparable,  I  guess,  in  your  own  life  insurance 
where  you  have  term  insurance,  where  you  don't  create  any  savings, 
and  then  your  ordinary  life  where  you  do,  but  we  need  this  data 
in  the  record.  And  indeed,  I  would  hope  the  insurance  industry 
would  start  getting  this  information  out  to  the  public,  this  crucial 
difference  between  the  social  security  system,  which  is  a  pay-as-you- 
go  system,  and  a  retirement  system  which  is  based  upon  an  aspect 
of  savings  and  the  earnings  that  come  about  through  the  trust  funds 
which  will  enable  those  systems  to  pay  larger  benefits  than  the  pay- 
as-you-go  system  could  ever  pay. 

Do  you  follow  what  I  am  trying  to  develop  ? 

Mr.  Young.  Yes,  very  clearly. 

Mr.  Curtis.  Thank  you. 

Mr.  Schneebeli.  Mr.  Chairman. 

The  Chairman.  Mr.  Schneebeli. 

Mr.  Schneebeli.  Mr.  Young,  about  how  much  is  paid  in  on  life 
policies  or  what  are  the  annual  premiums  paid  to  life  insurance  com- 
panies in  the  United  States  ? 

Mr.  Young.  In  total? 
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Mr.  Schneebeli.  Yes,  and  how  does  that  compare  with  the  annual 
social  security  payments.    What  is  the  rough  ratio  between  the  two  ? 

Mr.  Young.  I  think  in  a  moment  we  might  have  those. 

Mr.  Schneebeli.  If  you  don't  have  it  immediately  you  could  put 
it  in  the  record. 

Mr.  Young.  Perhaps  I  should  do  that. 

(The  following  information  was  received  by  the  committee:) 

In  1965,  life  insurance  companies  domiciled  in  the  United  States  collected 
about  $18.3  billion  in  life  insurance  premiums  and  annuity  considerations.1 
During  the  same  year,  according  to  the  Social  Security  bulletin,  OASDI  taxes 
amounted  to  about  $17.2  billion. 

Corresponding  figures  for  earlier  years  are  shown  in  the  following  table, 
which  shows  an  increase  of  155%  in  life  insurance  premiums  and  annuity 
considerations  during  the  period  from  1950  to  1965.  During  the  same  period 
OASDI  taxes  increased  545%. 

Life  insurance  premiums  and  annuity  considerations  and  social  security  taxes  for 

selected  years 


[In  millions  of  dollars] 


1950 

1955 

1960 

1965 

Life  insurance  premiums  and  annuity  consider- 
ations     

7,188 
2,667 

10,191 
5, 713 

13, 339 
11,876 

18,343 
17,205 

OASDI  taxes   

Sources:  Social  Security  Bulletin,  Social  Security  Bulletin  Statistical  Supplement,  and  Life  Insurance 
Fact  Book. 


Mr.  Schneebeli.  And  roughly  what  percentage  of  the  total  earn- 
ings of  the  country  go  into  life  insurance  premiums  annually?  Do 
you  know  that  ? 

Mr.  Young.  Yes.  I  believe  that  is  in  this  exhibit  I.  I  think  there 
is  a  table  on  page  2  of  exhibit  I  in  my  statement.    (See  p.  1218.) 

Well,  this  is  total  personal  saving  and  pension  saving.  It  is  a  per- 
centage of  total  income. 

Mr.  Schneebeli.  It  now  stands  about  4.8  percent ;  is  that  right  ? 

Mr.  Young.  This  is  all  personal  saving.  Pension  savings  is  right 
now  a  little  over  2  percent.  One  of  the  points  in  this  table  is  it  shows 
for  the  last  15  years  or  so,  since  1951,  that  the  percentage  of  personal 
savings  expressed  as  a  percentage  of  income  of  personal  income  has 
been  going  down,  and  that  is  the  point  of  this,  to  show  that  as  social 
security  benefits  have  increased,  the  percentage  of  the  personal  savings 
has  been  decreasing. 

Mr.  Schneebeli.  That  leads  to  my  next  question.  In  the  light  of 
what  has  happened  in  Europe  with  the  expanding  social  security  pro- 
grams which  they  now  have,  do  you  anticipate  that  the  percentage  of 
personal  income  in  this  country  invested  in  life  insurance  will  go 
down  as  this  earnings  base  goes  up  ? 

Mr.  Young.  We  are  very  concerned  about  that  and  that  is  one  of 
our  points. 

Mr.  Schneebeli.  Have  you  had  any  experience  to  date  along  that 
line,  that  as  social  security  payments  increase  your  percentage  of  life 
insurance  premiums  decreases? 


1  In  addition,  life  insurance  companies  received  health  insurance  premiums  in  the  amount 
of  $6,261  billion  and  investment  income  amounting  to  $6,778  billion  in  1965. 
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Mr.  Young.  I  think  that  this  is  particularly  evident  in  the  industrial 
insurance  market  where  since  social  security  has  come  into  being  and 
has  expanded  the  market  for  industrial  insurance  has  decreased  and, 
as  a  matter  of  fact,  in  recent  years,  maybe  the  last  5  years  or  so,  every 
year  the  total  amount  of  new  industrial  insurance  sold  has  gone  down. 

We  believe  that  this  is  very  largely  because  of  social  security. 

Mr.  Schneebeli.  I  was  thinking  more  in  terms  of  voluntary  life 
insurance  that  people  buy. 

Mr.  Young.  That  is  what  I  mean,  industrial  insurance  as  sold  by 
weekly  premium  debit  agents. 

Mr.  Schneebeli.  So  it  has  a  material  effect  on  the  percentage  of 
money  put  into  your  industry  as  these  social  security  payments  are 
going  up. 

Mr.  Young.  Of  course  in  the  last  few  years,  in  this  same  period,  we 
have  had  a  tremendous  increase  in  productivity  in  the  economy  and 
there  has  been  an  offset  there  to  some  extent. 

Mr.  Schneebeli.  I  realize  that.  That  is  in  the  amount  of  money, 
but  perhaps  not  the  percentage  of  the  earnings. 

Mr.  Young.  That  is  true. 

Mr.  Schneebeli.  Thank  you. 

The  Chairman.  Any  further  questions? 

If  not,  again  we  thank  you,  Mr.  Young  and  Mr.  Miller. 

Mr.  Young.  Thank  you. 

(The  following  letter  was  received  by  the  committee:) 

Life  Insurers  Conference, 
Richmond,  Va.,  March  27, 1967. 

Hon.  Wilbur  D.  Mills, 

Chairman,  House  Ways  and  Means  Committee, 
U.S.  House  of  Representatives, 
Washington,  B.C. 

Dear  Chairman  Mills  :  I  am  writing  to  express  the  views  of  the  Life  Insurers 
Conference  on  H.R.  5710,  a  bill  containing  the  proposed  Social  Security  Amend- 
ments of  1967.  The  Life  Insurers  Conference  is  an  association  of  97  life  insur- 
ance companies,  engaged  in  the  business  of  selling  life  insurance,  pension  con- 
tracts and  accident  and  health  insurance. 

Specifically,  we  endorse  the  statement  regarding  H.R.  5710  presented  to  the 
Ways  and  Means  Committee  on  March  20  by  George  W.  Young,  Senior  Vice  Presi- 
dent of  the  Connecticut  General  Life  Insurance  Company,  on  behalf  of  the  Ameri- 
can Life  Convention  and  the  Life  Insurance  Association  of  America.  Mr.  Young's 
company  is  also  a  member  of  our  association. 

To  briefly  spell  out  the  views  expressed  by  Mr.  Young  which  we  feel  deserve 
special  attention  by  the  Committee,  I  offer  the  following  summary  : 

1.  The  proper  role  for  the  OASDI  program  is  to  provide  a  floor  of  economic 
security  for  retired  and  disabled  workers  and  their  dependents,  with  both  room 
and  incentive  for  supplementation  by  individual  as  well  as  voluntary  group  action. 
We  feel  it  is  proper  for  the  Congress  to  periodically  review  the  benefit  levels 
under  the  OASDI  system  to  determine  whether  price  increases  warrant  a  change, 
particularly  at  the  lower  levels,  but  we  feel  the  proposals  contained  in  H.R.  5710 
are  in  excess  of  need. 

2.  The  proposed  across-the-board  increase  of  15  percent  in  the  basic  benefit 
formula  is  not  warranted  by  the  experience  of  the  economy  since  the  last  benefit 
increases  in  1965.  Certainly,  if  increases  beyond  those  indicated  by  the  recent 
rise  in  price  levels  are  felt  to  be  necessary  for  lower-paid  workers,  there  is  no 
justification  for  their  application  to  higher-paid  workers. 

3.  We  support  the  principle  of  increased  minimums  for  career  low-wage  work- 
ers, but  question  whether  the  proposal  to  raise  the  flat  minimum  from  $44  to  $70 
is  consistent  with  the  declared  purpose  of  the  proposal  since  it  would  result  in 
unduly  benefiting  intermittent  or  part-time  workers. 
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4.  We  oppose  the  suggested  earnings  base  increases  on  the  ground  that  the  earn- 
ings base  should  not  exceed  average  earnings.  Furthermore,  the  proposal  would 
produce  a  level  of  benefits  inconsistent  with  the  floor-of-protection  principle. 

5.  We  recognize  the  problems  of  severely  disabled  widows  under  age  62,  and 
have  no  objection  to  their  being  eligible  for  cash  benefits  under  specified  condi- 
tions. 

6.  We  support  the  proposed  increase  in  the  amount  an  individual  may  earn 
without  a  reduction  in  Social  Security  benefits,  since  we  believe  that  the  pro- 
posed increase  is  modest  and  does  not  unduly  weaken  the  sound  retirement  test 
in  existing  law. 

7.  We  favor  application  of  the  Social  Security  system  to  additional  farm 
workers. 

8.  We  concur  in  the  Committee's  efforts  to  place  a  reasonable  limitation  on 
Federal  financial  participation  in  the  Title  XIX  program,  but  question  whether 
the  cash  assistance  eligibility  tests  are  sufficiently  definite  and  stable  to  provide 
a  base  for  medical  assistance  eligibility. 

We  appreciate  the  opportunity  of  making  our  views  known  to  the  Committee, 
and  we  are  willing  to  respond  to  any  questions  the  Committee  may  have  relative 
to  the  above  stated  suggestions. 
Sincerely, 

Martin  B.  Williams, 
Executive  Vice  President  and  Treasurer. 

The  Chairman.  Mr.  Raymond  E.  King,  Jr.  Mr.  King,  we  appre- 
ciate having  you  before  the  committee  and  if  you  will  give  us  your 
name,  address,  and  capacity  in  which  you  appear  for  the  record  we 
will  be  glad  to  recognize  you. 

STATEMENT  OF  RAYMOND  E.  KINO,  JR.,  CHAIRMAN,  COMMITTEE 
ON  SOCIAL  SECURITY,  NATIONAL  ASSOCIATION  OF  LIFE  UNDER- 
WRITERS, ACCOMPANIED  BY  DAVID  J.  PATTISON,  ASSISTANT 
GENERAL  COUNSEL 

Mr.  King.  Thank  you,  Mr.  Chairman.  I  am  Raymond  E.  King,  Jr., 
from  Charlotte,  N.C.,  representing  the  National  Association  of  Life 
Underwriters,  a  member  of  the  board  of  trustees,  and  chairman  of  the 
Social  Security  Committee  of  the  National  Association  of  Life  Under- 
writers. 

I  have  with  me  Mr.  David  Pattison,  assistant  general  counsel  of  the 
National  Association  of  Life  Underwriters. 

The  Chairman.  We  are  pleased  to  have  you  with  us  and  you  are 
recognized,  Mr.  King. 

Mr.  King.  Thank  you,  sir.  Our  organization  is  a  trade  association 
composed  of  935  State  and  local  life  underwriter  associations  rep- 
resenting a  membership  in  excess  of  103,000  life  insurance  agents,  gen- 
eral agents,  and  managers  residing  and  doing  business  in  virtually 
every  locality  in  the  United  States. 

Mr.  Chairman,  we  appreciate  very  much  this  opportunity  to  present 
our  views  with  respect  to  certain  of  the  proposed  revisions  in  the  social 
security  system  set  forth  in  H.R.  5710. 

Prior  to  commenting  on  any  specific  recommendations  in  H.R.  5710, 
moreover,  I  should  like  to  summarize  our  basic  position  with  regard  to 
the  social  security  program  and  its  objectives  and  purposes. 

We  believe  that  the  social  security  program  was  designed  to  provide 
a  basic  floor  of  protection  against  economic  want  and  need,  financed 
by  earmarked  taxes  imposed  upon  employers,  employees,  and  self- 
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employed  individuals,  and  by  earnings  on  the  social  security  trust 
funds. 

It  was  intended,  we  believe,  that  upon  this  basic  floor,  each  covered 
person,  by  individual  and  employer  initiative,  would  plan  and  build 
additional  economic  security  for  himself  and  his  family  by  means  of 
private  savings,  investments,  insurance,  pension  programs,  and  the  like. 

As  thus  originally  conceived  and  designed,  the  social  security  pro- 
gram is  socially  and  economically  desirable;  but  to  insure  its  con- 
tinued existence,  it  is  essential  that  the  program  be  soundly  main- 
tained. Overexpansion  of  the  program  must  be  avoided,  since  such 
overexpansion  would  substantially  increase  the  tremendous  financial 
burden  already  facing  present  and  future  social  security  taxpayers, 
and  pose  a  threat  to  the  safety  and  continued  existence  of  the  program 
itself. 

Apropos  of  the  foregoing,  every  further  expansion  of  existing  social 
security  benefits,  or  the  addition  of  new  types  of  benefits,  would  lessen 
the  traditional  incentive  of  Americans  to  provide  economic  security 
for  themselves  and  their  families  through  voluntary,  private  programs. 

In  addition,  the  increased  social  security  taxes  necessary  to  finance 
each  such  expansion  would  reduce  the  financial  ability  of  Americans  to 
undertake  and  carry  out  such  voluntary,  private  programs. 

Briefly,  Mr.  Chairman,  these  general  views  provide  the  foundation 
for  our  position  regarding  the  specific  recommendations  contained  in 
H.R.  5710.  For  these  and  additional  reasons  we  will  outline  below, 
we  are  opposed  to  the  broad  expansion  of  social  security  proposed  by 
this  legislation.  In  reference  to  certain  specific  portions  of  the  bill, 
our  comments  follow : 

I.  SOCIAL  SECURITY  BENEFIT  INCREASES 

H.R.  5710  would  provide  a  minimum  across-the-board  benefit  in- 
crease of  15  percent  for  all  beneficiaries,  present  and  future,  and  an 
increase  of  more  than  70  percent  in  the  case  of  certain  higher  paid 
individuals  who  retire,  become  disabled  or,  die  in  the  years  ahead. 

As  I  have  already  noted,  the  social  security  program  has  historically 
sought  to  provide  only  a  basic  floor  of  economic  protection,  leaving  to 
covered  individuals  the  responsibility  of  building  additional  protec- 
tion for  themselves  and  their  families  through  their  own  means  and 
initiative. 

We  are  firmly  convinced  that  benefit  increases  of  the  magnitude 
mentioned  above  would  materially  impair  the  incentive  of  countless 
individuals  to  provide  for  their  own  security  through  private  means. 

Secretary  John  W.  Gardner,  of  the  Department  of  Health,  Educa- 
tion, and  Welfare,  in  presenting  the  administration's  arguments  in 
support  of  H.R.  5710,  declared  that  "the  major  problem  with  our  so- 
cial security  program  today  is  that  the  benefit  payments  are  too  low." 

But,  the  Secretary,  by  ignoring  the  relationship  between  public  and 
private  benefits,  leaves  us  with  the  unfortunate  impression  that  the 
administration  feels  that  social  security  benefit  payments  are  "too  low" 
because  they  fail  to  provide  total  protection  against  economic  want 
and  need. 
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We  fear  that  the  administration  seeks  through  this  legislation  to 
raise  social  security  benefits  beyond  a  floor  of  protection  toward  a 
framework  of  total  protection. 

Furthermore,  we  are  concerned  that  the  increased  taxes  needed  to 
finance  these  increased  benefits  would  have  the  effect  of  further  lessen- 
ing the  ability  of  millions  of  covered  individuals  to  make  private  pro- 
vision for  their  additional  retirement  needs. 

In  this  connection,  it  should  be  noted  that  at  least  one  highly  im- 
portant Federal  agency — the  Treasury  Department — has  clearly  indi- 
cated that  it  feels  that  presently  scheduled  social  security  taxes  have 
already  substantially  impaired  the  financial  ability  of  many  Americans 
to  undertake  and  carry  out  such  voluntary,  private  programs. 

In  a  memorandum  dated  May  25,  1966,  in  opposition  to  H.E.  10, 
which  was  designed  to  liberalize  certain  features  of  the  Self -Employed 
Individuals  Tax  Retirement  Act  of  1962,  the  Treasury  Department 
had  this  to  say : 

Second,  even  among  the  professional  groups,  pension  plans  of  the  type  involved 
are,  and  will  in  all  likelihood  remain,  attractive  only  to  higher  income  people. 
For  middle  and  lower  income  people,  social  security  tax  payments  represent  a 
significant  financial  outlay  toward  retirement.  For  example,  a  self-employed 
person  with  earnings  of  $6,600  must,  in  1967  and  1968,  pay  6.4  percent  of  his 
income  toward  social  security  and  medicare.  A  $10,000-a-year  man  must  devote 
4.2  percent  of  his  income  for  this  purpose.  These  percentages  will  rise  to  7.1 
and  4.7,  respectively,  in  1969.  It  is  doubtful  that  many  individuals  at  these 
income  levels  can  afford  to  devote  appreciably  more  to  their  retirement  in  the 
form  of  a  long-term  program.1 

In  a  subsequent  memorandum  in  opposition  to  H.R.  10,  dated  the 
following  day,  May  26,  1966,  the  Treasury  Department  continued  in 
much  the  same  vein  as  follows: 

In  addition,  many  lower  and  middle  income  professional  people  will  find  that 
their  social  security  tax  payments  are  all  they  can  afford  to  devote  to  their 
retirement,  their  remaining  savings  being  necessary  to  meet  other  commitments, 
such  as  the  education  of  their  children,  life  insurance,  and  mortgage  payments 
on  their  houses.2 

(Parenthetically,  let  us  note  the  reference  to  "life  insurance"  in  the 
passage  just  quoted.  However,  we  wish  to  point  out  that  in  the  con- 
text in  which  it  was  used,  the  Treasury  Department  must  have  had 
in  mind  term  life  insurance,  which  serves  no  purpose  as  part  of  an 
individual's  retirement  program.) 

Thus,  to  reiterate,  we  vigorously  oppose  benefit  increases  of  the  size 
and  scope  provided  in  H.R.  5710. 

We  would,  however,  support  a  reasonable  increase  in  benefits  to 
maintain  the  purchasing  power  of  cash  benefits  in  the  face  of  the 
recent  cost-of-living  increases  and  lessened  value  of  the  dollar.  While 
we  are  concerned  over  the  rising  cost  of  living  and  the  inflationary 
trend  of  the  economy,  and  strongly  urge  the  administration  and  Con- 
gress to  take  prompt  and  appropriate  steps  to  halt  this  trend,  we  rec- 
ognize that  it  would  be  unfair  to  place  the  burden  of  the  devalued 
dollar  on  retired  and  other  individuals  who  must  live  on  fixed  incomes. 


1  P.  16,  Rept.  1557,  House  of  Representatives,  89th  Cong.,  2d  sess. 

2  Ibid.,  p.  13. 
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II.  METHOD  OF  FINANCING 

H.K.  5710  recommends  as  a  partial  method  of  financing  increased 
benefits  that  the  taxable  earnings  base  be  increased  in  three  steps  from 
the  current  $6,600  to  $10,800  by  1974. 

This  increased  base  would  raise  the  ultimate  maximum  benefit  pay- 
able to  a  worker  from  $168  a  month  under  the  present  law  to  $288  a 
month  under  the  $10,800  base. 

We  believe  that  it  is  undesirable  to  finance  the  social  security  pro- 
gram by  increasing  the  earnings  base  beyond  the  average  earned  in- 
come of  covered  workers.  First  of  all  this  would  have  the  effect  of 
providing  increased  benefits  to  individuals  with  above-average  earn- 
ings who  are  least  in  need  of  such  benefits. 

At  the  same  time,  because  of  the  weighted  nature  of  the  benefit 
formula  in  favor  of  lower  income  groups,  individuals  with  above- 
average  earnings  would  be  required  to  bear  an  unduly  disproportionate 
share  of  the  financing  of  the  program,  or,  to  put  it  another  way,  would 
be  required  to  increase  the  substantial  "subsidy"  that  they  are  already 
paying  to  the  system. 

Furthermore,  increased  'benefits  to  individuals  with  above-average 
earnings,  as  we  indicated  earlier,  impairs  the  incentive  of  these  in- 
dividuals to  provide  themselves  with  adequate  supplemental  retire- 
ment benefits. 

There  is  absolutely  no  justification  for  increasing  the  benefits  of 
these  persons,  since  they  have  been  provided  with  an  adequate  floor 
of  protection. 

If  additional  revenue  is  needed  to  support  a  cost-of-living  income 
increase  in  benefits  or  any  additional  liberalization  of  the  program,  we 
believe  that  such  additional  revenue  should  come  from  increased 
social  security  tax  rates,  rather  than  from  a  further  increase  in  the 
taxable  earnings  base.  We  feel  this  will  serve  to  equalize  the  burden 
of  financing  the  system  by  all  covered  individuals. 

In  further  reference  to  the  method  of  financing  social  security  bene- 
fits, while  we  strongly  disagree  with  even  the  relatively  minor  resort 
to  the  use  of  general  revenues  provided  for  H.R.  5710,  we  are  pleased 
that  the  bill  essentially  recognizes  and  adheres  to  the  sound  and  vital 
concept  of  payroll  tax  financing. 

We  wish  to  go  on  record  as  stating  our  complete  opposition  to  the 
use  of  general  revenues  to  finance  any  benefits  provided  under  the 
social  security  program  other  than  those  provided  on  a  basis  of  real 
and  provable  need. 

Financing  of  the  program  by  means  of  special,  earmarked  taxes 
paid  by  employers,  employees,  and  self-employed  individuals  is  essen- 
tial to  provide  not  only  necessary  control  over  both  the  types  and 
levels  of  social  security  benefits  but  also  a  greater  measure  of  as- 
surance that  scheduled  benefits  will  in  fact  be  paid. 

Control  of  the  system  would  be  seriously  weakened  in  our  opinion 
if  general  revenues  were  ever  used  to  finance  the  benefits  to  any  sig- 
nificant degree  since  the  source  of  the  financing  would  tend  to  get  lost 
in  the  overall  Federal  budget  and  the  true  cost  of  the  system  would 
be  greatly  or  completely  obscured. 
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HI.  EXTENSION  OF  MEDICARE 

H.R.  5710  would  extend  medicare  protection  to  persons  who  are 
under  65  but  getting  social  security  benefits  because  they  are  severely 
disabled.  We  are  opposed  to  this  provision  on  the  ground  that  it 
would  be  inappropriate  and  unwise  to  substantially  extend  and  expand 
the  medicare  program  at  this  time  in  light  of  the  limited  and  uncer- 
tain cost  experience  under  the  existing  program  since  its  enactment 
and  implementation. 

We  believe,  therefore,  that  Congress  should  postpone  any  basic 
changes  in  the  medicare  program  at  least  until  the  actual  cost  of  the 
present  program  can  be  more  precisely  determined. 

The  committee  has  heard  considerable  testimony  these  past  few 
weeks  regarding  the  current  and  projected  costs  of  the  medicare  pro- 
gram. Uncertain  experience  under  medicare  casts  grave  doubts  as 
to  the  ability  of  currently  earmarked  funds  to  bear  the  burden  of  in- 
creased hospital  and  other  costs. 

A  precipitate  expansion  might,  therefore,  weaken  the  program  with 
respect  to  current  and  future  eligible  senior  citizens — for  whom  the 
program  was  really  intended. 

We  support  the  position  expressed  by  Charles  A.  Siegfried  on  behalf 
of  the  Health  Insurance  Association  of  America  that  there  is  a  scarcity 
of  current  data  necessary  to  evaluate  satisfactorily  the  nature  of  the 
need  for  an  extension  of  medicare  coverage  to  include  the  disabled. 

We  agree  that,  quoting  him,  "there  is  needed  information  on  the  in- 
come supplements  which  these  disabled  persons  may  have  beyond 
the  DI  benefits  they  receive  and  more  specific  knowledge  of  the  charac- 
teristics of  their  health  care  needs." 

Since  the  needs  of  the  disabled  might  not  resemble  the  needs  of  the 
aged,  extension  of  medicare  to  cover  this  new  group  should  be  post- 
poned until  their  needs  are  actually  and  adequately  known. 

IV.  TITLE  xix 

H.E.  5710  provides  that  Federal  participation  in  title  XIX  medical 
assistance  payments  would  not  be  available,  after  December  31,  1967, 
in  payments  for  medical  assistance  to  individuals  and  families  whose 
incomes  exceed  by  more  than  50  percent  the  highest  income  standards 
used  by  the  State  in  determining  eligibility  under  the  cash  assistance 
program. 

It  would  further  require  that  a  State's  standards  with  respect  to 
income  used  in  determining  eligibility  for  cash  assistance  payments 
shall  be  no  less  than  two-thirds  of  those  used  for  medical  assistance. 

This  is  one  of  several  proposals  that  would  have  the  effect  of  limiting 
or  reducing  the  amount  of  Federal  funds  available  for  use  by  States 
in  setting  up  so-called  "medicaid"  programs.  We  support  efforts  to 
prevent  undue  and  excessive  utilization  by  the  States  of  this  program. 

Your  committee,  during  the  last  session  of  Congress,  spent  con- 
siderable time  in  executive  session  studying  the  problems  involved  in 
containing  title  XIX  implementation  by  the  States  within  reasonable 
bounds.  Several  expert  witnesses  have  testified  at  current  hearings 
on  this  same  problem. 
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We  believe  the  committee  is,  as  a  result,  fully  aware  of  the  need  to  set 
standards  for  Federal  participation  under  title  XIX  and  we  are  hope- 
ful that  the  legislation  reported  from  this  committee  will  contain  rea- 
sonable limitations  on  this  program. 

V.  INDEPENDENT  REVIEW  AND  STUDY  OF  THE  SOCIAL  SECURITY  SYSTEM 

Social  security  has  gradually  grown  and  expanded  from  its  modest 
beginnings  in  1937  to  the  point  where  it  encompasses  almost  the 
entire  working  population  and  provides  benefits  never  envisioned  at 
its  inception. 

Over  the  years,  we  admit,  volumes  of  literature — the  fruits  of 
years  of  study  and  research — have  appraised  all  aspects  of  the  sys- 
tem. The  volumes  of  testimony  presented  to  this  committee  alone  is 
ample  evidence  of  the  thought  by  many  people  which  has  gone  into 
the  study  of  the  various  roles  of  social  security  in  assuring  the  basic 
needs  of  individuals. 

However,  no  comprehensive  and  overall  appraisal  of  the  social 
security  system  as  it  currently  exists  or  its  future  projections  is 
presently  available. 

You  are  aware,  members  of  the  committee,  more  than  we,  of  the 
complexities  of  the  system  and  the  difficulty  in  assessing  the  factors 
involved  in  appraising  such  proposals  as  those  involved  in  H.R. 
5710.  Many  authorities  on  social  security  have  suggested  that  a  care- 
ful study  and  review  of  the  system  and  all  its  aspects  is  needed  at 
this  time. 

Our  association  is  gravely  concerned  over  the  implications  involved 
in  several  proposals  to  expand  social  security,  as  our  testimony  today 
indicates.  We  are  fearful  that  the  original  objectives  of  the  program 
and  its  basic  role  are  being  lost  sight  of  that  shortsighted  tampering 
with  isolated  aspects  of  social  security  might  and  could  well  under- 
mine the  total  structure. 

In  view  of  these  factors,  Mr.  Chairman,  we  believe  a  comprehen- 
sive and  complete  study  of  the  social  security  program,  its  benefits, 
costs,  and  financing  should  be  undertaken  by  independent  authorities 
representing  all  segments  of  the  economy. 

We  would  hope  that  appropriate  analysis  of  the  role  of  private 
retirement  benefits  would  be  included  as  part  of  any  such  study.  The 
administration,  in  a  report  on  "public  policy  and  private  pension  pro- 
grams" issued  by  the  President's  Committee  on  Corporate  Pension 
Funds  and  Other  Private  Retirement  and  Welfare  Programs,  and 
Congress,  in  conducting  hearings  on  private  pension  plans — Joint 
Economic  Committee — and  extending  private  pension  coverage — Sen- 
ate Special  Committee  on  Aging — have  initiated  what  we  believe  will 
be  a  long-range  and  comprehensive  study  of  the  role  of  the  private 
pension  system  in  providing  adequate  supplemental  retirement  income. 

The  role  of  the  private  sector  and  its  present  and  future  impact  on 
retirement  programs  should  be  thoroughly  studied  prior  to  an  expan- 
sion of  the  public  role  beyond  reasonable  boundaries. 

We  hope,  therefore,  the  Congress  will  consider  the  appropriate  re- 
lationship between  private  and  public  benefits  and  refrain  from  ex- 
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panding  social  security  to  unreasonable  limits  that,  might  impede  the 
growth  of  private  pension  plans  and  other  retirement  programs. 

Since  AFL-CIO  President  George  Meany,  in  answer  to  questions 
posed  following  his  testimony  on  H.R.  5710,  urged  the  committee  to 
ignore  what  is  occurring  in  the  private  sector  in  evaluating  the  need 
for  increases  in  the  social  security  program,  we  deemed  it  important 
to  focus  briefly  on  the  relationship  between  private  and  public  pro- 
grams which  is  recognized  by  most  authorities  in  America  today. 

We  hope  the  committee  will  consider  this  relationship  in  evaluating 
the  proposals  contained  in  H.R.  5710,  and  in  considering  the  need  for 
further  study  of  the  respective  roles  of  both  systems  in  providing  ade- 
quate retirement  protection  for  the  workers  of  this  Nation. 

In  testifying  before  the  Joint  Economic  Committee  last  year,  Com- 
missioner Robert  M.  Ball  of  the  Social  Security  Administration  noted 
that  "private  plans  cannot  reasonably  be  considered  separately  from 
the  public  program  *  *,*"  Similarly,  we  do  not  believe  that  the  pub- 
lic program  can  be  considered  separately  from  the  private  program. 

Commissioner  Ball  further  stated: 

Private  pension  plans  in  recent  times  have  taken  on  more  of  a  general  public 
purpose  and  tend  now  to  be  justified  on  the  ground  that  they  make  an  important 
contribution  to  the  security  of  a  large  number  of  workers — providing  for  them  in 
combination  with  Social  Security  a  much  higher  level  of  living  in  retirement  than 
would  probably  be  reasonable  to  expect  from  even  a  substantially  liberalized 
Social  Security  program  standing  alone.  Tjhere  is  little  doubt  that  private  initia- 
tive will  continue  to  foster  plans  supplementary  to  the  broad  base  of  the  public 
program  and  it  is  important  that  they  be  shaped  in  the  public  interest. 

The  report  of  the  President's  Committee  concluded  that  private 
pension  plans  "should  continue  as  a  major  element  in  the  Nation's 
total  retirement  security  program." 

It  added  that: 

Public  policy  should  continue  to  provide  appropriate  incentives  to  private  plan 
growth,  and  by  improving  the  basic  soundness  and  equitable  character  of  such 
plans,  set  a  firmer  foundation  for  their  future  developments. 

In  conclusion,  Mr.  Chairman,  we  believe  that  further  analysis  of 
the  future  of  social  security  and  the  impact  of  recent  amendments  upon 
the  program  is  necessary  to  evaluate  the  effect  of  further  liberaliza- 
tions, and  we,  therefore,  hope  that  your  committee  will  exercise  ex- 
treme caution  in  reviewing  the  proposals  contained  in  H.R.  5710. 

We  would  hope  that  expansion  of  the  program,  without  adequate 
recognition  of  the  role  of  the  private  sector,  would  be  avoided. 

We  agree  that  the  burden  of  increased  cost  of  living  should  not  be 
borne  by  individuals  on  fixed  income,  and  we  would,  therefore,  sup- 
port a  reasonable  cost-of-living  increase  in  cash  benefits.  But  we  hope 
that  undue  expansion  beyond  a  reasonable  floor  of  protection  would  be 
avoided. 

Finally,  Mr.  Chairman,  Ave  hope  Congress  will  urge  and  support 
a  comprehensive  and  independent  review  and  study  of  the  overall 
program  of  retirement  benefits  to  provide  a  firmer  basis  for  projecting 
the  futue  of  social  security. 

Thank  you  very  much. 

The  Chairman.  We  thank  you,  Mr.  King,  for  bringing  to  us  your 
statement  on  this  matter.  We  appreciate  your  coming. 
Are  there  any  questions  of  Mr.  King  ?   Mr.  Curtis. 
Mr.  Curtis.  Mr.  King,  on  page  6  you  point  out : 
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This  increased  base  would  raise  the  ultimate  maximum  benefit  payable  to  a 
worker  from  $168  a  month  under  present  law  to  $288  a  month  under  the  $10,800 
base. 

Now,  the  $168  a  month  benefit  payment  under  present  law  is  on  the 
base  of  paying  in  $174  by  the  worker,  but  with  the  employer  amount, 
payment  amounts  to  $348. 

Mr.  King.  Being  an  equal  amount,  yes,  sir. 

Mr.  Curtis.  That  is  right.  Now,  to  get  the  increase  from  $168  to 
$288,  an  increase  of  $120  a  month,  we  increase  the  amount  of  payment 
in  one  respect  $599  a  year  for  the  employee,  but  adding  to  that  the 
employer,  $1,198. 

In  other  words,  we  go  up  $850  a  year  premium  in  order  to  get  this 
$120  additional  benefit  a  month.  Your  industry  is  in  the  business  of 
telling  people  what  they  can  get  for  how  much  additional  premium 
they  pay.  For  an  additional  $850  a  year  would  you  be  able  in  the 
private  programs  to  match  that  $120  a  month  increase  ? 

Mr.  King.  Mr.  Congressman,  I  don't  have  your  figures  in  front  of 
me  so  I  am  taking  your  figures,  but  I  can  tell  you  and  of  course  cer- 
tainly it  depends  on  the  ages  

Mr.  Curtis.  Yes. 

Mr.  King  (continuing).  At  which  they  begin  the  program  and 
many  other  factors,  but  there  is  no  question  today,  and  even  Commis- 
sioner Ball,  I  believe,  accepts  this  fact,  that  a  young  individual  enter- 
ing the  program  today,  the  contributions  made  by  him  and  employer 
are  substantially  greater  by  the  date  of  retirement  than  he  could  ever 
hope  to  get  back. 

In  the  insurance  business  of  course  we  are  in  the  business  of  provid- 
ing guarantees.  That  is  one  of  the  things  that  we  must  do,  provide 
guarantees,  and  certainly  the  return  at  date  of  retirement  would  be 
substantially  greater  than  the  contributions  made  to  the  program  in  an 
insurance  retirement  contract,  would  be  substantially  greater,  and  I 
believe  that  under  social  security  program  today  under  normal  life 
expectancy  and  the  present  mortality  table,  the  contributions  for  an 
individual  entering  the  program  today  would  be  substantially  greater 
than  he  ever  hoped  to  get  back.  In  the  insurance  business  it  would  be 
exactly  opposite. 

Mr.  Curtis.  Yes.  I  wonder,  becaue  you  people  are  knowledgeable 
in  telling  people  what  they  can  get  for  so  much,  if  you  would  supply 
this  for  the  record  and  take  different  ages.  Take  age  20,  age  30, 
whatever,  but  I  think  this  committee  needs  to  know  what  a  person  can 
get  for  $850  a  year  added  premium  in  relation  to  what  we  as  a  Congress 
can  tell  people  they  can  get  for  paying  $850  more  in  taxes. 

Maybe  this  is  a  good  deal,  but  it  looks  to  me  like  it  is  not  a  very  good 
deal  if  they  pay  in  addition,  using  this  hypothetical  case,  and  get  only 
$120  a  month  more  for  this  $850  added  premium. 

See  what  I  am  trying  to  get  at. 

Mr.  King.  I  see  exactly,  Mr.  Congressman. 

Mr.  Curtis.  It  is  the  same  kind  of  question  I  asked  the  previous 
witness,  the  insurance  companies,  and  it  bears  right  on  the  point  that 
you  are  making.  We  are  concerned  where  the  base,  the  social  security 
system,  fits  with  the  private  programs  and  if  we  move  into  the  $10,800 
base  we  are  beginning  to  move  into  an  area  where  private  pension 
plans  tends  to  prevail. 

Mr.  Burke.  Will  the  gentleman  yield  ? 
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Mr.  Curtis.  No  :  I  am  asking  a  question  please. 

For  $850  either  paying  taxes  under  the  social  security  system  what 
does  it  do,  or  paying  it  into  the  various  kinds  of  insurance  or  pension 
programs  what  would  it  do.  That  is  what  I  would  like  to  get  some 
help  on. 

Mr.  King.  We  would  appreciate  the  opportunity  to  do  it  and  we 
will  prepare  you  a  table  there. 

(The  following  information  was  received  by  the  committee:) 

The  National  Association  of  Life  Underwriters, 

Washington,  B.C.,  April  7, 1967. 

Hon.  Wilbur  D.  Mills, 

Chairman,    Committee    on    Ways    and   Means,    House    of  Representatives, 
Washington,  D.C. 

Dear  Mr.  Mills  :  Following  our  testimony  to  the  Committee  on  Ways  and 
Means  on  March  20,  Representative  Thomas  B.  Curtis,  a  member  of  the  Com- 
mittee, asked  our  Association  to  prepare  a  comparison  of  the  additional  cash 
benefits  available  at  the  maximum  benefit  level  for  Social  Security  beneficiaries 
under  the  terms  of  H.R.  5710,  with  retirement  benefits  provided  for  the  equiva- 
lent premium  by  private  insurers.  NALU's  witness,  Raymond  E.  King,  Jr.,  told 
the  Committee  that  he  would  ask  the  NALU  Staff  to  gather  and  submit  the  in- 
formation requested,  and  that  is  the  purpose  of  this  letter. 

We  recognize  that  any  comparison  of  relative  benefits  available  under  Social 
Security  and  under  contracts  with  private  insurance  companies  is  exceedingly 
difficult  in  view  of  the  essential  differences  between  public  and  private  retire- 
ment programs.  However,  we  believe  the  following  illustration  will  show  the 
comparative  retirement  benefits  available  under  the  two  systems. 

In  1974,  under  the  provisions  of  H.R.  5710,  Social  Security  would  entitle  an 
individual  to  receive  at  retirement  a  maximum  monthly  cash  benefit  of  $288,  an 
increase  of  $120  a  month  over  the  maximum  retirement  benefit  he  would  be 
eligible  to  receive  under  current  law  in  1974. 

Under  the  terms  of  H.R.  5710,  OASDI  benefits  (excluding  hospitalization) 
would  be  financed  at  a  tax  rate  of  five  percent  each  on  employers  and  employees 
on  a  $10,800  taxable  earnings  base,  resulting  in  a  maximum  combined  employer- 
employee  annual  tax  of  $1,080.00.  This  would  represent  an  increase  of  $439.80 
over  the  scheduled  tax  of  $640.20  that  would  be  paid  in  1974  under  current  law. 

According  to  Robert  J.  Myers,  Chief  Actuary  of  the  Social  Security  Administra- 
tion, 28.3  percent  of  the  OASDI  tax  represents  the  contribution  for  disability 
benefits  an  individual  is  entitled  to  receive  prior  to  his  attaining  age  65,  and 
benefits  his  survivors  would  be  entitled  to  receive  if  he  dies  prior  to  attaining 
age  65.  Therefore,  71.7  percent  of  the  OASDI  tax  represents  the  amount  con- 
tributed for  retirement  and  survivorship  benefits  for  individuals  who  have  reached 
age  65. 

Applying  this  percentage  (71.7%)  to  the  $439.80  tax  increase  contemplated 
by  H.R.  5710,  the  combined  employer-employee  annual  tax  necessary  to  entitle  an 
individual  to  additional  monthly  maximum  retirement  benefits  of  $120  at  age 
65  would  be  approximately  $315.  A  retired  individual  and  his  wife  would  be 
entitled  to  additional  benefits  of  $126  per  month,  and  the  individual's  widow 
would  be  entitled  to  additional  survivorship  benefits  of  $99  per  month. 

The  enclosed  chart  illustrates  the  amounts  of  benefits  available  under  annual 
premium  retirement  annuities  that  could  be  purchased  with  the  foregoing 
additional  combined  employer-employee  contribution  of  $315  scheduled  in  1974, 
if  an  insurance  premium  corresponding  thereto  were  paid  from  ages  21  and 
25  up  to  age  65. 

It  should  be  noted  that  Social  Security  benefits  are  subject  to  the  retire- 
ment earnings  test  which  eliminates  benefits  for  certain  individuals  whereas 
the  private  retirement  annuity  is  payable  automatically  when  an  individual 
reaches  age  65.  Also,  whereas  the  private  retirement  annuity  does  not  provide 
death  benefits  after  age  65,  the  cash  value  of  the  annuity  or  the  premium  paid, 
whichever  is  greater,  is  paid  to  an  individual's  survivors  if  he  dies  prior  to  at- 
taining age  65  or  to  himself  if  he  should  surrender  the  annuity  prior  to  retire- 
ment. This  benefit  is  not  available  to  Social  Security  beneficiaries. 
Very  truly  yours, 

H.  James  Douds,  General  Counsel. 

David  J.  Pattison,  Assistant  General  Counsel. 
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Mr.  Burke.  Will  the  gentleman  yield  there  for  just  a  moment? 
Would  the  gentleman  ask  him  if  he  would  also  include  survivors  and 
disability  protection  ? 

Mr.  Curtis.  Oh,  sure. 

Mr.  Burke.  The  entire  protection  package.  We  don't  want  to  re- 
strict your  answer. 

M.  Curtis.  Wait  a  mintue,  Mr.  Chairman.  I  am  going  to  yield  but 
let  me  make  it  very  clear  that  of  course  I  expect  that.  I  have  been  ask- 
ing for  that,  but  notably  the  Government  witnesses  wouldn't  give  any 
of  this  data,  hadn't  even  studied  this.  We  want  this  out  in  the  open.  I 
welcome  the  gentleman's  contribution  and  I  would  have  expected,  be- 
cause I  used  the  word  "comparability,"  that  you  would  include  the 
complete  data  and  it  is  about  time  we  did  get  some  of  this  out  in  the 
open 

Let  me  make  another  suggestion  in  light  of  this.  I  don't  know  what 
the  previous  witness  has  done  or  his  industry  or  you  and  your  industry 
toward  getting  your  statements  publicized  but,  notably,  and  this  has 
been  true  for  many  years,  the  news  media  are  in  attendance  when  the 
Government  presents  its  case,  but  they  don't  even  wait  for  cross-ex- 
amination. They  certainly  aren't  present  when  the  contrary  case  is 
presented,  so  I  think  it  is  most  important  that  this  witness  and  the 
previous  witness,  these  other  industries,  who  take  issue  with  the  ad- 
ministration's position  do  something  about  disseminating  it,  because 
my  colleagues,  even  on  this  committee,  get  their  information  more 
from  reading  the  news  media  than  they  do  from  reading  the  record 
and  the  cross-examination.  This  is  certainly  true  of  my  other  col- 
leagues who  don't  serve  on  this  committee. 

So  when  we  don't  have  any  reporting,  let  alone  to  the  people  of  this 
country,  we  don't  have  a  very  good  reporting  to  my  colleagues,  so  I 
welcome  the  gentleman's  insistence  that  this  be  a  complete  compara- 
bility to  the  extent  that  you  can  give  it  to  us. 

Mr.  Burke.  Mr.  Curtis,  you  won't  mind  me  correcting  the  impres- 
sion you  are  leaving  with  this  gentleman  that  we  depend  on  the  news 
media  for  our  information.  You  certainly  are  not  impugning  the 
members  on  either  side,  I  don't  believe,  by  making  such  a  rash 
statement. 

Mr.  Curtis.  Oh,  I  am  impugning. 

Mr.  Burke.  I  would  like  to  have  you  substantiate  it. 

Mr.  Curtis.  I  certainly  am. 

Mr.  Burke.  You  are  merely  mentioning  an  opinion  of  your  own. 
Mr.  Curtis.  Oh,  yes ;  but  it  is  impugning. 
Mr.  Burke.  You  are  not  speaking  for  me. 
Mr.  Curtis.  I  assume  I  am  not. 

Mr.  Burke.  I  doubt  if  you  are  speaking  for  any  member  on  this 
side. 

Mr.  Curtis.  That  is  unfortunate  because  the  record  is  pretty  clear. 
Mr.  Burke.  The  record  is  very  clear.  Your  philosophy  and  mine  are 
entirely  different. 
Mr.  Curtis.  That  is  for  sure. 

Mr.  Burke.  But  I  will  respect  you  and  say  that  you  listen  to  the 
testimony  and  I  will  respect  every  other  member  of  this  committee  and 
say  that  he  listens  to  the  testimony. 
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Mr.  Curtis.  Let  me  say  to  the  gentleman  we  do  have  a  pretty  good 
attendance  right  now,  10'  out  of  a  25 -man  committee. 

Mr.  Ullman  (presiding).  Are  there  any  further  questions? 
The  gentleman  from  Massachusetts. 

Mr.  King.  Mr.  Chairman,  before  he  asks  a  question,  which  I  will  be 
glad  to  answer,  may  I  comment  just  briefly  on  the  statement  that  the 
Congressman  made  about  this  information  and  the  comments  that 
were  made  by  other  committee  members. 

We  will  today  direct  the  staff  of  the  National  Association  of  Life 
Underwriters  to  begin  preparing  this  information,  showing  benefits 
prior  to  retirement  or  death  benefits  and  benefits  at  retirement,  using 
reasonable  or  average  premium  rates  of  this  industry.  We  will  direct 
the  staff  today  to  begin  working  on  that  for  presentation  to  the 
committee. 

Mr.  Ullman.  The  gentleman  from  Massachusetts. 

Mr.  Burke.  I  wanted  to  say  that  we  listen  to  every  witness  very 
intently  and  we  take  in  all  the  testimony  and  we  consider  the  testimony 
before  this  committee  irrespective  of  what  occurred  here  this  morning. 

On  page  6  you  state : 

We  would,  however,  support  a  reasonable  increase  in  benefits  *  *  * 
Could  you  pinpoint  that  a  little  ? 

Mr.  King.  Yes ;  I  would  be  glad  to.  We  feel  that  a  reasonable  in- 
crease in  benefits  would  be  somewhat  comparable  to  the  cost- of -living- 
increase  since  the  last  increase  in  benefits  approximately  2  years  ago. 
The  economists  tell  us  today  that  is  about  7  or  7y2  percent.  We  would 
certainly  support  a  7  or  7y2  percent  cost-of-living  increase. 

We  do  not  believe  that  these  old  people  of  this  Nation  that  depend 
on  fixed  incomes  to  live  must  be  the  ones  made  to  suffer.  We  would 
certainly  approve  an  increase  equal  to  the  cost  of  living  since  the  last 
increase  and  I  believe  that  is  about  7  or  7y2  percent.  Whatever  it 
worked  out  to  be  exactly  we  would  support,  but  it  is  approximately  7 
or  71/2  percent. 

Mr.  Burke.  Thank  you. 

Mr.  Ladrum.  Mr.  Chairman. 

Mr.  Ullman.  Any  questions?    Mr.  Collier. 

Mr.  King.  May  I  just  make  one  other  statement  in  response  to  your 
comment  please,  when  you  said  you  listen  intently  to  every  witness. 

For  a  long,  long  time  I  have  been  one  of  the  admirers  of  the  public 
servants  of  this  Nation  whether  they  be  Members  of  Congress  or  mem- 
bers of  the  county  commissioners,  and  I  know  that  they  do  that,  my 
friend,  yes. 

Mr.  Burke.  I  am  glad  that  you  recognize  the  politically  inspired 
statement  when  it  is  made. 
Mr.  Ullman.  Mr.  Collier. 

Mr.  Collier.  In  line  with  what  my  colleague,  Mr.  Curtis,  has  stated, 
I  want  to  make  this  observation.  I  think  one  of  the  great  problems 
that  we  face  in  trying  to  establish  a  social  security  program  which 
makes  good  sense  is  the  fact  that  we  constantly  fail  to  tell  a  participant 
exactly  what  is  involved  in  dollars-and-cents  cost  to  them. 

To  further  illustrate  the  point  that  we  are  not  always  cognizant  of 
what  is  put  into  the  record  but  never  gets  into  the  public  press,  when 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


1241 


the  medicare  bill  was  under  consideration  I  did  put  some  figures  in  the 
record  merely  to  show  the  young  people  who  are  entering  the  labor 
market  today  that  the  social  security  program  has  reached  the  point 
of  diminishing  returns  as  far  as  the  individual  is  concerned. 

In  this  process  we  found  that  a  young  man  entering  the  labor  mar- 
ket at  22  years  of  age,  if  he  were  to  put  his  social  security  tax  contribu- 
tion into  a  private  financial  institution  at  4%  percent  compounded 
interest,  as  he  would  be.  doing  if  he  had  a  private  plan,  at  the  age  of 
65  he  would  have  in  the  neighborhood  of  $80,000. 

Now,  I  am  not  going  to  quarrel  with  whether  or  not  he  might  think 
this  is  a  good  or  bad  deal.  The  point  is  that  he  ought  to  know  this. 
Once  he  has  this  information  and  knows  what  he  is  getting  for  his 
social  security  tax  investment,  if  he  then  still  feels  it  is  a  good  deal, 
God  bless  him.  But  I  think  one  of  the  problems  has  been  that  it  is  hard 
to  educate  people  on  what  really  they  are  paying  into  social  security 
for  what  they  stand  to  get  out  of  it.  Recognizing  as  I  do,  that  it  is 
a  program  to  spread  the  risk,  I  also  realize  that  this  is  an  insurance 
program  though  perhaps  not  a  very  good  one  in  some  respects.  I  see 
nothing  wrong  with  educating  people  to  just  where  we  are  going  and 
to  let  them  decide  how  far  we  can  go  in  this  program  with  the  in- 
creasing payroll  tax  assessed  upon  even  the  lower  income  groups. 

Mr.  King.  I  think  that  is  an  excellent  statement  and,  Mr.  Chairman, 
may  I  comment  on  it  to  this  extent? 

Perhaps  those  of  us  in  the  insurance  industry,  whether  we  represent 
the  companies  as  the  previous  witness  did,  or  whether  we  represent  the 
salesmen  on  the  firing  line,  must  plead  guilty  to  not  having  had  as  good 
a  public  relations  program  as  perhaps  we  should  have. 

We  think  we  have  attempted  it  awfully  hard,  but  we  have  not  had 
perhaps  as  good  a  program  as  we  should. 

Second,  I  would  like  to  say  this.  We  would  have  to  take  issue  with 
a  previous  witness  before  this  committee  several  days  ago  when  Mr. 
Meany  said  that  he  felt  that  social  security  ought  to  disregard  the 
private  sector  of  the  economy  in  any  benefits  that  you  consider  for 
social  security. 

We  just  do  not  believe  that  you  can  in  all  good  conscience  do  that. 
It  is  entwined  and  combined  and  we  support  social  security.  We  are 
not  opposed  to  it.  We  support  it  as  a  basic  floor  of  protection,  but  we 
believe  that  traditional  in  America,  and  we  believe  that  is  what  has 
made  this  country  great,  is  the  fact  that  in  addition  to  that  basic  floor 
of  protection  we  have  in  America  the  private  initiative  and  the  right 
where  the  individual  can  add  to  it,  and  all  we  are  saying  is  that  it 
ought  to  be  combined. 

We  are  saying  we  ought  to  have  a  complete  study.  We  ought  to  take 
into  consideration  the  public  sector  and  the  private  sector.  We  sup- 
port exactly  what  you  are  saying  and  we  support  social  security  for  a 
basic  floor  of  protection,  but  then  we  believe  beyond  that  it  is  the 
individual's  right  and  responsibility  to  add  the  supplementary  benefits 
necessary  for  the  income  that  he  desires  beyond  the  basic  floor  of 
protection. 

Mr.  Ullman.  Mr.  Landrum. 

Mr.  Landrum.  Mr.  Chairman,  I  would  like  to  reply  at  this  time  to 
the  allegation  made  by  my  distinguished  friend  from  Missouri  about 
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the  members  of  this  committee  and  Members  of  the  Congress  depend- 
ing upon  the  news  media  to  supply  them  with  the  information  about 
these  things.  I  would  say  to  the  gentleman  now  testifying  and  to  the 
gentleman  on  the  committee  that  I  believe  that  statement  is  a  most 
inaccurate  one.  I  have  myself  read  in  detail  the  statements  that  are 
submitted  here  by  the  people  who  come  to  testify.  I  have  done  what 
amount  of  studying  my  time  and  my  limited  capacity  will  permit  me 
to  do  in  order  to  arrive  at  some  fair  decision  on  these  important 
problems. 

I  think  the  public  is  entitled  to  know  that  we  do  not  depend  upon 
the  Washington  Post  or  the  Evening  Star  or  even  the  television  for 
our  information  on  which  to  base  actions  that  we  may  take,  and  I 
would  say  that  just  so  that  the  record  may  be  straight  as  to  my  own 
position,  but  as  to  all  of  us  in  general.  I  mention  it  also  because  I 
recall  an  incident  a  good  many  years  ago  when  a  gentleman  from  the 
Southern  part  of  the  United  States,  Alabama  in  particular,  came  up 
here  and  made  the  statement  that  he  had  to  wait  until  the  next  morning 
to  read  the  newspapers  to  find  out  what  he  had  done  the  day  before  and 
he  didn't  come  back  anymore.  I  am  sure  Mr.  Curtis  doesn't  want  to 
indict  all  of  us  with  the  charge  that  might  make  us  liable  to  empty  the 
seats  we  hold  here. 

Mr.  Ullman.  The  chair  will  say  that  we  have  discussed  this  matter 
sufficiently.  It  is  the  chair's  judgment  that  this  is  a  most  diligent  com- 
mittee and  I  think  it  is  most  unfortunate  that  such  remarks  were  en- 
tered. The  chair  is  not  going  to  entertain  any  further  discussion  on 
this  matter. 

Are  there  any  further  questions? 

Mr.  Curtis.  The  statements  are  in  and  leave  it  that  way. 

Mr.  Ullman.  The  gentleman  from  Missouri  has  made  his  state- 
ment. I  think  it  is  quite  clear  and  I  think  any  further  discussion  is 
out  of  order. 

The  gentleman  from  New  York. 

Mr.  Gilbert.  Kef  erring  back  to  the  earlier  question  that  Mr.  Curtis 
has  propounded  to  you  with  respect  to  what  the  private  sector  would 
give  you  for  the  amount  of  the  increased  premium,  I  want  to  make 
it  crystal  clear,  and  I  think  Mr.  Burke  had  alluded  to  it  earlier,  that 
in  your  reckoning  and  figuring  you  include  the  disability  aspect  of 
this  increase  and  the  survivor  benefit  aspect  of  this  increase,  so  that 
we  have  a  total  and  complete  answer  with  respect  to  what  this  increase 
in  premiums  would  amount  to  and  benefits  you  would  receive. 

Mr.  King.  It  would  only  be  subterfuge  on  our  part  if  we  attempted 
to  do  it  otherwise.  I  understand  completely  what  you  want  and  desire 
and  I  understand  what  I  think  you  would  need  in  order  to  draw  a  rea- 
sonable comparison.  We  will  today  direct  the  staff  to  begin  work  to 
prepare  such  analysis  for  you,  showing  the  deposits,  the  benefits,  both 
prior  to  retirement  and  after  retirement,  using  the  average  rates  of 
the  industry,  picking  out  no  individual  company. 

I  don't  think  we  could  afford  to  do  that.  We  will  use  an  average 
rate.  In  understand  exactly  what  you  mean  and  what  Mr.  Burke  re- 
ferred to  and  we  will  do  that.  We  would  not  attempt  to  use  subterfuge 
in  any  way. 
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Mr.  Gilbert.  Might  I  suggest  that  when  you  prepare  these  figures 
you  use  some  specific  examples  of  an  age  bracket  and  the  number  of 
persons  within  a  family,  what  coverage  would  amount  to,  et  cetera. 

Mr.  King.  We  will  be  glad  to  do  that. 

Mr.  Gilbert.  Further,  I  listened  to  Mr.  Meany's  testimony.  I  don't 
recall  making  the  statement  that  he  wanted  to  ignore  the  private  sector 
of  the  economy.    I  think  that  was  taken  out  of  context. 

Mr.  King.  I  would  be  the  last  individual  in  the  country  to  inten- 
tionally misrepresent  Mr.  Meany's  testimony.  I  must  admit  I  did  not 
hear  his  testimony,  but  several  individuals  that  did  hear  it  advised  me 
that  he  did  not  make  it  in  his  statement,  but  that  in  reply  to  certain 
questions  asked  him.  Mr.  Meany  in  essence  or  in  substance  said  he 
thought  in  considering  any  benefits  for  social  security  that  the  private 
sector  of  the  economy  should  be  ignored. 

Let  me  clarify  it  by  saying  this,  if  I  might,  Mr.  Congressman.  If 
Mr.  Meany  or  any  other  individual  made  the  statement  that  he  felt 
that  the  private  sector  of  the  economy  should  be  ignored  in  considering 
benefits  for  social  security  we  would  have  to  take  issue  with  that  state- 
ment. If  Mr.  Meany  did  not  make  the  statement  I  publicly  and  hereby 
apologize  to  him,  but  I  did  not  mean  it  to  criticize  Mr.  Meany.  I  only 
made  the  statement  using  that  as  an  example.  It  is  my  understanding 
that  during  the  question  and  answer  period  in  essence  and  in  substance 
he  finally  said  that  he  felt  the  private  sector  of  the  economy  should  be 
ignored  in  considering  social  security  benefits. 

We  think  that  they  are  part  of  the  same  package,  and  I  only  use 
that  as  an  example.  We  think  social  security  should  provide  the  basic 
floor  of  protection  and  let  the  private  sector  of  the  economy  provide 
the  benefits  over  and  above  the  basic  floor  of  protection. 

Mr.  Gilbert.  I  am  glad  you  at  least  cleared  the  air  and  the  atmos- 
phere. I  never  heard  him  make  that  statement. 

Mr.  King.  Please  do  not  let  me  misrepresent  him  or  anyone  else. 
That  is  not  our  intention  and  we  were  not  critical  of  him  as  an  indi- 
vidual.  I  use  that,  please  understand,  only  as  an  example. 

Mr.  Gilbert.  Thank  you. 

Mr.  King.  Only  as  an  example. 

Mr.  Ullman.  Thank  you  very  much. 

Mr.  King.  Thank  you,  Mr.  Chairman,  you  have  been  most  kind  and 
all  members  of  the  committee. 

Mr.  Curtis.  Mr.  Chairman,  just  on  the  last  point,  because  I  was  the 
one,  by  the  way,  who  was  cross  examining  Mr.  Meany,  the  record  is 
quite  clear.  We  went  over  it  two  or  three  times,  and  it  was  hard  for 
me  to  believe;  but  these  were  actually  his  statements,  that  he  didn't 
think  that  we  should  be  concerned  about  the  private  pension  programs. 

I  discussed  and  related  it  with  the  railroad  retirement.  I  also  talked 
about  civil  service  retirement,  but  the  record  is  there,  so  I  would  suggest 
maybe  the  gentleman  might  read  the  record  and  see  what  the  state- 
ments were. 

Mr.  Gilbert.  May  I  say  not  only  did  I  read  the  record,  but  I  was 
present  at  the  time  you  asked  the  questions  and  heard  the  answers 
given  to  the  question,  and  that  certainly  was  not  the  conclusion  that 
I  came  to. 
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Mr.  Ullman.  Thank  you  very  much.  We  appreciate  your  testi- 
mony. 

Mr.  King.  Thank  you,  Mr.  Chairman.   Thank  you,  sir. 

Mr.  Ullman.  Mr.  Kalmykow.  We  are  pleased  to  have  you  before 
the  committee.  Would  you  please  identify  yourself  and  proceed  as 
you  see  fit. 

STATEMENT  OF  ANDREW  KALMYKOW,  COUNSEL,  AMERICAN 
INSURANCE  ASSOCIATION 

Mr.  Kalmykow.  Mr.  Chairman  and  members  of  the  committee,  my 
name  is  Andrew  Kalmykow  and  I  have  the  privilege  of  representing 
the  American  Insurance  Association  of  which  I  am  counsel.  It  is  a 
nonprofit  organization  comprised  of  161  stock  insurance  companies 
writing  all  lines  of  casualty  and  property  insurance.  These  include 
all  forms  of  liability  insurance,  automobile,  as  well  as  general  liability 
and  workmens  compensation. 

Mr.  statement  will  be  brief  but  it  will  cover  questions  which  we 
deem  of  major  importance  to  our  industry  as  well  as  to  the  satisfactory 
operation  of  the  social  security  system. 

Until  recently  the  casualty  insurance  industry,  unlike  other  branches 
of  insurance,  was  affected  but  to  a  limited  extent  by  the  Social  Security 
Act.  Extension  of  its  provisions  in  the  field  of  medical  care  make 
it  important  that  coordination  be  achieved  between  liability  insurance 
and  social  security  benefits.  It  is  to  this  end  that  my  remarks  are 
addressed. 

Liability  insurance  protects  a  policyholder  against  liability  for 
damages  imposed  upon  him  by  operation  of  the  law  for  bodily  injury 
suffered  by  a  third  party.  In  connection  with  such  insurance,  pro- 
tection is  available,  at  the  option  of  the  policyholder,  for  medical 
expenses  for  bodily  injuries  suffered  either  by  the  insured  and  his 
family,  or  under  certain  policies  by  injured  third  parties,  as  a  result 
of  automobile  or  other  accident  or  occurrence  covered  by  the  policy. 

Cost  of  such  coverage  is  very  reasonable  and  it  is  very  widely  pur- 
chased. Such  payments  are  made  regardless  of  fault.  It  is  con- 
servatively estimated  that  medpay  insurance,  as  it  is  commonly  re- 
ferred to,  presently  provides  protection  in  connection  with  automobile 
liability  insurance  for  100  million  policyholders  and  their  families. 
Carrying  automobile  liability  insurance  is  virtually  obligatory  on 
automobile  owners  because  of  State  laws  relating  to  automobile  finan- 
cial security. 

Medical  expenses,  moreover,  are  included  in  the  measure  of  dam- 
ages in  actions  for  personal  injuries  due  to  the  negligence  of  the  in- 
sured whether  or  not  the  injured  party  personally  pays  for  such 
expenses.  Bodily  injury  liability  iosses  for  1965  amounted  close  to 
$3  billion.  The  exact  figures  are  not  available  concerning  the  extent 
of  medical  cost  represented  by  these  totals  but  we  estimate  them  to 
exceed  $600  million.  Over  $500  million  in  addition  in  medical  ben- 
efits are  incurred  annually  under  workmen's  compensation  laws  which 
in  most  States  provide  unlimited  medical  benefits. 

It  is  the  increasing  practice  of  insurance  companies  in  settlement 
of  third  party  cases  to  adopt  prepayment,  and  I  may  add  rehabilita- 
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tion  techniques  whereby  payment  is  made  for  medical  and  other  ex- 
penses suffered  by  the  injured  party  without  waiting  for  final  settle- 
ment of  the  case.  This  is  of  great  benefit  to  the  injured  person.  It 
is  evidence  that  very  broad  protection  against  medical  expense  is 
provided  through  this  form  of  insurance. 

In  general,  insurance  companies  have  cooperated  to  a  high  degree 
in  coordinating  insurance  coverages  with  benefits  provided  under  the 
social  security  system.  Several  of  our  companies  serve  as  fiscal  inter- 
mediaries and  servicing  carriers  under  both  title  XVIII  and  XIX  of 
the  Social  Security  Act.  We  deem  it  of  very  great  importance 
that  coordination  be  attained  with  respect  to  liability  coverages  as 
well. 

Question  has  arisen  as  to  the  status  of  payments  under  such  policies 
in  the  light  of  plans  adopted  by  States  under  title  XIX.  Title  XIX 
was  enacted  to  provide  medical  care  for  those  unable  to  pay  for 
adequate  care. 

As  this  committee  has  indicated  (Kept.  No.  2224,  p.  1,  89th  Cong., 
second  sess.,  House  of  Representatives)  : 

It  expected  that  state  plans  submitted  under  Title  XIX  would  afford  better 
medical  care  and  services  to  persons  unable  to  pay  for  adequate  care.  It  neither 
expected  nor  intended  that  such  care  would  supplant  health  insurance  pres- 
ently carried  or  presently  provided  under  collective  bargaining  agreements  for 
individuals  and  families  in  or  close  to  an  average  income  range. 

It  would  seem  that  a  person  whose  medical  expenses  are  to  be  paid 
either  directly  or  indirectly  through  some  form  of  insurance  cannot 
properly  be  classed  among  those  who  are  unable  to  pay  for  such  care. 

Title  XIX  has  been  given  such  broad  application  particularly  in 
New  York  where  families  of  four  qualify  even  though  they  have  an 
income  of  $6,000,  that  certainty  on  this  point  becomes  a  major  im- 
portance. 

In  these  States  Federal  matching  funds  under  title  XIX  may  make 
medial  care  available  to  a  considerable  portion  of  the  adult  working 
population  of  moderate  income. 

The  cost  of  this  program  has  been  vastly  greater  than  was  originally 
anticipated.  In  March  1965  it  was  estimated  that  the  Federal  Gov- 
ernment's contribution  under  new  title  XIX  in  a  full  year  of  opera- 
tion would  be  increased  about  $200  million  over  that  under  programs 
then  in  existence  (report  of  the  Committee  on  Ways  and  Means  on 
H.K.  6675,  89th  Cong.,  1st  sess.,  H.  Eept.  No.  213,  p.  11) . 

In  October  1966  a  little  over  a  year  later,  this  estimate  was  more  than 
doubled  to  $551  million  (House  of  Kepresentatives  Kept.  No.  2224, 
89th  Cong.,  2d  sess.,  p.  7).  Even  this  estimate  appears  conservative 
since  the  total  cost  in  all  the  States  is  estimated  at  $2,167  million, 
while  the  Governor  of  New  York  has  very  conservatively  indicated  the 
cost  of  the  plan  in  that  State  for  1966-67  would  amount  to  $532 
million  (statement  of  Governor  Eockefeller  before  the  Joint  Legisla- 
tive Committee  on  Problems  of  Public  Health  and  Medicare,  May  24, 
1966).  '  ' 

We  believe  that  a  considerable  savings  would  result  in  such  cases  if 
opportunity  were  given  to  the  insurance  carrier  of  the  third  party  to 
pay  medical  expenses  initially.  At  the  same  time  if  determination  of 
the  claim  is  delayed,  payment  under  the  State  plan  could  be  made, 
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provided  reimbursement  is  required  when  recovery  from  the  third 
party  is  obtained. 

A  number  of  States  have  recognized  the  desirability  of  such  an 
approach,  as  for  example  parts  360.8  and  360.21  Codes,  Kules,  and 
Regulations  of  the  State  of  New  York,  volume  18,  social  welfare  and 
I  understand  California  and  Illinois  have  similar  provisions  and  some 
of  the  other  States. 

We  respectfully  urge  that  an  appropriate  amendment  be  made  to 
title  XIX  to  this  effect.  Suggested  language  is  attached  to  this 
statement. 

The  same  reasoning  is  applicable  to  payments  under  medicare,  title 

H.R.  5710  would  extend  medicare  benefits  under  this  title  to  all 
persons  who  qualify  for  social  security  disability  benefits.  If  this 
extension  were  made,  it  would  involve  individuals  who  have  been  in- 
jured in  accidents  for  which  third  parties  are  responsible. 

As  I  have  pointed  out  the  legal  responsibility  of  third  parties  and 
their  insurers  includes  the  cost  of  medical  care.  They  are  legally 
obligated  to  pay  such  medical  costs  if  the  injury  is  attributable  to  the 
fault  of  the  third  party  even  though  the  cost  of  such  service  is  paid  by 
medicare  and  other  sources,  I  may  add. 

We  believe  that  provision  should  be  made  in  such  cases  for  reim- 
bursement to  the  proper  trust  fund  for  such  expenditures.  However, 
it  would  be  desirable  if  the  insurer  could  be  notified  of  the  claim  to 
place  him  in  a  position  to  take  care  of  such  payments  initially. 

Recognition  has  already  been  given  under  this  program  to  medical 
benefits  provided  by  State  workmen's  compensation  laws.  We  re- 
spectfully suggest  that  the  reimbursement  provision  be  extended  to 
third  party  recoveries  as  well.  Suggested  language  of  such  an  amend- 
ment is  also  appended. 

To  summarize  we  respectfully  urge  that  provision  for  reimburse- 
ment be  made  for  medical  expenses  provided  under  the  Social  Security 
Act  where  payment  of  such  expenses  is  the  legal  obligation  of  another 
person  or  corporation  and  that  opportunity  be  given  to  the  insurance 
carrier  for  making  such  payments  initially. 

One  additional  point.  We  are  vitally  interested  in  the  retention  of 
workmen's  compensation  and  social  security  benefits  under  the  present 
definition  of  disability.  Should  your  committee  give  consideration  to 
these  two  questions,  an  opportunity  to  submit  further  comment  would 
be  of  great  importance  to  us. 

We  greatly  appreciate,  Mr.  Chairman,  this  opportunity  of  submit- 
ting our  views  to  you  and  your  committee. 

The  Chairman.  We  thank  you,  sir,  for  bringing  to  us  the  views  of 
the  American  Insurance  Association,  and  without  objection  the  sug- 
gested amendments  to  the  title  XVIII  and  title  XIX  appended  to  your 
statement  will  be  made  a  part  of  the  record. 

(The  information  referred  to  follows:) 

Suggested  Amendment  to  Title  XVIII 
Amend  section  1862  by  adding  at  the  end  thereof : 

"or  when  payment  for  such  item  or  service  has  been  made  by  a  tortfeasor  or 
his  insurer." 
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Amend  paragraph  (A)  of  subsection  (a)  (1)  of  Section  1866  to  add  after  the 
words  "paragraph  (2)"  the  words  "and  section  1862  (b)." 

Suggested  Amendment  to  Title  XIX 

Add  the  following  paragraph  to  Section  1902  ( a ) ,  immediately  following  para- 
graph (22)  : 

"(23)  Provide,  in  cases  where  a  third  party  has  a  legal  obligation  for  medical, 
hospital,  rehabilitational  or  remedial  care  or  services  occasioned  by  an  injury, 
disease  or  disability,  no  payment  shall  be  made  under  the  state  plan,  unless  (A) 
appropriate  application  for  medical,  hospital,  rehabilitational  or  remedial  care 
or  services  or  the  cost  thereof  has  been  made  to  the  third  party,  (B)  the  obliga- 
tion to  pay  has  not  been  finally  determined  and  ( C )  an  arrangement  satisfactory 
to  the  appropriate  state  agency  has  been  made  requiring  reimbursement  to  the 
state  if  the  claim  against  the  third  party  is  finally  perfected." 

The  Chairman.  Are  there  any  questions  of  Mr.  Kalmykow  ? 
Thank  you,  sir. 

Mr.  Kalmykow.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Fitch.  Mr.  Fitch,  if  you  will  for  purposes  of 
our  record  identify  yourself  we  will  be  glad  to  recognize  you,  sir. 

STATEMENT  OF  WILLIAM  C.  FITCH,  EXECUTIVE  DIRECTOR,  AMER- 
ICAN ASSOCIATION  OF  RETIRED  PERSONS  AND  NATIONAL  RE- 
TIRED TEACHERS  ASSOCIATION;  ACCOMPANIED  BY  ERNEST 
GIDDINGS,  LEGISLATIVE  REPRESENTATIVE,  ATO  ALAN  MER- 
CILL,  LEGISLATIVE  ASSISTANT 

Mr.  Fitch.  Mr.  Chairman  and  distinguished  members  of  the  House 
Committee  on  Ways  and  Means,  my  name  is  William  C.  Fitch.  I  am 
the  executive  director  for  national  and  international  relations  of  the 
National  Retired  Teachers  Association  and  American  Association  of 
Retired  Persons.  With  me  are  Mr.  Ernest  Giddings,  legislative  rep- 
resentative, and  Mr.  Alan  Mercill,  legislative  assistant. 

The  Chairman.  We  appreciate  having  you  three  gentlemen  with 
us  and  you  are  recognized,  sir. 

Mr.  Fitch.  Thank  you.  The  combined  membership  of  these  as- 
sociations is  more  than  1  million  individuals  55  years  of  age  or  older. 
Both  associations  are  nonprofit  and  nonpartisan,  and  are  dedicated 
to  promoting  age  as  an  achievement,  encouraging  and  creating  oppor- 
tunities for  purposeful  living  throughout  the  later  years,  and  to  main- 
taining independence  and  dignity  as  the  right  of  all  citizens  including 
the  19  million  older  Americans  in  our  population  today. 

Our  founder  and  president,  Dr.  Ethel  Percy  Andrus,  has  testified 
before  your  committee  many  times  to  urge  more  equitable  tax,  health, 
and  retirement  income  treatment  of  older  Americans. 

I  very  much  appreciate  this  opportunity  to  testify  on  behalf  of 
H.R.  5710  and  do  so,  not  only  as  a  representative  of  our  associations, 
but  from  my  background  of  19y2  years  with  the  Social  Security  Ad- 
ministration prior  to  my  present  assignment  . 

It  has  been  a  source  of  real  satisfaction  that  I  have  witnessed  your 
committee  continue  to  strengthen  and  expand  the  Social  Security  Act 
to  meet  the  economic,  health,  and  social  needs  of  our  citizens.  I  would 
also  pay  a  sincere  tribute  to  the  administrators  of  the  program  for 
their  leadership  and  dedicated  public  service  in  carrying  out  the  pro- 
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visions  of  the  act  and  its  amendments,  and  for  maintaining  the  highest 
standards  of  efficiency  under  the  stress  of  difficult  deadlines  and  chal- 
lenging educational  and  public  relations  problems. 

Having  been  involved  in  the  social  security  program  from  its  early 
days  in  1939,  I  can  appreciate  its  advances,  its  shortcomings,  and  its 
failures.  H.R.  5710  attempts  to  overcome  some  but  falls  short  in 
meeting  some  of  the  basic  needs.  I  would  like  to  respond  to  specific 
sections  and  comment  on  areas  that  need  further  consideration. 

Our  recommendations  will  be  limited  to  those  titles  of  the  bill  which 
have  been  endorsed  by  our  legislative  council  and  approved  by  our 
officers  and  members  in  conferences  and  conventions. 

INCREASE   IN    OLD-AGE,    SURVIVORS,   AND   DISABILITY  BENEFITS 

These  hearings  have  served  to  illustrate  the  importance  of  an  ade- 
quate benefit  structure  to  achieve  the  Objectives  of  a  social  insurance 
program  in  meeting  the  rising  cost  of  living  and  preventing  poverty 
among  a  large  segment  of  the  aging  population. 

From  its  inception,  social  security  benefits  were  never  intended  to 
provide  the  total  income  in  retirement.  Together  with  savings  and 
other  income,  they  were  designed  to  provide  an  adequate  standard  of 
living  for  the  later  years. 

Statistics  have  shown  that  the  original  projection  was  not  entirely 
accurate.  For  nearly  85  precent  of  all  social  sceurity  beneficiaries, 
their  OASDI  benefits  contsitute  their  sole  source  of  retirement  income. 

The  provision  of  a  $70  minimum  benefit  is  a  reasonable  increase  and 
should  be  enacted  to  provide  a  more  realistic  basis  for  independence 
and  self-respect  for  an  estimated  7  million  designated  as  the  "elderly 
poor." 

The  proposed  increase  in  benefits  across  the  board  appears  to  bring 
the  payment  structure  in  closer  alinement  with  the  increased  cost  of 
living  and  establishes  an  income  level  that  is  more  consistent  with 
today's  economy.  We  believe  this  is  a  sound  recommendation. 

Under  section  106,  the  increase  in  amount  of  an  individual  is  per- 
mitted to  earn  without  suffering  deductions  from  $125  to  $140  is  an 
improvement  but  falls  short  of  overcoming  the  objection  that  is  a 
"penalty  for  employment  provision." 

Most  older  persons  do  not  understand  or  appreciate  this  retsriction 
on  their  earnings — if  they  are  fortunate  enough  to  be  able  to  obtain 
employment.  For  many,  it  has  created  a  barrier  to  job  placement  as 
well  as  a  threat  to  security.  In  reality,  it  has  also  discriminated 
against  those  who  need  the  income  most. 

Those  beneficiaries  who  qualify  on  the  basis  of  low  earnings  or  the 
minimum  quarters  of  coverage  are  usually  the  ones  most  in  need  of 
income  supplementation.  Yet,  they  are  restricted  from  earning 
amounts  that  in  many  cases  would  still  fall  below  what  has  been  ac- 
cepted as  a  "poverty  level." 

To  provide  more  of  an  incentive  for  older  persons  to  remain  inde- 
pendent and  to  utilize  their  experience  and  skills,  we  recommend  the 
raising  of  the  earnings  limitation  to  $200  a  month. 
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INCREASE  BENEFITS  FOR  CERTAIN  INDIVIDUALS  AGE  72 

Two  years  ago,  Congress  established  a  "transitional  insured  status" 
for  persons  age  72  and  over  who  were  excluded  from  social  security 
benefits  because  their  working  lives  were  completed  or  substantially 
completed  before  coverage  was  extended  to  their  former  occupations, 

Last  year,  an  amendment  granted  a  special  minimum  benefit  to  some 
650,000  persons  who  lacked  quarters  of  social  security  coverage.  We 
believe  that  marked  a  significant  beginning  and  would  urge  that  Con- 
gress take  the  next  logical  step. 

For  the  remaining  750,000  Americans  age  70  and  over,  we  recom- 
mend that  they  beolanketed  in  the  social  security  program  at  the 
minimum  benefit  of  $70  proposed  by  H.K.  5710.  Reasonable  eligi- 
bility requirements  may  be  established  to  prevent  granting  additional 
"pensions"  to  persons  otherwise  qualified  for  retirement  benefits  under 
other  programs  or  not  in  need  of  subsistence  income. 

The  number  who  would  benefit  from  this  recommendation  is  not 
large  and  will  eventually  be  eliminated  by  time,  and  yet  many  of  these 
individuals  are  the  retired  teachers  who,  after  a  lifetime  in  the  class- 
room, in  some  States  are  receiving  monthly  payments  of  $50  or  $60 
and  have  not  been  included  by  recent  improvements  in  teacher  salary 
and  pension  programs. 

Widows  of  World  War  I  veterans  would  also  fall  in  this  low  pension 
group.  These  are  proud  individuals  who  have  not  applied  for  public 
aid  but  who  meet  every  accepted  definition  of  poverty — except  of  the 
spirit. 

When  the  Railroad  Retirement  Act  was  passed  in  1935,  all  retired 
railway  workers  were  included  in  its  provisions  for  immediate  basic 
benefits.  This  precendent  might  well  be  used  to  correct  the  oversight 
of  these  individuals  in  previous  amendments  to  the  social  security 
program  and  recognize  our  debt  to  them  for  past  service  and  to  provide 
a  true  measure  of  security  in  their  last  years. 

HEALTH  INSURANCE  BENEFITS 

We  were  disappointed  to  find  that  H.R.  5710  does  not  assure  medi- 
care coverage  to  persons  attaining  age  65  after  December  31,  1967. 
Many  who  became  65  in  1968  and  later  may  find  themselves  not 
eligible  for  benefits  under  the  medicare  program,  unless  this  Congress 
acts  to  protect  them. 

As  the  law  now  reads,  persons  reaching  age  65  next  year  will  be 
required  to  have  credit  for  at  least  six  quarters  of  social  security 
coverage  in  order  to  receive  medicare  benefits. 

If  a  person  has  had  no  coverage  during  his  working  lifetime  he 
may  still  be  eligible  if  he  is  eligible  for  cash  benefits  through  the 
covered  earnings  of  another.  Otherwise,  he  will  be  denied  the  bene- 
fits now  being  enjoyed  by  nearly  18  million  persons.  We  believe  that 
this  committee  will  want  to  correct  this. 

TAX  TREATMENT  OF  THE  AGED 

Title  V  is  devoted  to  what  appears  to  be  a  radical  departure  in  the 
consideration  of  the  tax  treatment  of  the  elderly.  Mr.  Giddings,  Mr. 
Mercill,  and  I  were  afforded  the  opportunity  to  meet  with  Treasury 
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Department  officials  to  discuss  this  proposal  but  before  specific  case 
studies  were  available  on  the  application  of  the  principles  involved. 

My  first  reaction  to  the  inclusion  of  social  security  and  railroad 
retirement  benefits  in  taxable  income  was  negative  in  view  of  the  em- 
phasis that  had  always  been  placed  on  the  benefits  as  being  "non- 
taxable". 

Also,  a  repeal  of  retirement  income  credit  seemed  a  backward  step 
in  a  program  that  had  been  so  long  in  developing  to  its  present 
status. 

Our  associations  are  in  agreement  with  the  statements  that  will  be 
made  by  Mr.  Jack  E.  Kennedy,  speaking  for  the  National  Conference 
of  Public  Employee  Retirement  Systems  and  the  statement  by  Mr. 
Frank  Jackson,  who  will  be  speaking  on  behalf  of  the  National  Coun- 
cil on  Teacher  Retirement  of  the  National  Education  Association. 

We  endorse  their  recommendations,  but  we  want  the  record  to  in- 
dicate that  we  have  not  had  sufficient  time  to  gage  the  opinion  of  our 
members. 

It  is  important  to  emphasize  that  our  associations  will  oppose  any 
tax  treatment  of  the  aged  that  is  not  comparable  to  the  improve- 
ment of  the  retirement  income  credit,  or  which  does  not  compensate 
for  the  inclusion  of  social  security  and  railroad  retirement  benefits 
as  taxable  income. 

In  fairness,  it  must  be  said  that  any  program  that  grants  a  measure 
of  tax  relief  to  some  3  million  persons  cannot  be  dismissed  because 
we  may  oppose  the  means  by  which  it  is  done. 

We  do  feel,  however,  that  a  shifting  of  the  tax  burden  from  one 
group  to  another  is  not  the  best  way  to  simplify  tax  treatment  of 
older  Americans.  Perhaps  the  problem  is  really  one  of  philosophy, 
but  it  appears  to  us  that  our  goal  should  be  equal  treatment  of  income, 
not  income  leveling.  We  see  no  reason  why  those  who  have  prepared 
for  a  comfortable  retirement  should  have  to  bear  all  of  the  burden  of 
tax  relief  for  their  less  fortunate  neighbors. 

Thank  you. 

The  Chairman.  Thank  you,  Mr.  Fitch.  Any  questions  of  Mr. 
Fitch? 

Thank  you,  sir,  very  much. 

Mr.  Fitch.  Thank  you. 

The  Chairman.  Mr.  Pyle  and  Mr.  Jackson. 

STATEMENT  OF  HOYTE  PYLE,  LEGISLATIVE  COMMITTEE  CHAIR- 
MAN, NATIONAL  COUNCIL  ON  TEACHER  RETIREMENT  ;  ACCOM- 
PANIED BY  FRANK  M.  JACKSON,  PRESIDENT,  NATIONAL  COUN- 
CIL ON  TEACHER  RETIREMENT  OF  THE  NATIONAL  EDUCATION 
ASSOCIATION;  AND  JACK  KENNEDY,  PRESIDENT,  NATIONAL 
CONFERENCE  ON  PUBLIC  EMPLOYEE  RETIREMENT  SYSTEMS; 
ACCOMPANIED  BY  CARL  BARE  AND  ERNEST  GIDDINGS 

Mr.  Pyle.  Mr.  Chairman  and  members  of  the  committee,  these  two 
reports  are  with  related  organizations  and  even  in  related  organiza- 
tions.  It  has  to  do  with  better  tax  treatment  for  elderly  people. 

The  part  above  65  is  identical  in  the  two  reports.  Frank  Jackson, 
the  executive  director  of  the  Teacher  Retirement  System  from  Texas 
and  president  of  the  national  council,  will  give  the  first  report  and 
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then  Jack  Kennedy,  who  is  executive  director  of  the  Public  Employees 
Retirement  System  of  Colorado  and  also  president  of  the  National 
Conference  on  Public  Employees  Retirement  Systems. 

The  Chairman.  I  wanted  the  members  of  the  committee  to  know 
that  Mr.  Hoyte  Pyle  is  a  longtime  friend  of  mine,  a  resident  of  Little 
Rock,  Ark. 

We  appreciate  so  much  your  coordinating  the  statements  as  you 
have,  gentlemen,  and  without  objection  we  will  hear  both  statements 
before  we  propound  any  questions. 

Mr.  Betts.  Mr.  Chairman,  I  would  ;just  like  to  add  to  what  you 
have  said.  I  can't  vouch  for  all  the  men,  but  I  am  well  acquainted 
with  Mr.  Bare  who  has  been  in  my  office  many  times  discussing  prob- 
lems and  I  know  he  can  speak  with  authority.  I  am  pleased  to  have 
him. 

The  Chairman.  All  of  us  of  course  are  quite  well  acquainted  with 
Mr.  Ernest  Giddings,  who  is  the  legislative  representative  of  the  Na- 
tional Retired  Teachers  Association.  We  appreciate  having  all  of  you 
here.    You  are  recognized,  Mr.  J ackson. 

Mr.  Jackson.  Thank  you,  Mr.  Chairman.  My  name  is  Frank  M. 
Jackson,  the  executive  secretary  of  the  Teacher  Retirement  System 
of  Texas  and  president  of  the  National  Council  of  Teacher  Retirement 
of  the  National  Education  Association. 

The  Chairman.  I  meant  to  also  observe  that  we  are  all  acquainted 
with  Mr.  Alan  Mercill,  too.   We  appreciate  having  him. 

STATEMENT  OF  FRANK  M.  JACKSON,  PRESIDENT,  NATIONAL 
COUNCIL  ON  TEACHER  RETIREMENT  OF  THE  NATIONAL  EDUCA- 
TION ASSOCIATION 

Mr.  Jackson.  Thank  you.  The  council's  membership  is  composed 
of  teacher  retirement  systems,  State  and  local  education  associations, 
and  is  the  NEA  unit  which  represents  these  organizations  and  teach- 
ers in  the  field  of  retirement.  The  NEA  has  about  1  million  members. 

I  am  accompanied  by  Mr.  Hoyte  R.  Pyle,  executive  director  of  the 
Arkansas  Teacher  Retirement  System,  and  legislative  chairman  of 
the  council. 

My  testimony  is  limited  to  the  provision  which  are  included  in  title 
VofH.R.5710. 

GENERAL  COMMENTS 

The  council  and  several  other  organizations  represented  here  today, 
has  worked  for  many  years  for  equitable  tax  treatment  for  the  retired. 
The  most  recent  resolution  of  the  council  states  in  part : 

STATE  AND  FEDERAL  INCOME  TAXES 

The  council  endorses  the  efforts  of  its  legislative  committee  in  seek- 
ing to  promote  more  equitable  tax  treatment  for  teachers  and  other 
public  employees.  The  council  recommends  continuation  of  efforts  to 
secure  better  tax  treatment  for  retired  public  employees. 

Since  the  enactment  of  the  1954  retirement  income  tax  credit  law 
we  have  concentrated  on  the  improvement  of  its  provisions.  Thus 
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far,  we  have  attempted  to  maintain  equity  by  providing  a  tax  credit 
base  equivalent  to  the  maximum  benefit  payable  under  social  security. 

During  the  past  2  years  the  council,  with  other  public  employee  re- 
tirement organizations,  has  sought  to  find  a  better  method  of  taxing  the 
elderly  which  would  be  equitable  and  would  require  simpler  methods  of 
tax  reporting. 

Inasmuch  as  the  proposals  in  H.H.  5710  are  designed  to  achieve  these 
goals  we  are  here  to  express  our  views  regarding  them.  The  inclusion 
of  social  security  and  railroad  retirement  benefits  as  taxable  income 
is  a  concept  that  will  be  a  matter  of  concern  to  many  people.  We  have 
no  way  of  measuring  the  effect  of  this  change  on  our  membership. 

We  have  several  specific  recommendations  for  improving  the  pro- 
posal which,  if  accepted,  will  eliminate  the  concern  of  some  of  our 
members  on  the  taxing  of  social  security  benefits. 

Therefore,  Mr.  Chairman  and  members  of  the  committee,  with  the 
changes  we  offer  the  council  would  accept  title  V,  H.R.  5710,  as  meet- 
ing the  goals  of  our  association. 

These  are  our  specific  recommendations : 

Over  age  65 

1.  Raise  the  maximum  special  exemption  for  individuals  to  $2,400 
and  for  married  couples  to  $4,800. 

This  increase  would  conform  this  proposal  more  closely  to  the 
increases  we  would  recommend  in  the  present  retirement  tax  credit. 
As  we  understand  it,  at  present,  the  proposal  does  not  benefit  taxpayers 
by  lowering  taxes,  it  simply  shifts  the  tax  burden.  This  is  detailed 
more  fully  under  our  next  recommendations. 

2.  Raise  the  cutback  levels  to  $6,000  for  individuals  and  to  $12,000 
for  married  couples. 

The  cutback  levels  must  be  increased  as  well  as  the  special  exemp- 
tion itself.  At  present,  the  proposal  simply  shifts  part  of  the  tax 
burden  from  one  group  of  retirants  to  another,  with  no  loss  of  revenue 
to  the  Treasury.  Increased  cutback  levels  will  bring  larger  numbers 
into  the  benefited  group  of  retirants  and  reduce  the  number  of  those 
retirants  who  will  face  increased  taxes. 

3.  Set  the  minimum  below  which  the  special  exemption  may  not  be 
reduced  at  one-third  of  the  special  exemption  rather  than  one-third 
of  social  security  benefits. 

This  seems  to  us  to  be  a  fairer  proposition  and  so  long  as  the  special 
exemption  is  kept  at  appropriate  levels  in  relation  to  increases  in  social 
security  benefits,  the  result  would  be  to  protect  one-third  of  social  se- 
curity and  railroad  retirement  benefits  which  the  proposal  now  intends 
to  do. 

One  of  the  strongest  arguments  for  using  the  special  exemption  it- 
self as  the  base  on  which  to  limit  its  reduction  rather  than  the  social 
security  benefits  is  that  of  simplification  and  we  understand  that  sim- 
plification is  a  major  goal  of  this  legislation.  It  will  be  much  easier 
to  figure  the  maximum  reduction  on  the  special  exemption  than  it 
would  be  on  the  social  security  or  railroad  retirement  benefits. 

Also,  using  the  special  exemption  as  a  base  to  determine  the  mini- 
mum protects  those  who  do  not  have  social  security  or  railroad  re- 
tirement benefits.  An  individual  without  these  benefits  under  this 
proposal  could  find  that  his  special  exemption  is  reduced  to  zero. 
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Raise  to  $1,800  the  amount  of  income  an  elderly  parent  may  receive 
before  the  taxpayer  supporting  hirn  loses  his  exemption. 

This  amount  reflects  proposed  increases  in  social  security  benefits. 
If  this  amount  does  not  keep  up  with  social  security  benefits,  taxpayers 
supporting  parents  will  lose  their  exemption  only  because  the  de- 
pendent parent  is  receiving  social  security  benefits,  formerly  not  con- 
sidered income  to  cause  a  loss  of  exemption. 

Under  age  65 

1.  Increase  the  special  deduction  to  $1,800.  This  would  simply 
keep  the  special  deduction  in  line  with  the  amount  of  social  security 
benefits  payable  under  current  proposals  before  you.  This  is  the  kind 
of  equivalency  we  have  endeavored  to  maintain  under  the  present  tax 
credit  provision. 

Additional  recommendations  affecting  those  under  65  are  being 
presented  by  Mr.  Kennedy  of  the  National  Conference  of  Public  Em- 
ployee Retirement  Systems. 

We  believe  these  recommendations  have  merit  but  our  council  has 
not  considered  them  officially  and  we,  therefore,  are  not  in  a  position 
to  comment  upon  them  at  this  time. 

Mr.  Chairman,  we  appreciate  this  opportunity  of  expressing  our 
views  to  this  distinguished  committee.  You  can  be  assured  of  our 
willingness  to  cooperate  with  you  at  all  times. 

The  Chairman.  Mr.  Kennedy. 

STATEMENT  OF  JACK  KENNEDY,  PRESIDENT,  NATIONAL  CON- 
FERENCE ON  PUBLIC  EMPLOYEE  RETIREMENT  SYSTEMS 

Mr.  Kennedy.  I  am  Jack  Kennedy,  the  executive  secretary  of  the 
Public  Employees  Eetirement  Association  of  the  State  of  Colorado, 
and  the  president  of  the  National  Conferences  of  Public  Employee 
Eetirement  Systems. 

Our  conference  represents  over  200  organizations  including  State, 
school,  and  municipal  public  employee  retirement  systems,  and  their 
affiliated  organizations. 

I  have  as  my  experts  Mr.  Carl  Bare  on  my  left,  who  is  the  president 
of  the  Fraternal  Order  of  Police  in  Ohio  and  the  legislative  chairman 
of  the  National  Conference,  and  on  our  right  I  have  Mr.  Ernest  Gid- 
dings,  the  legislative  representative  of  the  National  Retired  Teachers 
Association  and  the  American  Association  of  Retired  Persons.  These 
groups  have  a  membership  of  over  a  million  and  the  total  number  of 
individual  members  of  organizations  represented  by  the  National 
Conference  is  approximately  4  million. 

As  in  the  case  of  Mr.  Jackson,  my  testimony  is  limited  to  title  V  of 
H.R.5710. 

GENERAL  COMMENTS 

As  members  of  this  committee  are  well  aware,  our  organizations 
have  long  supported  equitable  tax  treatment  for  the  retired.  In  1953 
many  of  the  organizations  we  represent  supported  an  exemption  of 
up  to  $1,500  of  retirement  income.1   This  committee,  in  considering 


1  H.R.  5180  introduced  by  Representative  Noah  Mason  in  the  1st  sess.,  83d  Cong.,  and 
referred  to  the  Committee  on  Ways  and  Means. 
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that  proposal  decided  on  the  retirement  income  tax  credit  enacted  in 
1954.  We  supported  this  change  to  the  retirement  income  tax  credit 
(a  provision  the  present  bill  eliminates)  and  have  often  worked  for  its 
improvement.  The  theory  behind  the  retirement  income  tax  credit  is 
tax  equity  for  those  who  have  retirement  income  which  is  not  from 
social  security  or  railroad  retirement  and  therefore  not  tax  free. 

We  have  endeavored  to  support  legislation  to  maintain  this  equity 
by  keeping  the  base  for  the  retirement  tax  credit  as  high  as  maximum 
benefits  payable  under  social  security. 

At  the  present  time,  were  the  tax  proposal  in  H.K.  5710  not  before 
this  committee,  we  would  be  urging  an  improvement  in  the  retirement 
tax  credit  to  raise  the  base  from  $1,524  to  a  figure  comparable  to  maxi- 
mum benefits  payable  under  social  security.  Such  an  increase,  of 
course,  would  not  eliminate  other  present  tax  provisions  such  as  the 
extra  $600  exemption  for  those  over  age  65  but  would  be  in  addition 
to  them. 

That  being  the  case,  the  committee  can  understand  that  our  orga- 
nizations would  be  unable  to  support  a  proposal  in  lieu  of  the  tax 
credit  which  would  not  be  at  least  as  beneficial  to  all  of  our  members 
as  an  improved  tax  credit  which  we  would  have  supported  this  session. 

The  committee  is  also  well  aware  that  the  thorniest  issue  in  the  pres- 
ent tax  proposal  is  the  proposal  to  include  social  security  and  rail- 
road retirement  benefits  as  taxable  income. 

Frankly,  even  assuming  that  the  proposal  results  in  better  tax  treat- 
ment of  those  who  are  retired,  our  organizations  are  not  prepared  to 
say  what  the  impact  of  a  proposal  to  tax  social  security  benefits  might 
be  upon  our  nearly  4  million  members.  It  is  possible  that  such  a  pro- 
posal will  not  be  favored  by  social  security  beneficiaries  even  after  it  is 
explained  that  the  substituted  proposal  results  in  lower  taxes  for  many 
of  them.  Undoubtedly,  it  will  not  be  favorably  received  by  those 
whose  taxes  are  going  to  be  increased. 

Our  organizations  favor  an  improvement  in  the  taxation  of  retire- 
ment income  and  they  favor  a  simplification  in  tax  reporting.  For 
most  taxpayers  affected  this  bill  seems  to  provide  simplification.  With 
improvements  such  as  those  we  shall  recommend,  the  bill  will  provide 
tax  relief  to  a  substantial  number  of  retired  taxpayers. 

SPECIFIC    RECOMMENDATIONS    FOR    IMPROVEMENTS    IN    THE  PROPOSAL 

With  the  above  caveat  we  would  like  to  present  specific  recommenda- 
tions for  improving  proposals  as  it  stands  in  our  opinion.  Without 
these  improvements,  our  organizations  would  be  unable  to  endorse  and 
support  the  legislation  and  these  recommendations  refer  specifically 
to  the  taxation  of  those  individuals  under  age  65. 

Under  age  65 

Many  members  of  the  conference  are  organizations  of  police  officers 
and  firefighters.  These  categories  of  public  employees,  particularly, 
must  retire  early  and  need  tax  treatment  such  as  provided  by  the  under 
age  65  part  of  the  present  retirement  income  tax  credit. 

For  example,  most  pol icemen  retire  at  age  55  and  rely  on  the  tax 
credit  provisions  for  10  years.  In  my  own  system,  in  Colorado,  which 
includes  several  categories  of  public  employees  such  as  school  em- 
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ployees,  State,  and  municipal  employees  and  judges,  about  25  percent 
retire  before  age  65. 

Because  we  do  have  so  many  members  who  must  or  do  retire  before 
age  65,  we  believe  that  several  improvements  should  be  made  in  the 
proposal  for  this  group. 

Our  first  recommendation  is  to  increase  the  special  deduction  from 
$1,500  to  $1,800.  This  would  simply  keep  the  special  deduction  in 
line  with  the  amount  of  social  security  benefits  payable  under  current 
proposals  before  you.  This  is  the  kind  of  equivalency  we  have  en- 
deavored to  maintain  under  the  present  tax  credit  provision. 

Our  second  recommendation  is  to  provide  in  this  bill,  if  a  joint  re- 
turn is  filed,  that  a  married  couple  may  have  a  special  deduction  of 
iy2  the  amount  of  the  individual  special  deduction. 

As  we  read  the  proposal,  for  example,  if  a  married  couple  wished  to 
file  a  joint  return,  where  the  wife  is  receiving  social  security  benefits 
only,  these  benefits  would  now  be  included  in  joint  income,  but  only 
the  special  deduction  for  an  individual  could  be  taken. 

Our  third  recommendation  is  the  same  as  those  over  age  65.  We 
would  request  that  the  "cutback"  levels  be  increased  to  $6,000  for 
single  people  and  for  $12,000  for  a  couple. 

The  "cutback"  levels  must  be  increased  as  well  as  the  special  deduc- 
tion (and  the  special  exemption  for  those  over  65).  At  present,  the 
proposal  simply  shifts  part  of  the  tax  burden  from  one  group  of 
retirants  to  another,  with  no  loss  of  revenue  to  the  Treasury. 

Increased  "cutback"  levels  will  bring  larger  numbers  into  the 
benefited  group  of  retirants  and  reduce  the  number  of  those  retirants 
who  will  face  increased  taxes. 

Our  organizations,  representing  as  they  do  the  gamut  of  those 
already  retired,  would  be  hardpressed  to  support  a  bill  which  pro- 
vided that  some  people  in  a  group  should  get  tax  relief  only  on  the 
condition  that  others  in  the  group  pay  for  it.  Increases  in  the  amount 
of  the  deduction  (and  the  exemptions)  combined  with  increases  in 
the  cutback  levels  would  offset  this  argument  to  some  degree. 

Our  fourth  recommendation  is  we  would  request  that  there  be 
established  in  this  bill  a  minimum  of  one-third  of  the  special  deduction 
below  which  it  may  not  be  reduced. 

There  is  no  reason  in  our  opinion  that  those  under  age  65  should  not 
have  the  benefit  of  a  minimum  deduction  as  do  those  over  age  65. 

Our  fifth  recommendation  is  a  request  to  set  minimum  filing  require- 
ments for  those  under  65. 

Such  requirements  are  set  in  the  bill  for  those  over  65.  We  feel 
if  they  are  not  set  for  those  under  age  65  some  taxpayers  will  have  to 
file  who  never  filed  before  only  because  their  social  security  benefits 
would  be  includible  in  the  taxable  income  under  the  new  law. 

We  feel  that  this  might  be  an  unnecessary  burden.  We  would  ask 
some  investigation  of  this  area  then. 

And  our  sixth  recommendation  is  that  we  would  request  the  "special 
deduction"  be  treated  for  those  under  age  65  the  same  as  the  special 
exemption  proposed  for  those  over  age  65. 

As  we  interpret  the  bill,  those  over  age  65  may  figure  their  10-percent 
standard  deduction  on  adjusted  gross  income  before  the  exemption 
is  deducted.  For  those  under  age  65,  the  special  deduction  is  deducted 
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in  arriving  at  adjusted  gross  income  and  then  the  10-percent  standard 
deduction  is  taken. 

Yet,  the  special  deduction  may  not  be  taken  before  determining 
whether  the  taxpayer's  medical  expenses  exceed  1  percent  of  his 
adjusted  gross  income  so  that  he  may  deduct  them.  The  result  would 
appear  to  be  that  the  "special  deduction"  is  used  to  lower  the  10- 
percent  deduction  while  raising  the  amount  required  to  make  medical 
deductions. 

This  would  put  those  under  age  65  at  a  decided  disadvantage  and 
we  see  no  reason  for  this  particular  distinction  between  those  under 
and  over  age  65. 

Over  age  65 

As  to  the  recommendation  of  those  over  age  65,  we  are  in  full 
accord  and  agreement  with  those  made  by  Mr.  Jackson.  Our  report 
does  have  those  listed,  but  I  will  not  take  the  committee's  time  to 
reiterate  them  and  we  do  appreciate  the  time  that  you  have  given  us 
this  morning. 

The  Chairman.  We  thank  both  Mr.  Jackson  and  Mr.  Kennedy  for 
their  statements  and  the  others  at  the  table  for  accompanying  them 
to  the  committee  this  morning. 

Any  questions  of  these  gentlemen  ? 

If  not,  we  thank  you  again. 

Mr.  Jackson.  Thank  you,  sir. 

The  Chairman.  Mr.  Matthews.  Will  you  please  identify  yourself 
for  our  record  by  giving  us  your  name,  address,  and  capacity  in  which 
you  appear? 

STATEMENT  OF  CHARLES  A.  MATTHEWS,  DIRECTOR,  ESSEX 
COUNTY,  N.J.,  BOARD  OF  FREEHOLDERS,  ACCOMPANIED  BY  JACK 
LAMPING,  EXECUTIVE  DIRECTOR,  NEW  JERSEY  ASSOCIATION 
OF  CHOSEN  FREEHOLDERS 

Mr.  Matthews.  My  name  is  Charles  A.  Matthews.  I  am  director 
of  the  Essex  County  Board  of  Freeholders  in  Newark,  N.J.  I  have 
with  me  Mr.  Jack  Lamping,  the  executive  director  of  the  State  Asso- 
ciation of  Freeholders,  and  of  course  I  noticed  on  the  program  it  says 
that  I  am  representing  the  National  Association  of  County  Officials,  of 
which  I  am  a  member.  However,  they  don't  necessarily  subscribe  to 
the  program  which  we  present  here  today,  but  I  thought  it  was  some- 
thing that  merited  the  attention  of  the  association  and  I  wish  to  testify 
in  this  regard. 

The  Chairman.  We  are  pleased  to  have  you  with  us  and  we  are 
also  pleased  to  have  you,  Mr.  Lamping.  You  are  recognized. 

Mr.  Matthews.  I  wish  to  extend  my  thanks  and  my  compliments 
to  the  members  of  this  committee  for  giving  me  an  opportunity  to 
testify  on  a  matter  of  great  moment  to  all  elected  officials,  particularly 
those  of  us  on  the  county  level  of  government. 

My  special  point  in  appearing  here  today  is  to  plead  the  cause  of 
local  government  in  finding  ways  and  means  of  meeting  the  burgeon- 
ing cost  of  welfare  and,  within  the  scope  of  my  plea,  I  am  putting 
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special  interest  again  on  one  phase  of  the  welfare  program  in  which 
problems  have  not  been  alleviated  by  the  war  on  poverty. 

I  am  referring  to  the  aid  to  dependent  children  program  whereby 
mothers  and  their  children,  who  have  been  left  bereft  by  the  death 
of  a  spouse  or  abandoned  by  the  disappearance  of  a  spouse  or  the 
disability  of  a  spouse,  are  eligible  for  welfare  assistance. 

The  program  is  a  good  and  necessary  one  and  what  I  am  offering- 
today  is  not  a  change  or  lessening  because  it  is  completely  necessary, 
but  a  proposal  to  change  the  financing  so  that  the  cost  of  this  pro- 
gram can  be  spread  equitably  among  the  taxpayers. 

I  wish  to  let  you  know  that  I  speak  here  not  only  as  the  director 
of  Essex  County,  N.J.,  which  has  a  population  of  some  950,000  resi- 
dents and  which  county  is  probably  among  the  most  urbanized  in  the 
Nation  and  whose  residents  live  within  an  area  of  125  square  miles 
and,  using  the  1960  census  for  comparative  purposes,  it  is  to  be  noted 
that  Essex  County  ranks  higher  than  13  States  m  population.  I  said 
it  was  an  urbanized  county  because  although  we  only  have  1.5  percent 
of  the  total  land  area  of  New  Jersey,  we  have  one-sixth  of  the  State's 
population. 

It  is  because  of  the  experiences  that  we  have  had  in  Essex  County 
that  I  am  also  a  representative  of  the  New  Jersey  State  Association 
of  Freeholders  and  also  as  a  member  of  the  National  Association  of 
County  Officials.  Based  upon  the  experiences  that  we  have  had  in 
Essex  County,  it  is  my  plea  today  to  you  to  make  the  aid-to-dependent- 
children  program  a  complete  Federal  financial  responsibility,  and  let 
me  explain  this  point. 

In  Essex  County  taxes  are  raised  through  valuation  assessments  on 
property  and  expenditures  on  the  county  level  are  borne  by  the 
property  owner.  In  the  field  of  welfare  alone,  in  the  past  10  years 
our  taxpayers'  assessment  for  welfare  increased  from  $3  million 
county  share  to  $14  million  county  share  most  of  it  on  aid  to  dependent 
children. 

The  increase  is  due  to  a  matter  of  geography.  We  have  had  a 
tremendous  immigration  in  population  around  this  Nation,  partic- 
ularly in  areas  from  the  South  to  our  industrial  areas  and  Newark, 
N.J.,  which  is  the  seat  of  our  government,  has  been  no  exception. 

As  a  matter  of  fact,  it  has  received  more  than  its  share  of  this 
phenomenal  inmigration.  As  a  result  of  geography,  we  find  that,  as 
I  said,  that  our  county,  which  has  one-sixth  of  the  State's  popula- 
tion, bears  more  than  40  percent  of  the  entire  welfare  burden  of  the 
State  of  New  Jersey.  This  presents  us  with  the  danger  that  a  very 
necessary  program  can  flounder  because  of  the  financial  inability  of 
homeowners  to  pay. 

Furthermore,  let  me  point  out  to  you  that  Essex  County's  share 
of  welfare  costs  is  two  and  one-half  times  the  national  average,  all  be- 
cause of  the  fact  that  by  reason  of  geography,  Newark  has  became  a 
center  of  immigration. 

It  seems  to  me  that  the  problem  of  caring  for  real  destitute  cases  is 
not  just  the  problem  of  citizens  in  one  area  alone  and  that,  therefore, 
it  should  be  a  problem  of  our  total  society  to  make  sure  that  this 
program  is  carried  on  in  the  fullest  scope  necessary. 


75-833  O— 67— pt.  3  7 


1258  SOCIAL  SECURITY  AMENDMENTS  OF  1967 

It  is  not  fair  that  by  accident  of  geography  or  because  it  is  an 
urban  center  to  which  families  can  readily  be  transported  or  an  area 
where  the  public  has  opened  up  its  heart,  that  we  in  Essex  County 
and  other  urban  areas  across  the  Nation  should  be  made  to  bear  a  far 
greater  cost  than  other  areas  of  this  Nation  in  combating  a  national 
poverty  problem. 

It  is  my  belief  that  if  the  costs  of  welfare  were  borne  by  all  taxpay- 
ers and  not  by  just  a  few  in  a  certain  area,  there  would  be  more  as- 
surance that  the  program  would  not  be  abandoned  because  of  the  in- 
ability of  certain  area  taxpayers  to  meet. 

It  is  my  further  belief  that  if  the  problem  of  welfare  was  es- 
tablished as  a  total  Federal  program  that  there  would  be  ended  the 
additional  problems  caused  by  inmigration  and  dislocation  of  fami- 
lies moving  from  one  area  of  America  to  another  which,  in  effect,  has 
been  the  prime  cause  of  the  creation  of  slums. 

A  full  Federal  program  with  full  Federal  resources,  applicable  in 
equal  terms  in  any  place  in  America,  would  not  only  end  the  problems 
of  dislocation,  but  would  also  end  the  disproportionate  level  of  wel- 
fare costs  on  urban  areas  such  as  Essex. 

Our  welfare  records  show  that  the  caseload  has  increased  by  an 
average  of  900  each  year  and  that  instead  of  cutting  into  welfare 
problems  that  even  in  an  era  of  so-called  full  employment,  our  welfare 
burdens  grow. 

During  1967  more  than  50  cents  out  of  every  dollar  of  Essex  tax- 
payers' funds  will  go  directly  for  welfare,  health,  and  law  enforcement 
services  which  have  their  roots  in  problems  of  poverty.  Much  as  we 
recognize  the  importance  and  necessity  of  the  welfare  program,  we  are 
rapidly  coming  to  the  point  where  necessity  may  conflict  with  the 
public's  ability  to  pay,  particularly  if  our  taxpayers  are  made  to  pay 
a  disproportionate  share  of  the  welfare  program. 

It  is  my  feeling  that  the  problem  of  welfare  and  particularly  the 
aid-to-dependent-children  category,  is  not  merely  a  county  problem, 
a  county-State  problem,  but  a  Federal  problem  and  should  be  met  en- 
tirely at  the  Federal  level  as  a  responsibility  of  the  total  American 
society. 

In  the  long  run,  I  feel  that  no  citizen  can  evade  his  fair  share  of 
responsibility.  Under  the  present  system  here  in  Essex  County, 
where  we  pay  more  than  our  share,  we  look  to  you  for  relief  to  the 
extent  that  the  total  financing  of  the  aid-to-dependent-children  pro- 
gram will  be  from  Federal  income  taxes  shared  by  all  on  their  ability 
to  pay.  , 

The  philosophy  on  welfare  responsibilities,  which  I  have  outlined  to 
you  today,  is  that  which  I  hope  will  eventually  become  our  public 
policy. 

But  I  know  that  Congress  has  its  own  financial  problems  and  that 
matters  involving  finances  must  be  handled  in  a  practical  way.  How- 
ever, it  is  time  that  we  take  a  huge  step  foward.  It  may  not  be 
financially  possible  to  obtain  all  that  I  propose  to  seek,  but  we  can 
make  a  great  stride  on  the  way. 

In  talks  with  officials  of  the  National  Association  of  Counties,  it 
has  been  suggested  that  a  step  along  the  way  would  be  a  major  in- 
crease in  the  Federal  financial  responsibility  in  the  aid-to-dependent- 
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children  program.  Instead  of  the  general  50-percent  Federal  share,  it 
is  our  hope  that  as  a  start  toward  total  Federal  responsibility  that  per- 
haps we  may  devise  a  formula  of  90  percent  Federal  and  10  percent 
local.  Of  if  that  is  to  much  of  a  step  on  the  way,  perhaps  an  85-per- 
cent Federal  responsibility  and  a  15-percent  local  can  be  established. 

In  our  own  State,  the  formula  of  50-50  between  State  and  county 
is  headed  for  a  75  percent  State-25  percent  county  formula.  In  any 
case,  there  is  a  recognition  on  the  part  of  the  State  government  that  a 
greater  share  of  the  welfare  burden  must  be  spread  among  the  general 
population  if  property  owners  are  to  be  relieved  in  highly  urban 
areas  in  which  much  of  our  poverty  is  centered. 

What  I  am  proposing,  in  effect,  is  that  immediate  relief  be  granted 
on  their  part  of  a  total  new  concept  for  full  society's  responsibility  to 
take  care  of  the  have-nots. 

We  at  the  county  level  look  to  you  and  need  your  help. 

Thank  you. 

The  Chairman.  We  thank  you  for  bringing  to  us  these  views,  Mr. 
Matthews.  Are  there  any  questions  ? 

Mrs.  Griffiths.  I  would  like  to  ask  a  question. 
The  Chairman.  Mrs.  Griffiths. 

Mrs.  Griffiths.  I  would  like  to  say,  Mr.  Matthews,  that  I  think 
you  have  made  one  of  the  most  pertinent  points  made  in  all  this  testi- 
mony. It  is  a  very  interesting  point.  May  I  ask  you  how  much  do 
you  pay  per  child  in  Essex  County  ? 

Mr.  Matthews.  Well,  we  pay  50-some  dollars  and  on  the  aid-to- 
dependent-children  program,  the  cost  sharing  goes  like  this,  and  note 
I  gave  you  a  few  when  I  said  50  percent. 

Mrs.  Griffiths.  Yes. 

Mr.  Matthews.  It  is  15-18.  Of  the  first  $18  the  Federal  Govern- 
ment gives  $15.  Half  of  the  next  $14,  which  is  $7,  is  $22  given  by  the 
Federal  Government  per  child.  But  according  to  our  economic  statis- 
tics a  child  must  have  a  minimum  of  about  $35  per  child  or  $50  per 
child. 

Now,  with  this  in  mind  the  Federal  Government  says  to  us,  "We 
will  pay  our  $22  based  on  $35  but  all  in  excess  you  must  carry  along." 

Now,  we  are  carrying,  because  we  believe  in  providing  for  human 
need,  a  greater  share  because  we  don't  use  the  $35  as  the  criteria.  We 
must  use  the  $58  figure  as  the  criteria  and  as  a  result  of  the  $58  the 
disparity  brings  about  this  hardship  and  the  taxpayers  in  the  local 
area  must  share  this  responsibility. 

Mrs.  Griffiths.  May  I  ask  you  what  efforts  do  you  make  to  locate 
a  father  to  support  the  child  ?  Do  you  have  any  possibility  ? 

Mr.  Matthews.  We  have  a  legal  unit  with  investigators  that  go  in 
and  definitely  ferret  out  these  fathers.  We  determine  these  fathers 
in  the  courts.  We  charge  them  with  bastardy  as  they  are  supposed  to 
be  charged  and  we  order  them  to  make  support  payments. 

However,  I  find  that  there  is  a  great  disparity  between  the  courts 
spelling  out  how  much  this  father  should  pay  toward  this  child  and 
the  father  bringing  it  to  the  probation  office,  so,  therefore,  I  as  director 
of  the  board  have  had  to  interfere  many  times  and  go  down  to  welfare 
and  say,  "Provide  for  the  human  need  and  deal  with  that  father  later", 
because  many  times  that  father  would  not  leave  the  money  that  he  is 


1260 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


supposed  to  leave  with  our  probation  department.  That  mother  is 
waiting.  That  child  is  hungry,  and  no  one  to  provide  anything,  so  we 
then  make  the  payment  and  deal  with  the  father  later. 

Mrs.  Griffiths.  A  few  years  ago  American  Tracers  found  75,000 
fathers  who  were  missing  from  their  homes.  They  had  an  average  of 
2  years  of  college  education,  an  average  income  of  $6,000  each.  These 
75,000  men  were  not  providing  for  their  children. 

How  much  help  would  it  be  to  you  or  do  you  think  it  is  reasonable 
that  we  open  up  social  security  to  see  if  they  could  find  the  fathers 
for  you  ? 

Mr.  Matthews.  Well,  I  believe  this  is  a  step  in  the  right  direction. 
We  are  doing  everything  that  we  can  to  try  to  locate  these  fathers. 

Mrs.  Griffiths.  But  it  is  a  tremendous  problem. 

Mr.  Matthews.  We  have  located  many.  I  can't  give  you  the  kinds 
of  statistics  that  you  may  want,  but  I  can  assure  you  we  have  gone  so 
far  not  only  to  locate  the  fathers,  but  to  prosecute  them,  and  we  have 
also  prosecuted  the  frauds  because  many  times  this  mother  knows  who 
the  father  is  and  she  can't  name  him. 

However,  we  find  out  through  investigation  and  bring  this  father 
into  court  and  the  mother  admits  and,  of  course,  there  is  a  court  case 
involved. 

Mrs.  Griffiths.  May  I  ask  you,  would  you  support  a  move  for  a 
social  security  number  to  be  given  to  the  child  at  birth  and  the  social 
security  numbers  of  the  child's  parents  also  be  placed  on  the  birth 
certificates  ?  Then  you  can  really  use  the  social  security  and  find  out 
where  the  father  or  mother  were. 

Would  this  not  help  some  ? 

Mr.  Matthews.  That  would  help.  However,  I  believe  that  that  is 
up  to  the  individual  family.    You  are  invading  a  right  there. 

Mrs.  Griffiths.  Of  course,  we  invade  it  on  collecting  income  taxes. 
We  are  already  doing  that. 

Mr.  Matthews.  No  ;  but  what  I  mean  this  is  a  moot  question  and  I 
actually  believe  that  it  would  require  a  great  deal  of  study.  You  just 
can't  give  an  off-the-cuff  answer  on  a  situation  like  that. 

Mrs.  Griffiths.  I  believe  it  would  require  it  too,  but  it  seems  to  me 
it  is  not  too  unreasonable.  I  do  appreciate  your  testimony  and  I  cer- 
tainly do  appreciate  your  problem  and  I  think  you  stated  it  well. 

Mr.  Matthews.  Thank  you. 

Mrs.  Griffiths.  Exceedingly  well.   Thank  you. 

The  Chairman.  Any  further  questions  ?    Mr.  Curtis. 

Mr.  Curtis.  Mr.  Matthews,  I  certainly  want  to  join  with  Mrs.  Grif- 
fiths in  expressing  appreciation  for  your  statement.  In  Essex  County 
do  they  just  levy  against  a  homeowner  as  you  say  on  page  3  or  is  it 
property  owner  ? 

Mr.  Matthews.  It  is  property  owners. 

Mr.  Curtis.  That  would  include  industrial  property,  utilities,  com- 
mercial ? 

Mr.  Matthews.  All  property. 

Mr.  Curtis.  Yes.  Now,  you  say  that  the  assessment  for  welfare 
increased  from  $3  million  to  $14  million  in  the  10  years.  Could  you 
supply  for  the  record,  if  you  don't  have  it,  what  the  increased  assess- 
ment of  the  property  was  in  that  period  ? 
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Mr.  Matthews.  It  lias  been  on  a  tremendous  spiral.  The  property 
taxes  have  gone  up  tremendously. 

Mr.  Curtis.  I  was  wondering  what  assessment  

Mr.  Matthews.  However,  this  year,  when  most  municipal  budgets 
were  going  up  24  to  36  percent,  the  county  government,  as  a  result  of 
prudent  and  understanding  government,  only  went  up  11.3  percent. 
However,  it  continues  to  rise. 

Mr.  Curtis.  Yes;  but  I  am  more  interested  in  the  rise  of  wealth, 
because  the  wealth  in  most  communities — it  may  not  be  true  of  Essex — 
has  risen  more  rapidly  than,  indeed,  has  the  gross  national  product. 

Mr.  Matthews.  You  mean  your  total  assessments  ? 

Mr.  Curtis.  Yes. 

Mr.  Matthews.  No. 

Mr.  Curtis.  That  is  what  I  am  getting  at. 

Mr.  Matthews.  Total  assessment  hasn't  risen  as  fast. 

Mr.  Curtis.  That  is  what  I  wondered ;  if  you  had  those  figures  that 
would  correlate  here,  if  you  could  get  them  for  me. 

Mr.  Matthews.  I  will  get  them  for  you  and  mail  them  back  to  the 
committee. 

(The  information  requested  was  not  received  by  the  committee  at 
the  time  of  printing.) 

Mr.  Curtis.  Yes.  The  other  thing  is,  and  I  don't  know  that  you 
have  these  figures  and  I  don't  want  you  to  go  to  a  great  deal  of  trouble, 
but  if  they  are  available,  the  ratio  of  homeowners'  assessment  to  assess- 
ment upon  industry,  commerce,  public  utilities.  In  a  well-zoned  com- 
munity that  ratio  can  be  as  high  as  75  percent  on  industry,  commerce, 
and  public  utilities  and  only  25  percent  on  the  homeowners,  but  I  was 
wondering  what  that  figure  would  be  in  Essex  County. 

Mr.  Matthews.  I  can  assure  you  that  the  homeowner  pays  a  much 
higher  share,  a  much  greater  proportion,  than  industry. 

Mr.  Curtis.  This  is  what  I  want.  If  it  can  be  gotten  for  the  com- 
mittee, without  too  much  difficulty,  I  would  like  to  get  that. 

Mr.  Matthews.  I  shall  obtain  that  for  you,  sir. 

(The  information  requested  was  not  received  by  the  committee  at 
the  time  of  printing.) 

Mr.  Curtis.  One  other  thing  on  this.  Does  the  State  of  New  Jersey 
have  equalization  laws  ? 

Mr.  Matthews.  Yes. 

Mr.  Curtis.  As  a  measure  of  paying  into  a  poorer  community 
property  wise,  a  low  property  tax  base  ? 
Mr.  Matthews.  We  lose  in  urban  areas. 

Mr.  Curtis.  I  agree  with  you.    Every  State,  in  my  judgment,  in 

fact,  even  counties,  need  to  equalize  

Mr.  Matthews.  We  have  a  100-percent  assessment. 
Mr.  Curtis.  What  does  the  State  raise  its  revenues  from  ? 
Mr.  Matthews.  From  the  taxpayer. 

Mr.  Curtis.  I  mean  what  kind  of  taxes.    Transaction  taxes  ? 
Mr.  Matthews.  We  have  local  taxes. 

Mr.  Curtis.  I  mean  the  State.  I  am  talking  about  State  equaliza- 
tion, the  State  sending  money  back  to  the  county  of  Essex. 
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Mr.  Matthews.  They  send  it  back  based  upon  a  sales  tax,  a  broad- 
based  tax  that  we  just  obtained.  That  goes  back  for  education  and 
highways. 

Mr.  Curtis.  But  not  for  welfare. 

Mr.  Matthews.  No,  not  for  welfare.  They  go  for  schools  and  high- 
ways, also  hospitals,  like  retarded  children  get. 

Mr.  Curtis.  What  about  welfare,  because  your  point  is  very  well 
taken  if  the  county  which  has  one-sixth  the  State  population  bears 
more  than  40  percent  of  the  entire  welfare  burden  of  the  State  of  New 
Jersey. 

Mr.  Matthews.  This  is  just  the  ADC  burden. 

Mr.  Curtis.  I  understand,  but  what  does  the  State  legislature  say 
about  this?  Why  isn't  there  equalization  in  the  State  tax  money 
coming  back  to  Essex  for  welfare  ? 

Mr.  Matthews.  That  is  one  of  the  reasons  why  I  appeared  before 
the  legislature  just  last  week,  to  bring  about  this  75-25  sharing.  They 
are  trying  to  share  with  us  on  a  50-50  basis,  and  50  percent  to  them 
may  be  a  lot,  but  50  percent  to  us  is  a  great  deal  because  first  of  all 
we  are  dealing  with  the  law  of  numbers. 

Mr.  Curtis.  Yes. 

Mr.  Matthews.  Where  you  see  an  escalation  of  cases  to  the  amount 
of  900  new  cases  a  year,  no  point  of  diminishing  return  and  never 
reaching  your  saturation  point.    You  are  continually  on  a  spiral. 

Mr.  Curtis.  Let  me  get  this.  Maybe  I  misunderstood.  You  do 
have  an  equalization  tax  for  welfare  then  if  it  is  a  50^50  formula  as 
you  describe.  Does  the  State  pay  to  Essex  a  part  of  your  cost  for 
welfare  ? 

Mr.  Matthews.  Yes. 

Mr.  Curtis.  What  is  that  ? 

Mr.  Matthews.  Fifty-fifty. 

Mr.  Curtis.  Then  you  do  have  an  equalization. 

Mr.  Matthews.  Yes,  but  there  are  areas  in  the  State  that  only 
pay  1  percent  and  Essex  lays  on  the  street  50  percent  because  they 
don't  have  the  problem. 

Mr.  Curtis.  You  see,  I  am  just  trying  to  get  the  picture  as  to  whether 
equalization  should  go  as  far  as  the  Federal  level  because  New  J ersey 
is  one  of  the  richest  States  in  the  Union  and  I  can't  understand  why 
in  the  name  of  heaven  they  can't  equalize  for  their  power  areas.  You 
have  made  a  very  fine  case  in  my  judgment  for  the  problem  that  Essex 
County  might  experience,  so  anything  you  supply  in  the  record  I  would 
appreciate.    Then  one  final  question. 

Again  in  this  case  if  you  don't  know  it  you  could  supply  it  for  the 
record,  because  some  of  this  comes  from  out  of  State,  the  children  com- 
ing in.  Does  New  Jersey  have  reciprocal  agreements  with  other  States 
in  respect  to  child  welfare  ? 

Mr.  Matthews.  Yes.  We  have  reciprocal  agreements.  However, 
you  know  there  are  people  that  cross  the  ocean  as  a  result.  They  seek 
the  new  life  and  there  are  many  people  that  uproot  themselves  in  cer- 
tain areas  of  this  Nation  to  come  to  other  centers  looking  for  the  good 
life. 

Mr.  Curtis.  Anything  you  could  give  which  would  throw  light  on 
whether  the  reciprocal  agreements  with  these  States  are  working  in 
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this  area  or  whether  they  could  or  not  I  would  appreciate  having  for 
the  record. 

(The  information  requested  was  not  received  by  the  committee  at 
the  time  of  printing.) 

The  Chairman.  Any  further  questions  ?    Mr.  Vanik. 

Mr.  Vanik.  I  have  just  one  question.  I  concur  in  what  you  plead, 
Mr.  Matthews.  I  agree  with  you  heartily.  In  cases  where  paternity 
has  been  established  and  where  judgment  has  been  rendered  against 
the  father  for  support  of  the  child,  has  the  Social  Security  Administra- 
tration  provided  you  any  assistance  in  your  efforts  to  locate  a  runaway 
father? 

Mr.  Matthews.  No. 

Mr.  Vanik.  There  was  an  experimental  program  2  or  3  years  ago  in 
which  they  did  try  this. 

Mr.  Matthews.  We  have  a  legal  unit  with  the  necessary  investiga- 
tors attached  thereto  and  these  investigators  do  a  great  deal  of  locating 
but  this  is  on  county  initiative  with  Federal  participation. 

Mr.  Vanik.  We  had  a  trial  program  that  I  think  went  on  about  2 
or  3  years  ago  in  which  we  were  trying  to  provide  this  locator  service 
to  public  welfare  authorities  where  there  was  a  finding  of  paternity  and 
where  there  was  a  judgment. 

To  your  knowledge  has  that  been  operating  at  all  in  your  area  ? 

Mr.  Matthews.  This  I  don't  know.    I  am  not  that  familiar. 

Mr.  Vanik.  I  thank  you. 

The  Chairman.  Any  further  questions?  If  not,  again  we  thank 
you.  You  made  a  very  fine  witness  for  your  point  of  view  and  we 
appreciate  your  coming. 

Mr.  Matthews.  Thank  you. 

(The  following  letter  was  received  by  the  committee :) 

Essex  County  Welfare  Board, 

Newark,  N.J.,  April  11, 1967. 

Hon.  Wilbur  D.  Mills, 

Chairman,  House  Ways  and  Means  Committee, 
House  of  the  Representatives, 
Washington,  D.C. 

Sir  :  On  March  20,  1967,  Charles  A.  Matthews,  the  Director  of  our  Essex 
County  Board  of  Freeholders,  appeared  before  your  Committee  and  presented 
the  proposal  that  the  Aid  to  Dependent  Children  (AFDC)  Program,  now  being 
administered  at  the  State  level  through  our  local  county  welfare  boards,  be 
transferred  to  full  Federal  responsibility.  Mr.  Matthews'  proposal  was  predi- 
cated upon  the  fact  that  the  cost  of  this  program  for  assistance  and  administra- 
tion has  represented  a  disproportionate  burden  upon  the  taxpayers  of  the  State 
of  New  Jersey  and  Essex  County  in  particular,  where  more  than  one-third  of 
the  State's  caseload  for  Aid  to  Dependent  Children  is  now  centered. 

While  our  Board  regretted  that  other  members  were  not  able  to  accompany 
Mr.  Matthews  to  support  his  testimony,  the  Board  did  ask  the  undersigned,  as 
its  Director,  to  address  this  communication  to  you,  expressing  its  wholehearted 
support  of  the  position  taken  by  Freeholder  Director  Matthews.  We  respectfully 
urge  your  thoughtful  consideration  of  this  proposal. 

Respectfully  submitted. 

Philip  K.  Lazaro,  Director. 

The  Chairman.  Mr.  Jaspan,  can  you  complete  your  statement  in 
about  10  minutes  ? 
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STATEMENT  OP  DANIEL  JASPAN,  LEGISLATIVE  REPRESENTATIVE, 
NATIONAL  ASSOCIATION  OP  POSTAL  SUPERVISORS 

Mr.  Jaspan.  Sooner  than  that,  Mr.  Chairman. 

The  Chairman.  We  will  hear  you  before  we  go  to  the  House 
Chamber. 

Please  identify  yourself  for  the  record  by  giving  us  your  name,  ad- 
dress, and  capacity  in  which  you  appear. 

Mr.  Jaspan.  My  name  is  Daniel  Jaspan.  I  am  the  legislative  repre  - 
sentative of  the  National  Association  of  Postal  Supervisors,  composed 
of  approximately  31,000  postal  supervisors  with  members  in  all  50 
States  and  in  Guam,  Puerto  Rico,  and  the  Virgin  Islands.  Our  mem- 
bers are  employed  in  post  offices,  branches,  stations,  motor  vehicle  fa- 
cilities, maintenance  units,  airmail  facilities,  and  mobile  units. 

We  appreciate  the  opportunity  of  appearing  before  this  committee 
to  offer  comments  on  some  of  the  provisions  of  H.R.  5710. 

As  Federal  employees,  we  are  primarily  concerned  over  the  proposed 
exclusion  of  the  present  tax  credit  of  $1,524  granted  Federal  retirees 
and  others.  We  appreciate  the  fact  that  most  of  the  retirees  would 
benefit  under  the  provisions  of  H.R.  5710  and  commend  the  chairman 
for  introducing  a  bill  with  this  liberalization. 

However,  we  are  very  much  concerned  with  the  limitations  under 
which  some  of  our  members  and  other  Federal  employees  would  have 
to  pay  additional  tax  in  order  to  relieve  the  tax  burden  of  those  receiv- 
ing smaller  annuities.  Very  few  postal  employees — and  this  is  prob- 
ably true  of  other  Federal  employees — earn  enough  money  to  build 
up  a  sizable  estate,  and  investments  in  stocks,  bonds,  et  cetera,  are 
almost  out  of  the  question  and  this  is  also  true,  Mr.  Chairman,  regard- 
ing private  pension  or  amiuity  plans. 

Most  of  us  will  have  to  live  on  our  annuities  alone.  As  this  com- 
mittee probably  knows,  Federal  salaries  have  lagged  behind  salaries 
in  industry  for  many  years  and  the  latest  figures  based  on  surveys  by 
the  Bureau  of  Labor  Statistics  show  that  even  now  Federal  employees 
in  the  middle  and  upper  levels  are  between  2  and  3  years  behind  com- 
parability. 

This  means  that  it  takes  all  of  our  earnings  merely  to  keep  up  with 
the  constantly  increasing  cost  of  living.  Therefore,  most  of  the  salary 
goes  for  the  necessities  of  life. 

If  a  Federal  employee  retires  after  30  years  of  service,  he  takes  a 
considerable  pay  cut  since  his  annuity  is  based  on  56!/4  percent  of  his 
high  5  years  of  earnings. 

In  addition,  to  provide  a  survivor  annuity,  he  takes  a  further  reduc- 
tion in  his  own  annuity. 

Although  the  majority  of  retirees  will  benefit  by  the  substitution 
of  the  $2,300  and  $4,000  exemptions  for  single  and  married  annuitants, 
respectively,  the  reduction  of  this  exemption  for  single  persons  with 
incomes  of  more  than  $5,600  and  married  couples  with  earnings  of 
more  than  $11,200  will  adversely  affect  those  annuitants. 

This  proposal  seems  grossly  unfair,  too,  inasmuch  as  it  imposes  a 
double  penalty  on  retirees  with  larger  incomes.  They  would  not 
only  lose  the  present  tax  credit  entirely,  but  they  would  also  pay  a 
higher  income  tax  rate  since  they  will  not  be  in  the  lowest  brackets 
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for  tax  purposes. 

We  ask  this  committee  to  give  serious  consideration  to  the  removal 
of  the  proposed  ceiling  on  income,  including  annuity,  since  we  be- 
lieve that  it  discriminates  unjustly  against  those  relatively  few  people 
who  have  been  fortunate  enough  to  be  in  higher  income  brackets  than 
the  majority  of  Federal  employees. 

It  is  difficult  enough  for  retirees  to  live  even  fairly  comfortably 
on  their  reduced  income.  In  addition,  medical  and  hospital  expenses, 
which  affect  this  group  more  than  the  younger  people,  have  been, 
increasing  rapidly  and  probably  will  continue  to  skyrocket.  Even 
with  health  insurance  and  medicare,  there  are  expenses  that  must 
be  paid  by  the  retirees. 

We  do  not  like  to  see  any  changes  that  will  make  their  remaining 
days  less  comfortable  than  they  now  are.  Additional  taxes  would 
do  just  this.  We  respectfully  urge  the  committee  to  eliminate  the 
ceiling  on  earnings. 

We  note  that  under  the  provisions  of  the  bill,  the  tax  exemption 
for  social  security  and  railroad  retirement  annuities,  which  have  al- 
ways been  tax  free,  would  not  be  completely  eliminated  as  would  the 
retirement  credit.  This  appears  to  us  to  be  grossly  unfair.  In  fact, 
we  would  like  to  see  taxes  on  all  annuities  completely  eliminated. 

I  do  not  know  whether  this  comes  within  the  scope  of  this  committee, 
but  an  insidious  condition  has  been  increasing  throughout  the  United 
States.  I  am  referring  to  the  State  inheritance  tax  on  annuities, 
based  on  actuarial  figures  for  life  expectancy. 

Some  States — fortunately  they  are  relatively  few  in  number — im- 
pose an  inheritance  or  State  tax  on  the  value  of  the  survivor  annuity 
when  the  employee  or  annuitant  dies.  Just  recently  in  one  of  the 
States  a  member  of  our  association  died  and  his  wife  had  to  pay  a 
State  tax  on  the  amount  the  State  set  as  the  value  of  the  survivor  an- 
nuity to  his  wife  which  they  figured  as  approximately  $30,000.  The 
wife  had  to  pay  the  tax  and  even  if  she  had  died  the  very  next  day, 
this  tax  based  on  her  life  expectancy  would  not  have  been  returned 
to  the  estate. 

One  bill  to  eliminate  this  condition  has  been  introduced  by  Con- 
gressman Paul  A.  Fino  of  New  York.  His  bill  is  H.R.  6255.  We  hope 
that  this  unfair  treatment  of  survivors  will  be  remedied. 

We  would  also  like  to  see  some  provisions  made  so  that  medicare 
can  be  made  available  to  Federal  retirees  upon  reaching  age  65.  At 
the  present  time,  persons  eligible  for  health  benefits  may  not  have 
medicare  coverage  unless  they  are  also  covered  by  social  security.  We 
believe  that  this  will  be  more  and  more  important  as  the  years  roll 
by  and  the  cost  of  hospitalization  and  treatment  continue  to  increase. 

There  is  one  section  of  H.E.  5710  about  which  we  have  mixed  emo- 
tions. I  am  referring  to  section  116  which  permits  the  transfer  of 
Federal  employment  credits  for  social  security  coverage  if  the  Federal 
employee  has  no  protection  under  the  Federal  retirement  system  at 
the  time  of  his  death,  disability,  or  retirement. 

We  firmly  believe  that  the  employee  should  have  coverage  at  the 
earliest  opportunity,  but  we  have  not  been  in  favor  of  any  linkage 
between  the  civil  service  retirement  system  and  social  security. 

In  our  opinion,  it  would  be  much  better  and  more  equitable  to  im- 
prove the  Federal  retirement  system  to  include  proper  coverage  than 
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to  transfer  credits  to  social  security  for  this  purpose.  To  be  per- 
fectly frank,  the  majority  of  our  members  have  always  opposed  any 
connection  between  our  retirement  system  and  social  security  since 
they  fear  that  any  coordination  or  implementation  based  on  a  tie-in 
between  the  two  systems  can  eventually  lead  to  the  absorption  of  our 
own  retirement  system.  We  have  had  many  convention  resolutions 
opposing  involvement  with  social  security. 
In  summary,  our  proposals  are  as  follows : 

1.  Eliminate  from  H.R.  5710  the  limitation  of  earnings  provision. 

2.  If  possible,  approve  legislation  to  forbid  taxation  by  States  of 
annuities  based  on  the  life  expectancy  of  the  survivor  annuitant. 

3.  Make  medicare  available  to  Federal  employees  and  retirees  who 
are  not  now  eligible  if  they  are  entitled  to  health  benefits  coverage. 

4.  Prevent  any  coordination  of  the  Federal  retirement  system  and 
social  security,  but  improve  the  Federal  retirement  system. 

Thank  you  for  granting  us  the  time  to  express  our  opinion  on  H.R. 
5710. 

The  Chairman.  Mr.  Jaspan,  we  thank  you,  sir,  for  bringing  to  us 
the  views  of  the  National  Association  of  Postal  Supervisors. 
Are  there  any  questions  of  Mr.  J  asp  an  ? 
If  not,  we  thank  you,  sir. 

That  completes  the  calendar  for  today  and  without  objection  the 
committee  adjourns  until  10  o'clock  in  the  morning. 

(Whereupon,  at  12:51  p.m.,  the  committee  adjourned  to  reconvene 
at  10  a.m.,  Tuesday,  March  21, 1967.) 


PRESIDENT'S  PROPOSALS  FOR  REVISION  IN  THE 
SOCIAL  SECURITY  SYSTEM 


TUESDAY,  MARCH  21,  1967 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Washington,  D.C. 
The  committee  met  at  10  a.m.,  pursuant  to  recess,  in  the  committee 
room,  Longworth  House  Office  Building,  Hon.  Wilbur  D.  Mills 
(chairman  of  the  committee)  presiding. 
The  Chairman.  The  committee  will  please  be  in  order. 
We  are  pleased  to  have  with  us  today  the  Honorable  Gerald  R.  Ford 
from  the  State  of  Michigan.    Please  come  forward  and  proceed  as 
you  wish. 

STATEMENT  OF  HON.  GERALD  R.  FORD,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  MICHIGAN 

Mr.  Ford.  Mr.  Chairman,  I  would  like  to  urge  that  the  Committee 
on  Ways  and  Means  incorporate  into  the  social  security  bill  to  be  pre- 
sented to  the  House  of  Representatives  the  provisions  contained  in  my 
bill,  H.R.  2888. 

This  suggested  addition  would  extend  to  the  State  of  Michigan  the 
provisions  in  the  present  law  which  make  social  security  coverage 
available  in  19  States  and  in  all  interstate  instrumentalities  to  police- 
men and  firemen  who  are  members  of  a  State  or  local  retirement  sys- 
tem. 

I  believe  that  social  security  legislation  applying  only  to  specified 
States  should  generally  be  avoided,  since  such  legislation  tends  to  nul- 
lify the  effect  of  the  general  provisions  of  the  law  and  also  complicates 
the  social  security  program.  However,  in  this  case  the  effect  of  the  bill 
would  be  to  broaden  an  existing  provision  rather  than  to  add  a  new 
provision  to  the  law. 

Recently  in  the  city  of  Grand  Rapids  in  my  district  a  police  officer 
was  killed  in  the  line  of  duty.  If  this  man  had  been  covered  by  social 
security,  his  widow  and  children  would  have  been  entitled  to  receive 
$368  per  month  in  benefits,  but  instead  their  only  assistance  had  to  come 
in  the  form  of  a  community  collection.  This  type  of  financial  aid  is 
too  temporary  and  insufficient  and  does  not  offer  a  reliable  and  realistic 
answer  to  the  problem  of  support.  Social  security  could  have  served 
well  in  this  instance. 

I  have  been  advised  that  the  Department  of  Health,  Education,  and 
Welfare  has  reviewed  and  would  not  oppose  the  enactment  of  H.R. 
2888.   The  Bureau  of  the  Budget  also  has  indicated  that  it  has  no 
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objection  to  the  presentation  of  H.R.  2888  from  the  standpoint  of  the 
administration's  program. 

The  application  of  this  proposed  legislation  will  occur  only  upon  the 
election  of  individual  groups  to  become  participants  in  the  social 
security  program.  No  coverage  will  in  any  way  be  coercively  im- 
posed upon  groups  not  desiring  such  benefits. 

This  legislation  to  extend  social  security  coverage  to  firemen  and 
policemen  has  the  support  of  local  officials  and  local  fire  and  police 
organizations  within  my  congressional  district  and  throughout  much 
of  the  State.  I  trust  the  committee  would  permit  those  who  desire  this 
coverage  in  Michigan  to  be  permitted  to  have  it. 

I  would  also  like  to  urge  that  the  Committee  on  Ways  and  Means 
incorporate  into  the  social  security  bill  to  be  presented  to  the  House 
of  Representatives  the  provisions  contained  in  my  bill,  H.R.  3759. 

The  suggested  changes  would  increase  the  amount  of  outside  income 
which  a  widow  with  minor  children  may  earn  without  suffering  deduc- 
tions from  the  benefits  to  which  she  is  entitled  under  the  Social  Se- 
curity Act. 

The  President  has  concluded,  as  would  most  Americans,  that  present 
allowable  levels  of  income  within  the  act  are  no  longer  feasible  and 
an  upward  adjustment  of  these  is  overdue. 

The  fixed  legal  limit  currently  imposed  on  incomes,  which  if  ex- 
ceeded by  earnings  will  cause  a  decrease  or  termination  of  social  secu- 
rity benefits,  are  neither  adequate  nor  realistic  in  relation  to  present 
day  costs  of  living.  This  is  especially  true  in  the  case  of  widows  with 
children. 

Existing  limitations  serve  as  a  deterrent  to  the  widow's  motivation 
to  improve  her  family's  economic  status  when  actually  the  opposite 
should  be  true.  Today  with  an  alarming  uptrend  in  the  Nation's 
crime  rate,  a  rising  number  of  adverse  pressures  on  basic  morality,  and 
ever- ascending  costs  of  education,  the  problem  of  rearing  a  wholesome, 
well-balanced,  healthy,  and  intelligent  younger  generation  is  a  major 
challenge  to  any  mother  and  father.  It  is  even  a  more  difficult  task 
for  a  widow  with  children. 

It  is  in  our  power  to  rectify  this  suitation.  I  urge  the  committee 
to  increase  the  earnings  limitation  for  widows  with  children  as  pro- 
posed in  H.R.  3759  to  $3,600  a  year.  The  committee  may  wish  to  alter 
this  figure ;  however,  $3,600  per  year  seems  to  me  to  be  the  minimum 
amount  that  should  be  considered  at  the  present  time.  - 

The  Chairman.  We  do  appreciate  your  taking  the  time  to  come 
before  the  committee.  Does  anyone  have  any  questions  ?  Thank  you 
for  your  statement. 

Our  next  witness  this  morning  is  our  friend  of  many  years,  Arthur 
S.  Flemming,  president  of  the  National  Council  of  Churches  of  Christ 
in  the  U.S.A.  Mr.  Flemming,  we  appreciate  so  much  having  you  back 
with  the  committee.  You  are  recognized,  sir. 

STATEMENT  OF  ARTHUR  S.  FLEMMING,  PRESIDENT,  NATIONAL 
COUNCIL  OF  CHURCHES  OF  CHRIST  IN  THE  U.S.A. 

Mr.  Fleming.  Mr.  Chairman,  I  am  certainly  very  happy  to  have 
the  opportunity  of  appearing  before  this  committee  once  again.  As 
the  chairman  has  indicated,  I  am  appearing  today  in  my  capacity  as 
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president  of  the  National  Council  of  Churches  of  Christ  in  the  U.S.A. 

Thirty-four  Protestant,  Anglican,  and  Orthodox  communions  con- 
stitute thet  membership  of  the  National  Council  of  Churches.  Only 
the  general  assembly  or  the  general  board  can  approve  policy  state- 
ments on  behalf  of  the  council.  The  general  assembly  meets  every  3 
years;  the  general  board  meets  three  times  a  year.  The  assembly 
numbers  about  800;  both  lay  church  members  and  clergy  are  repre- 
sented. They  are  appointed  as  representatives  by  the  member  com- 
munions according  to  their  own  procedures. 

About  270  general  assembly  representatives  are  elected  by  that  body 
to  sit  as  the  general  board.  The  policy  statements  that  are  adopted 
by  either  the  general  assembly  or  the  general  board  are  addressed  to 
the  council's  member  communions  and  to  the  general  public. 

The  General  Board  of  the  National  Council  of  Churches  has  not 
had  the  opportunity  of  giving  consideration  to  the  proposals  which 
are  embodied  in  H.K.  5710. 

I  am  attaching,  however,  to  my  testimony  a  number  of  national 
council  policy  statements  bearing  on  the  issues  which  are  being  con- 
sidered by  this  committee.  I  believe  that  the  observations  contained 
in  my  testimony  are  in  accord  with  the  policy  statements  adopted  by 
either  the  general  assembly  or  the  general  board. 

This  is  my  judgment,  however,  and  I  recognize  that  there  could  be 
and  probably  will  be  members  of  the  assembly  and  the  general  board 
who  will  disagree  with  this  judgment. 

In  other  words,  although  I  am  convinced  that  my  recommenda- 
tions to  this  committee  are  consistent  with  the  stated  objectives  of 
the  national  council,  I  recognize  that  some  members  of  the  governing 
bodies  of  the  national  council  as  well  as  members  of  the  communions 
that  make  up  the  membership  of  the  national  council  may  differ  with 
my  views  as  to  the  best  methods  to  follow  in  order  to  achieve  these 
objectives. 

Supplementary  written  statements  have  been  prepared  by  some  of 
the  member  denominations  of  the  National  Council  of  Churches  and 
I  would  like  to  ask,  Mr.  Chairman,  that  they  be  included  in  the  record 
of  this  hearing  following  this  statement. 

The  Chairman.  Without  objection  they  will  be  included  in  the 
record  at  that  point. 

Mr.  Flemming.  Thank  you  very  much. 

SOCIAL  SECURITY  BENEFIT  INCREASE 

The  National  Council  of  Churches  has  made  clear  its  belief  that  the 
use  of  social  insurance  as  exemplified  by  the  old  age  survivors  and 
disability  insurance  program  is  to  be  preferred  to  economic  depend- 
ence upon  the  public  assistance  program. 

The  provisions  in  H.R.  5710  designed  to  increase  benefit  expendi- 
tures by  20  percent  are  consistent  with  this  objective.  The  proposed 
significant  increase  in  the  minimum  benefits  would  help  to  reduce 
the  number  of  aged  beneficiaries  who  still  live  in  poverty. 

The  same  observation  can  be  made  relative  to  the  proposal  to  in- 
crease the  payments  of  persons  who,  because  they  were  old  when  social 
security  coverage  was  broadly  extended,  cannot  meet  the  regular  work 
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requirements  for  social  security  benefits.  The  other  proposed  in- 
creases will  assist  materially  in  making  economic  adjustments  which 
must  be  made  when  a  worker  or  his  family  lose  income  as  a  result 
of  retirement,  disability,  or  death. 

In  so  doing,  financial  burdens  will  be  lessened  for  the  age  group 
which  must  assume  responsibility,  for  example,  for  the  education 
of  our  young  people  in  order  to  prepare  them  for  work  in  a  rapidly 
changing  and  complex  world. 

It  is  recognized  that  the  proposed  new  benefit  structure  will  re- 
quire an  increase  in  a  payroll  tax  that  is  already  high.  This  tax  in- 
crease, however,  should  be  looked  upon  as  an  investment  which  will 
pay  dividends  both  to  the  individual  taxpayer  and  to  society  as  a 
whole. 

The  acceptance  of  the  changes  in  benefit  payments  under  OASDI 
which  are  incorporated  in  H.E.  5710  will  reduce  the  number  of  per- 
sons who  otherwise  would  be  dependent  on  public  assistance.  This 
would  be  a  significant  contribution  in  the  direction  of  the  strengthen- 
ing of  the  Nation. 

Similar  observations  can  be  made  relative  to  the  proposals  to  in- 
crease coverage  under  social  security  by  (1)  extending  disability  in- 
surance protection  to  disabled  widows,  (2)  filling  gaps  in  the  family 
protection  of  certain  Federal  employees,  (3)  improving  the  protec- 
tion of  certain  farm  employees  and  (4)  broadening  coverage  to  the 
dependent  parents  of  retired  or  disabled  workers,  children  supported 
by  relatives  other  than  the  parents,  and  certain  adopted  children. 

PUBLIC   ASSISTANCE  IMPROVEMENTS 

Turning  now  to  the  public  assistance  title  of  H.R.  5710,  the  proposal 
that  the  States  be  required  by  July  1,  1969,  to  make  assistance  pay- 
ments on  the  basis  of  the  standards  for  needy  persons  which  they  use 
to  determine  eligibility  is  a  sound  one.  The  factual  material  pre- 
sented by  Secretary  Gardner  in  support  of  this  proposal  points  clearly 
to  the  conclusion  that  the  present  situation  is  indefensible. 

The  Federal  Government  has  always  been  reluctant  to  impose  pub- 
lic assistance  standards  on  the  States.  This,  however,  is  a  situation 
where  this  reluctance  must  give  way  to  the  Nation's  commitment  to 
the  concept  of  the  dignity  and  worth  of  each  human  being. 

WORK  INCENTIVES 

President  Johnson  has  recommended  that  both  the  social  security 
and  public  assistance  programs  be  changed  so  as  to  provide  persons 
under  those  programs  with  additional  incentives  for  earning  income. 
Both  proposals  are  in  accord  with  sound  public  policy. 

It  is  regrettable  that  States  have  not  taken  advantage  of  the  fact 
that  they  may  now  allow  aged  and  disabled  recipients  and  dependent 
children  under  the  public  assistance  program  to  earn  specified  amounts 
with  no  reduction  or  with  only  a  partial  reduction  in  their  payments. 
Under  the  circumstances,  the  Congress  would  be  contributing  to  an 
important  social  objective  if  it  decided  to  make  the  present  optional 
work  incentive  provisions  mandatory  on  the  States  after  July  1, 1969. 
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PREVENTION  OF  DEPENDENCY 

In  1962  the  Congress  enacted  a  law  under  which  for  a  period  of  5 
years  the  States  could,  if  they  so  desired,  provide  for  assistance  pay- 
ments to  the  needy  children  of  unemployed  parents.  This  same  law 
made  it  possible  to  combine  the  assistance  program  with  a  work  ex- 
perience program  for  the  unemployed  parents. 

H.E.  5710  provides  that  the  unemployed  parent  program  be  made 
permanent.  It  also  provides  that  there  be  work  and  training  projects 
in  every  State.  The  enactment  of  these  provisions  will  provide  for 
assistance  to  needy  children  without  disrupting  family  life  and  at 
the  same  time  will  represent  a  significant  contribution  in  the  direction 
of  the  prevention  of  dependency. 

In  connection  with  the  prevention  of  dependency,  I  am  impressed 
by  Secretary  Gardner's  observation  that  "we  still  know  very  little 
about  the  practicality  of  different  approaches  of  reducing  depend- 
ency." 

It  is  hoped,  therefore,  that  the  request  to  the  Congress  that  it  extend 
the  authorization  under  the  Federal  Government  helps  support  dem- 
onstration projects  under  public  assistance  will  be  granted. 

HEALTH  PROPOSALS 

H.E.  5710  contains  proposals  which,  according  to  Secretary  Gard- 
ner, "are  aimed  at  making  quality  health  care  available  to  more  poor 
children  while  continually  exploring  new  ways  of  delivering  health 
services  to  the  underprivileged."  The  objective  is  a  sound  one  and 
I  know  that  the  specific  proposals  will  be  evaluated  by  this  committee 
in  the  light  of  the  objective. 

The  proposal  that  medicare  protection — both  hospital  insurance  and 
medical  insurance — be  made  available  to  those  of  any  age  who  are 
severely  or  totally  disabled  is  consistent  with  the  national  objective 
of  preventing  dependency.  It  is  consistent  also  with  the  earlier  deci- 
sion of  the  Congress  to  cover  this  group  under  the  basic  social  security 
program. 

The  Department  of  Health,  Education,  and  Welfare  is  to  be  com- 
mended for  the  manner  in  which  the  overall  medicare  program  has 
been  inaugurated.  I  know  from  experience  that  those  who  have  major 
responsibility  for  the  program  are  skilled  and  dedicated  public  serv- 
ants. I  have  long  regarded  the  O ASDI  as  one  of  the  best  adminis- 
tered programs  in  the  history  of  the  Federal  Government. 

I  am  confident,  therefore,  that  the  recommendations  which  these 
administrators  have  made  for  changes  in  the  medicare  law,  based 
on  their  experiences  to  date,  will  be  given  careful  consideration. 

The  Congress  is  to  be  commended  for  the  acceptance  of  the  objec- 
tive which  is  reflected  in  the  medical  assistance  program  authorized 
by  title  XIX  of  the  Social  Security  Act.  I  am  sure  the  experiences 
to  date  under  this  title  will  result  in  both  the  executive  and  legisla- 
tive branches  agreeing  on  changes  that  will  bring  about  improve- 
ments in  the  implementation  of  the  program. 
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MEETING  MANPOWER  NEEDS 

The  Nation  confronts  serious  shortages  of  qualified  personnel  in 
the  welfare  field.  The  administration  is  to  be  commended  for  calling 
this  situation  to  the  attention  of  the  Congress  and  recommending  in 
H.R.  5710  programs  designed  to  combat  these  shortages. 

Secretary  Gardner's  statement  that  16,000  more  child  welfare  work- 
ers will  be  needed  by  1975  is  illustrative  of  the  seriousness  of  this 
situation.  It  is  to  be  hoped  that  the  Congress  will  make  it  possible 
for  the  Nation  to  overcome  what  is  certainly  a  serious  obstacle  to  the 
achievement  of  the  objective  or  providing  our  people  with  the  oppor- 
tunity of  achieving  their  highest  possibilities. 

In  conclusion,  in  addition  to  these  comments  on  the  pending  bill, 
I  would  like  to  underline  two  objectives  to  which  the  National  Coun- 
cil of  Churches  has  been  committed  for  a  number  of  years,  namely, 
the  elimination  of  State  and  local  residence  requirements  for  public 
assistance  and  the  replacement  of  Federal  aid  for  certain  categories 
of  people  with  a  single  program  based  solely  on  need. 

There  is  no  question  in  my  mind  but  that  the  National  Council 
of  Churches  is  committed  to  the  kind  of  objectives  which  are  reflected 
in  the  bill  which  you  are  now  considering.  As  I  indicated  at  the 
beginning,  there  may  well  be  differences  of  opinions  as  to  the  best  meth- 
ods to  follow. 

Nevertheless  I  am  convinced  that  on  balance  the  member  denomina- 
tions desire  to  support  the  programs  which  are  designed  to  reduce 
dependency  and  programs  which  are  designed  to  eliminate  inequities 
and  improve  standards  of  performance  in  the  field  of  public  assistance. 

(The  information  referred  to  follows :) 

Statement  of  Richard  P.  Edgar,  Director  of  the  Department  of  Social 
Welfare,  General  Board  of  Christian  Social  Concerns,  the  Methodist 
Church 

Mr.  Chairman,  we  appreciate  the  opportunity  to  add  our  statement  along  with 
that  of  the  National  Council  of  Churches.  We  join  in  the  testimony  presented 
by  Arthur  Flemming  on  behalf  of  the  National  Council  of  Churches. 

I.  METHODIST  POLICY 

At  its  last  meeting,  the  General  Conference  of  the  Methodist  Church  said : 

"Public  programs  of  welfare  are  needed  which:  Provide  physical  necessities 
for  the  destitute;  respect  the  integrity  and  dignity  of  persons;  encourage  eco- 
nomic independence;  provide  for  services  such  as  homemaking,  birth  control, 
literacy  development,  and  cultural  opportunities ;  offer  a  maximum  of  flexibility 
to  meet  individual  needs ;  assign  to  social  workers  caseloads  which  do  not  exceed 
professional  standards." 

Upon  seeing  the  report  of  the  Advisory  Council  on  Public  Welfare,  The  Execu- 
tive Committee  of  the  General  Board  of  Christian  Social  Concerns  of  the  Meth- 
odist Church  meeting  December  1,  1966  adopted  the  following  resolution : 

"We  .  .  .  express  appreciation  for  the  work  of  the  Advisory  Council  on  Public 
Welfare  which  reported  in  June  of  1966. 

We  note  the  similarity  between  the  recommendations  of  this  Council  and  the 
action  of  the  1964  General  Conference  of  the  Methodist  Church  on  social  welfare. 

We  support  in  principle  the  recommendations  of  the  Council  and  encourage 
serious  consideration  of  these  recommendations  by  the  President  and  the  90th 
Congress  of  the  United  States. 

We  believe  action  is  needed : 

(1)  to  bring  the  amount  of  public  assistance  payments  throughout  the 
nation  up  to  a  minimum  American  standard  of  health  and  decency; 
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(2)  to  make  possible  comprehensive  public  assistance  programs  based 
upon  needs  as  the  only  relevant  eligibility  requirement ; 

(3)  to  simplify  eligibility  determination  procedures  so  that  dignity, 
privacy  and  constitutional  rights  are  protected;  and 

(4)  to  extend  the  coverage  and  liberalize  the  benefits  under  the  social 
insurance  programs,  without  jeopardizing  the  financial  integrity  of  the 
programs. 

We  urge  Methodists  to  become  familiar  with  public  welfare  issues  and  to  sup- 
port state  and  federal  legislation  needed  to  implement  the  Advisory  Council  on 
Public  "Welfare  recommendations. 

H.  PUBLIC  ASSISTANCE 

A.  Meet  full  need 

Children  growing  up  in  families  with  inadequate  income  to  meet  basic  health 
and  decency  needs  are  often  handicapped  for  life.  Yet,  only  19  of  our  states 
permit  families  receiving  Aid  to  families  with  dependent  children  to  receive 
monthly  payments  which  meet  their  standard  for  basic  needs.  This  must  be 
corrected.  We  strongly  support  Section  202  of  H.R.  5710  regarding  the  require- 
ment for  meeting  full  need  as  a  basic  first  step.  It  is  critical  to  include  the 
January  1, 1967  standard  as  a  base,  and  to  require  annual  up-dating.  We  believe 
that  some  means  of  measuring  the  adequacy  of  the  state  standard  is  also  needed. 

B.  Earnings  exemptions 

Earnings  exemptions  are  necessary  in  all  assistance  programs,  not  only  to  per- 
mit more  family  income,  but  also  to  maintain  morale.  The  recipient  who  has  all 
of  his  earnings  deducted  from  his  welfare  check  finds  the  values  of  employment 
undercut  by  the  extra  expenses  which  actually  reduce  the  amount  his  family 
has  to  live  on,  if  his  earnings  do  not  exceed  welfare  maximums.  We,  therefore, 
strongly  support  the  "Earnings  Exemptions  of  Public  Assistant  Recipients"  pro- 
posed in  Section  201  of  HR  5710.  These  should  be  required  in  State  plans. 
Adults  in  families  with  dependent  children  should  be  permitted  to  disregard 
at  least  $50  a  month  of  earned  income. 

C.  Unemployed  parents 

The  history  of  only  22  states  having  any  provision  for  aid  to  dependent 
families  with  unemployed  parents  since  this  legislation  was  adopted  over  five 
years  ago  causes  us  to  propose  that  this  program  not  only  be  made  permanent  as 
proposed  in  Section  208  of  HR  5710,  but  that  it  also  become  a  requirement  for 
all  state  plans. 

D.  Eligibility  requirements 

Unequal  eligibility  requirements  among  the  states  discriminate  against  cer- 
tain needy  people.  We  find  no  basis  for  such  a  variety  among  the  federally-aided 
assistance  programs.  We  support  legislation  which  will  require  state  plans  to 
include  only  those  eligibility  requirements  in  federal  standards. 

E.  General  assistance 

While  we  favor  a  complete  revision  of  the  public  assistance  system  along  the 
lines  of  the  Advisory  Council  report,  we  urge  serious  consideration  of  Federal 
support  of  General  Assistance  programs  in  the  interim.  These  programs  vary 
widely  and  are  usually  completely  inadequate.  Federal  support  would  assist 
states  in  the  burden  of  this  program  and  would  lift  the  standards. 

F.  Financing 

We  do  not  have  the  competence  to  calculate  the  cost  of  fully  implementing  the 
above  proposals  along  with  those  included  in  the  National  Council  of  Churches 
testimony,  but  feel  that  we  cannot  afford  to  allow  the  human  deprivation  to 
continue.  Therefore,  we  urge  the  committee  to  provide  the  funds  necessary  to 
implement  these  minimum  steps  toward  a  more  adequate  public  assistance  pro- 
gram. 

III.  OLD  AGE,  SURVIVORS,  DISABILITY  INSURANCE 

We  feel  there  is  need  for  the  committee  to  define  the  objectives  of  this  pro- 
gram. We  believe  this  program  respects  the  dignity  of  individuals  more  ade- 
quately than  any  program  with  a  means  test.  We  therefore  support  the  exten- 
sion of  coverage  and  liberalizing  of  benefits  in  the  OASDI  program. 
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A.  General  revenue  contribution 

The  financial  integrity  of  this  program  can  be  best  protected  through  the  ex- 
pansion of  the  principle  of  a  General  Revenue  contribution  to  the  trust  funds 
to  compensate  for  benefits  not  covered  by  contributions  of  workers  and  employ- 
ers. This  principle  was  established  by  the  Congress  in  the  case  of  certain  per- 
sons over  age  72  receiving  benefits.  We  noted  with  interest  page  8  of  the  June, 
1966  issue  of  the  Social  Security  Bulletin  in  which  Commissioner  Ball  makes 
the  case  for  a  General  Revenue  contribution.  We  do  not  believe  future  gen- 
erations of  covered  workers  should  get  protection  that  is  worth  less  than  the 
combined  employer-employee  contributions  with  respect  to  their  earnings  be- 
cause some  part  of  these  combined  earnings  must  go  to  meet  part  of  the  cost  of 
paying  full  benefits  in  the  early  years  of  the  programs.  The  addition  of  a  Gen- 
eral Revenue  contribution  to  take  care  of  the  entire  one-third  of  costs  attributed 
to  "Accrued  liability"  along  with  an  increase  in  the  wage  base  would  permit 
much  more  room  for  the  committee  to  provide  adequate  benefits. 

B.  Duration-of-marriage  for  divorced  wives 

Finally,  we  support  the  lowering  of  the  duration-of -marriage  requirement  for 
divorced  wives  from  the  present  twenty  to  ten  years.  This  conforms  to  the 
ten  years  that  a  worker  must  be  covered  for  full  benefits  and  we  believe  his 
wife  who  chooses  not  to  work,  should  also  receive  a  benefit  if  divorced,  follow- 
ing the  qualifications  enacted  by  the  Congress  in  1965  which  require  her  to  be 
receiving  substantial  support  for  a  former  husband  at  the  time  of  reaching  age 
62  in  order  to  qualify  for  benefits  from  his  wage  record. 

Thank  you  for  this  opportunity  to  present  testimony.  We  appreciate  the  work 
this  committee  does  on  a  difficult  but  very  important  task  of  meeting  human 
need  through  the  up-dating  of  the  Social  Security  Act. 


Statement  of  Council  for  Christian  Social  Action  of  the 
United  Church  of  Christ 

The  Council  for  Christian  Social  Action  is  an  instrumentality  of  the  United 
Church  of  Christ.  Its  twenty-seven  members  are  elected  by  the  General  Synod 
of  this  Church  to  study  and  make  recommendations  on  issues  of  social  justice 
and  the  common  welfare.  While  the  Council  is  here  speaking  on  its  own  respon- 
sibility and  does  not  necessarily  commit  any  of  the  two  million  members  of  the 
denomination  except  by  his  own  consent,  it  does  so  under  the  mandate  of  the 
General  Synod  of  the  United  Church  of  Christ  which  in  1959  called  upon  its 
local  congregations  and  their  members  to  pray  and  work — 

"for  economic  institutions  and  practices  which  provide  meaningful  work, 
serve  human  ends,  eliminate  blighting  poverty,  prevent  unemployment  and 
harmful  inflation,  and  bring  about  more  equitable  sharing  in  the  goods  and 
services  which  our  productivity  makes  possible ; . . . 

for  the  support  and  expansion  of  necessary  public  services  such  as  .  .  . 
health  programs ;  .  . . 

for  the  provision  of  adequate  social  services  for  special  groups  such  as 
the  young,  the  aging,  the  handicapped,  the  mentally  ill,  and  the  victims  of 
alcohol  and  drugs ..." 
The  Council  for  Christian  Social  Action  has  issued  educational  materials, 
conducted  seminars  and  consultations,  and  initiated  or  supported  local  action 
in  many  of  these  areas.   It  has  also  adopted  policy  statements  having  a  bearing 
on  the  improvement  of  our  social  insurance  and  public  welfare  systems.    In  a 
statement  on  "Overcoming  Poverty,"  adopted  by  the  Council  in  February  1965, 
we  pointed  out  that  the  effort  to  eliminate  poverty  will  require  the  full  coopera- 
tion of  the  private  business  sector,  the  government,  and  the  voluntary  agencies, 
including  the  churches.  We  then  stated  that : 

"These  groups  need  to  understand  each  other's  functions,  directing  their 
programs  and  services  toward  the  well-being  of  the  whole  person  and  the 
whole  family  so  that  all  may  enjoy  as  their  right  the  essentials  for  the 
good  life  and  share  the  resources  of  this  good  land  which  God  makes  pos- 
sible." 
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We  then  indicated  twelve  areas  in  which  action  is  required.  Two  of  these 
are  especially  pertinent  to  the  legislation  now  under  consideration  by  this  Com- 
mittee : 

"5.  To  prevent  the  poverty  and  hardship  which  today  are  occasioned  or 
aggravated  by  unemployment,  under-employment,  accident,  illness,  and 
disaster,  provision  should  be  made  for  adequate  and  inclusive  programs  of 
social  insurance  to  provide  for  human  needs  and  to  maintain  income  during 
these  emergencies  . . . 

6.  To  prevent  the  poverty  which  exists  where  no  member  of  the  family 
unit  is  employable — particularly  the  aged,  families  without  fathers,  and 
families  in  which  the  father  is  disabled  or  unemployed — and  adequate  in- 
come and  essential  services  must  be  assured  not  only  through  social  security, 
private  or  group  pensions,  and  public  assistance,  but  also  through  public 
policies  that  make  decent  family  life,  housing,  medical  care,  healtH  services, 
and  educational  opportunities  possible  for  all" 
While  these  statements  antedate  the  presently  contemplated  legislation,  the 

Council  clearly  sets  forth  four  criteria  for  evaluating  proposed  changes  in  social 

security  and  public  welfare  provisions : 

(1)  One  is  the  principle  of  universality.  The  policy  statement  we  have  quoted 
calls  for  action  "so  that  all  may  enjoy  .  .  .  the  essentials  for  the  good  life" 
(italic  added).  On  other  occasions  we  have  protested  the  exclusion  of  certain 
groups,  such  as  agricultural  workers,  from  certain  health  and  welfare  services 
or  benefits — whether  through  discriminatory  legislation  or  administrative  short- 
comings at  state  or  federal  levels.  There  is  no  reason  why  public  assistance 
should  not  be  available  to  everyone  in  the  population. 

(2)  A  second  principle  is  that  need  be  the  basic  criterion.  The  Council  be- 
lieves that  all  should  enjoy  as  their  right  "the  essentials  for  the  good  life."  In 
our  interdependent  society  where  mobility  is  essential  to  the  efficiency  of  the 
economy  as  a  whole  as  well  as  to  the  individual's  freedom,  residence  require- 
ments, no  longer  have  any  place.  Still  less  do  humiliating  requirements,  still 
extant  in  some  states  and  local  jurisdictions,  limiting  public  assistance  to  fam- 
ilies in  which  there  is  no  father,  or  excluding  women  with  children  born  out 
of  wedlock  from  assistance.  The  Council  has  spoken  specifically  and  sharply 
to  this  point  in  the  sentences  immediately  following  the  passage  already  quoted : 

"State  laws  and  local  welfare  administrators  sometimes  require  that  the 
father  must  have  left  his  wife  and  children  as  a  condition  of  their  receiving 
assistance.  .Sometimes  the  supposed  'worthiness'  of  the  recipient  rather 
than  his  need  is  made  the  criterion  of  such  assistance.  Even  in  cases  where 
indigence  is  related  to  personal  delinquency,  rehabilitation,  rather  than 
retribution,  should  be  the  aim  if  we  are  to  break  the  chain  of  poverty  which 
extends  from  one  generation  to  the  next." 

(3)  A  third  criterion  is  adequacy.  Whatever  may  have  been  the  case  in  more 
straitened  times,  in  the  present  affluence  which  our  counrty  enjoys  there  is  no 
excuse  to  deal  penuriously  with  those  residents  of  our  land  who  have  not  been 
able  to  secure  adequate  incomes  or  amass  abundant  savings.  Nor  is  it  right  to 
deprive  their  children  in  an  age  that  requires  increasingly  skilled  workers  by 
denying  them  the  financial  prerequisites  for  education,  vocational  training,  and 
full  participation  in  the  common  life.  Our  economic  and  social  policies  need 
to  be  directed  "toward  the  well-being  of  the  whole  person  and  the  whole  family 
so  that  all  may  enjoy  as  their  right  the  essentials  for  the  good  life  and  share 
the  resources  of  this  good  land  which  God  makes  possible." 

(4)  The  fourth  criterion  is  contained  in  that  word  right.  If,  as  we  believe, 
it  is  God  who  makes  our  resources  possible  and  we  are  intended  to  share  them, 
it  ill  behooves  any  of  us  to  assume  that  out  of  our  goodness  and  generosity  we 
may  choose  whether  or  not  a  little  of  this  bounty  goes  to  those  among  the  un- 
fortunate whom  we  choose  to  favor  or  who  meet  some  arbitrary  criterion  we 
set  up.  Of  course,  there  need  to  be  legislative  codes  and  administrative  guide- 
lines, and  these  need  to  be  reviewed  from  time  to  time.  Nevertheless,  the  shift 
from  the  poorhouse  to  social  security  has  symbolized  an  important  advance  in 
respect  for  human  dignity.  Even  so,  we  need  to  insist  that  the  aid,  given  those 
for  whom  wages  and  social  insurance  either  do  not  exist  or  do  not  suffice,  is 
support  to  which  they  are  entitled  as  joint  heirs  in  a  heritage  for  which  no 
individual  or  group  can  take  sole  credit. 
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The  Council  for  Christian  Social  Action,  therefore,  welcomes  the  proposals 
of  the  President,  and  legislation  of  similar  tenor  introduced  into  the  Senate  by 
Senator  Robert  F.  Kennedy,  calling  for  amendments  to  the  Social  Security  Act. 
We  express  the  hope  that  the  Congress  will  see  fit  to  take  at  least  these  steps 
in  the  direction  of  more  universal  coverage,  elimination  of  criteria  that  obscure 
or  deny  the  paramount  concern  of  need,  more  nearly  adequate  provision,  and 
recognition  of  the  right  to  a  decent  standard  of  living. 

Specifically  in  the  proposed  bill,  H.R.  5710,  we  call  attention  to  the  following 
items : 

(1)  In  Title  I,  we  support  increases  in  social  security  payments  of  at  least 
15%  (Sec.  101),  with  a  minimum  proposed  benefit  of  $100  after  25  years  of 
coverage  (Sec.  102). 

(2)  Incentives  to  work  and  opportunity  for  economic  improvement  are 
afforded  by  provisions  increasing  the  amount  a  social  security  beneficiary  could 
earn  without  reducing  his  social  security  benefits  (Sec.  106)  and  making  it 
mandatory  for  states  to  exempt  earnings  for  the  aged  and  disabled  and  permit- 
ting an  exemption  of  $50  per  person  or  $150  for  a  family  on  public  assistance 
(Title  II,  Sec.  201). 

(3)  We  applaud  the  proposed  elimination  of  discrimination  against  members 
and  employees  of  certain  organizations  and  persons  convicted  of  certain  offenses, 
presently  deprived  of  social  security  benefits,  as  a  step  toward  universal  coverage 
( Sec.  110 ) .  The  reduction  of  the  time  and  cash  wage  tests  for  agricultural  work- 
ers also  would  reduce  discrimination  against  another  unfairly  treated  group 
(Sec.  115). 

(4)  Title  II  includes  a  highly  significant  measure  (Sec.  202),  which  would 
require  all  states  to  meet  the  full  need  of  eligible  individuals  as  determined  under 
its  own  standards.  It  is  surely  an  anomaly  of  current  practice  that,  after  deter- 
mining the  minimum  required  to  maintain  a  family,  33  states  then  allow  that 
family  only  a  percentage  of  this  minimum  amount.  As  your  committee's  report 
shows  in  the  case  of  Mississippi,  this  may  be  as  low  as  28.5%  or  the  cash  sum 
of  $50  for  a  family  of  five.  The  proposal  that  standard  shall  be  reviewed  annu- 
ally and  that  the  Secretary  of  Health,  Education,  and  Welfare  may  require  it  to 
be  updated  is  salutary.  We  do  not  necessarily  agree,  however,  that  medical 
assistance  payments  under  Title  XIX  of  the  Social  Security  Act  as  amended, 
should  be  determined  or  limited  by  reference  to  a  state's  standards  of  cash 
assistance  (as  provided  in  Sections  235-237). 

(5)  We  also  support  the  proposal  (Sec.  204)  to  take  more  Federal  funds  avail- 
able for  work  and  training  programs  for  persons  who  are  receiving  aid  to  fami- 
lies with  dependent  children.  We  have  had  some  occasion  to  note  the  social  and 
economic  benefits  of  similar  programs  administered  under  the  Economic  Oppor- 
tunity Act.  While  there  have  been  numerous  legitimate  complaints  of  ill-con- 
ceived projects  and  faulty  operation,  the  basic  idea  is  sound  and  merits  expanded 
implementation  in  the  light  of  the  best  job  training  experience. 

(6)  Because  of  the  crucial  importance  of  preventive  and  remedial  services, 
we  welcome  measures  to  provide  Federal  funding  for  employing  and  training 
child  welfare  personnel  (Title  II,  Sec.  235),  for  expanding  child  health  services 
in  low  income  areas  (Title  III),  and  for  expansion  or  improvement  of  graduate 
and  undergraduate  training  programs  in  the  field  of  social  work  (Title  IV, 
Sec.  401). 

We,  therefore,  concur  with  the  major  provisions  of  H.R.  5710  insofar  as  they 
go.  At  the  same  time,  we  would  express  the  hope  that  some  of  the  excellent 
recommendations  of  the  Report  of  the  Advisory  Council  on  Public  Welfare, 
submitted  to  the  Secretary  of  Health,  Education,  and  Welfare  on  June  29,  1966 
might  be  embodied  in  this  legislation. 

For  example,  the  Act  might  well  be  broadened  to  authorize  the  establishment 
of  a  national  minimum  standard  for  public  assistance  below  which  no  state  may 
fall.  Title  II  of  H.R.  5710  moves  in  this  direction  by  requiring  the  state  to  fulfill 
100%  of  its  estimated  family  need,  but  there  is  the  alarming  possibility  that, 
instead  of  upgrading  their  performance,  states  dominated  by  less  enlightened 
leaders  may  downgrade  their  standards  to  what  they  are  prepared  to  pay. 
Regional  variations  in  living  costs  might  be  taken  care  of  by  adding  to,  rather 
than  taking  from  the  national  minimum.  Since  the  preponderance  of  funding  is 
Federal,  the  Federal  power  should  be  exerted  to  assure  equity  throughout  the 
land. 

The  other  recommendation  which  is  in  line  with  our  estimate  of  wise  policy 
is  that  we  move  toward  a  nationwide  comprehensive  program  of  public  assist- 
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ance  based  upon  the  single  criterion  of  need.  Under  existing  state  and  federal 
laws,  there  are  large  groups  who  are  not  being  helped.  The  state  of  Kentucky, 
for  example,  has  no  general  assistance  program.  Work  Experience  and  Train- 
ing Programs  under  Title  V  of  the  Economic  Opportunity  Act,  operating  in 
only  19  of  the  state's  poorest  counties,  have  brought  parents  hope,  given  chil- 
dren the  chance  to  stay  in  school,  and  kept  whole  communities  from  going  under. 
When  this  program  was  threatened  by  reduced  funding,  many  families — which 
did  not  qualify  under  programs  for  the  blind,  the  permanently  and  totally  dis- 
abled, etc. — had  nothing  to  fall  back  on.  In  only  two  counties  in  that  state 
is  general  assistance  available.  Many  states  reduce  their  financial  liabilities  by 
requiring  residence  within  the  state  for  one  or  more  years.  Unjustifiable  incon- 
sistencies exist  among  the  states  and  within  states  as  among  various  categories— 
the  aged,  the  blind,  the  disabled,  etc.  Justice  as  well  as  efficiency  would  indi- 
cate that  we  should  progress  toward  a  simplified,  comprehensive,  national 
program  of  public  assistance  to  supplement  the  various  forms  of  social  insurance 
where  these  are  inapplicable  or  insufficient. 

We  are  aware  that  the  Congress  will  hear  voices  declaring  that  we  cannot 
afford  to  take  the  steps  proposed  in  the  Amendments  before  you  and  in  the  rec- 
ommendations we  have  offered.  These  measures  will  be  condemned  as  too  cost- 
ly— or  capable  of  being  deferred  until  we  no  longer  need  to  bear  the  grievous 
burdens  of  war.  Our  agency,  however  does  not  believe  that  this  nation  must 
or  can  choose  between  seeking  the  way  to  a  just  peace  and  waging  the  war 
against  poverty  and  related  problems  at  home.  We  cannot  afford  to  neglect  or 
delay. 

In  July,  1966,  the  Council  for  Christian  Social  Action  said: 

"Our  domestic  society  cannot  stand  the  debilitating  effect  of  prolonged 
destitution  and  unemployment,  the  bitter  frustration  which  leads  to  a  Watts 
riot,  the  sense  of  helplessness  which  imprisons  many  dwellers  in  Appalachia, 
or  the  inferior  education  and  training  which  lower  the  quality  of  our  com- 
mon life.   To  develop  our  human  resources  does  not  diminish  but  rather  en- 
hances our  national  well-being." 
We  recognized  that  inflation  is  possible  when  basic  necessities,  luxury  goods, 
international  development,  and  armaments  compete  for  available  resources — 
and  that  such  inflation  is  especially  harmful  to  the  poor.  But  our  statement  con- 
tinued : 

"The  possibility  of  inflation,  however,  should  not  deter  us  from  moving 
ahead  with  the  anti-poverty  programs  and  services  which  are  needed  on  the 
domestic  front.  Additional  taxes  may  well  be  required  to  finance  these 
and  to  avoid  inflation.  If  this  is  so,  these  taxes  should  fall  on  those  most 
able  to  pay  rather  than  on  those  who  need  all  of  their  income  for  the  neces- 
sities of  life.  We  hereby  affirm  our  own  readiness  to  make  any  sacrifice 
and  to  accept  higher  taxes  if  necessary  to  make  it  possible  for  men  every- 
where to  enjoy  a  life  that  is  both  human  and  good.  We  believe  that  our 
fellow  citizens  can  and  should  make  this  same  choice." 
We  trust  that  this  Committee  and  the  Congress  will  agree ! 

The  Chairman.  Mr.  Flemming,  there  are  attached  to  your  state- 
ment two  pronouncements  of  your  group.  I  assume  you  would  like  to 
have  those  in  the  record  also. 

Mr.  Flemming.  I  would  appreciate  it  very  much. 

The  Chairman.  Without  objection,  they  will  be  included  at  this 
point  in  the  record. 

(The  information  referred  to  follows :) 

A  Pronouncement — A  Policy  Statement  of  the  National  Council  of  the 
Churches  of  Christ  in  the  United  States  of  America 

the  churches'  concern  for  public  assistance 

(Adopted  by  The  General  Board,  June  4, 1958) 

During  any  one  month,  more  than  5,000,000  men,  women,  and  children  in  the 
United  States  are  dependent  in  whole  or  in  part  for  their  livelihood  on  the 
programs  of  public  assistance :  Old  Age  Assistance,  Aid  to  Dependent  Children, 
Aid  to  the  Blind,  Aid  to  the  Disabled,  and  general  assistance.  These  programs 
represent  an  effort  of  a  society  informed  by  the  Judeo-Christian  tradition  to  in- 
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sure  that  everyone  in  that  society  shall  live  at  a  standard  compatible  with  de- 
cency and  health  without  regard  to  race,  color,  or  religion. 

The  National  Council  of  Churches  affirms  that  the  use  of  social  insurance 
as  exemplified  by  Old  Age,  Survivors  and  Disability  Insurance  is  to  be  preferred 
to  economic  dependence  upon  the  public  assistance  programs.  However,  it  wishes 
to  call  to  the  attention  of  the  churches  the  needs,  spiritual  and  social,  as  well 
as  economic,  of  the  large  numbers  of  people  who  must  depend  on  public  assist- 
ance. It  believes  the  churches  have  grave  responsibility  for  the  well-being  of 
the  people  who  depend  on  these  programs. 

The  primary  objective  of  public  assistance  programs  is  to  furnish  monetary 
assistance  to  persons  in  accordance  with  the  determined  degree  of  their  eco- 
nomic need.  Through  grants-in-aid  the  Federal  government  contributes  the 
major  portion  of  the  cost  of  these  programs,  except  for  general  assistance  pro- 
grams which  (where  they  exist)  are  maintained  by  state  and  local  governments. 

Recent  years  have  seen  many  improvements  in  the  administration  of  public 
assistance  programs  and  the  extent  to  which  they  meet  the  needs  of  people. 
However,  serious  deficiencies  exist  in  many  states  and  communities  and  demean 
the  people  who  must  depend  on  these  programs  for  the  physical  necessities  of 
life.  Many  people  who  are  ineligible  for  the  federally  aided  programs  do  not 
have  their  needs  met  in  some  states,  even  on  a  minimal  level.  In  most  states 
residence  requirements,  archaic  in  present-day  mobile  America,  prevent  or  modify 
the  way  in  which  people  can  be  assisted  by  all  these  programs.  Some  states  con- 
tinue to  impose  citizenship  requirements  which  are  often  more  damaging  in  their 
consequences.  The  National  Council  of  Churches  believes  that  such  requirements 
which  serve  to  penalize  people  in  need  should  be  eliminated. 

The  fact  that  general  assistance  programs  usually  have  lower  standards  than 
federally  aided  programs  serves  to  introduce  inequities  that  cannot  be  defended 
by  thoughtful  Christians.  These  lower  standards  of  help  for  those  who  cannot 
qualify  for  the  federally  aided  programs  by  reason  of  age,  residence,  or  degree 
or  kind  of  physical  impairment,  compel  tens  of  thousands  of  people  to  exist  at 
a  standard  below  that  of  decency  and  health. 

For  the  people  dependent  on  all  of  these  programs  there  is  universal  need  for 
an  improvement  in  the  standards  of  assistance  so  that  health  and  decency  may  be 
maintained.  The  churches  have  a  vital  role  to  play  in  raising  these  standards, 
and  churches  need  to  work  for  the  elimination  of  all  inequitable  and  punitive 
policies.  It  is  also  a  responsibility  of  the  churches  to  be  concerned  with  the  way 
public  assistance  programs  are  administered,  and  to  advocate  programs  which 
will  make  available  to  needy  people  the  whole  range  of  services  which  may  help 
them  become  self-supporting  and  self-respecting  persons.  Considerations  of  race, 
religion,  and  family  mores  should  not  be  factors  in  determining  eligibility  for 
public  assistance. 

In  order  to  meet  these  responsibilities  certain  activities  are  suggested.  Local 
churches  should  become  vitally  concerned  with  the  administration  of  public 
assistance  programs  in  their  communities  and  at  other  governmental  levels.  They 
should  work  to  the  end  that  all  these  programs  have  available  for  their  adminis- 
tration personnel  adequately  trained  to  meet  the  variety  of  needs  which  the  re- 
cipients of  public  assistance  will  have.  The  churches  should  recruit  Christian 
young  people  to  work  in  these  public  programs,  as  well  as  in  church-related 
programs. 

The  churches  should  seek  to  make  certain  that  standards  of  the  general  as- 
sistance programs  are  comparable  to  the  federally  aided  programs.  They  should, 
to  this  end,  support  federal  aid  for  the  general  assistance  programs.  Further, 
all  churches  should  seek  improvement  of  all  these  programs  so  that  assistance  and 
services  will  be  in  such  amount  and  so  administered  that  recipients  are  offered 
the  opportunity  for  decent  healthful  living  and  opportunity  to  develop  to  the 
maximum  their  capacities  for  service  to  God  and  fellowmen. 

The  constituent  churches  of  the  National  Council  are  giving  increased  atten- 
tion to  the  adequacy  of  church-related  programs  of  health  and  welfare.  How- 
ever, the  churches'  concern  for  needy  people  should  not  end  here.  All  people 
who  are  economically  deprived  should  be  able  to  depend  on  equitable  and  helpful 
programs  of  public  assistance,  but  basic  economic  security  must  also  be  strength- 
ened so  that  the  need  for  public  assistance  may  be  minimized. 

This  does  not  end  the  responsibility  of  the  churches.  Even  if  all  the  public- 
assistance  programs  were  adequate  and  equitable,  there  would  remain  substantial 
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responsibilities  which  the  churches  should  seek  to  discharge.  The  people  who 
receive  public  assistance  benefits  ordinarily  have  special  needs  in  addition  to  that 
of  money.  The  aged  or  blind  person,  the  dependent  child,  the  disabled  or  de- 
pendent adult  are  in  need  of  a  multitude  of  spiritual  and  social  services  at  the 
community  level,  many  of  which  only  the  local  church  can  supply.  We  call  upon 
our  churches  to  encourage  all  people  to  grow  in  personal,  family,  and  social  re- 
sponsibility, to  help  them  find  increasing  faith  in  God  and  in  His  love  for  all  men, 
and  to  minister  especially  to  disadvantaged  people  both  in  the  churches  and  in  the 
larger  community. 

64  for,  3  against,  1  abstention. 


A  Pronouncement — A  Policy  Statement  of  the  National  Council  of  the 
Churches  of  Christ  in  the  United  States  of  America 

the  churches  concern  for  people  without  the  necessities  of  life 

(Adopted  by  the  General  Assembly,  Dec.  8, 196|0) 

Whereas  at  least  five  million  people  in  the  United  States  are  dependent  each 
month  upon  public  assistance  for  the  necessities  of  life, 
Be  it  resolved : 

That  the  churches  be  urged  to  work  for  availability  of  adequate  public  assist- 
ance for  all  needy  people;  the  elimination  of  state  and  local  residence  require- 
ments for  public  assistance ;  and  the  replacement  of  Federal  aid  for  certain  cate- 
gories of  people  by  a  single  program  based  solely  upon  need,  and 

That  the  Aid  to  Dependent  Children  be  modified  immediately : 

(1)  To  prevent  discrimination  against  children  because  of  the  circum- 
stances of  their  birth  and 

(2)  To  eliminate  the  requirement  that  employable  fathers  be  absent  as  a 
condition  of  eligibility. 

342  for,  15  against,  12  abstentions. 

The  Chairman.  Mr.  Flemming,  we  appreciate  very  much  your 
coming  to  the  committee  and  giving  us  the  thinking  of  the  National 
Council  of  Churches  of  Christ  in  the  U.S.A.  and  we  are  pleased  to 
have  you  back  here  after  an  absence  of  some  few  months.  You  have 
always  been  helpful  to  us  in  the  past  and  you  are  helpful  today. 

Mr.  Flemming.  Thank  you,  sir. 

The  Chairman.  Let  me  ask  you  a  question.  Some  days  ago  we  had 

Dr.  Franklin  Clark  Fry,  whom  you  know  I  assume  

Mr.  Flemming.  Very  well. 

The  Chairman  (continuing).  Before  the  committee.  He  sug- 
gested to  us  in  his  appearance  that  ministers  should  be  automatically 
covered  under  the  social  security  program  on  a  self-employment  basis 
with  an  option  or  an  election  to  remain  out  of  the  program  if  they 
conscientiously  opposed  coverage  on  religious  grounds. 

Has  your  group  taken  any  position  on  this  matter? 

Mr.  Flemming.  The  general  board  of  the  national  council  has  not 
taken  any  position  on  it,  but  I  believe  that  the  position  that  Dr.  Fry 
set  forth  in  his  testimony  before  this  committee  is  a  position  which 
would  be  endorsed  by  the  general  board. 

Personally,  I  think  it  is  a  good  proposal.  I  of  course  had  the  ex- 
perience of  appearing  before  the  committee  at  various  times  when  pro- 
posals were  made  to  extend  the  time  under  which  ministers  could 
qualify  under  social  security. 

It  seems  to  me  the  approach  that  is  outlined  in  this  other  bill  which 
is  pending  before  the  commitee  constitutes  a  good  way  of  handling 
what  has  proved  to  be  a  somewhat  difficult  problem  for  the  committee. 
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I  would  personally  be  happy  to  endorse  it  and  express  the  opinion  that 
in  all  probability  the  general  board  of  the  national  council  would  also 
go  along  with  that  approach. 

The  Chairman.  Does  your  general  board  meet  any  time  in  the  im- 
mediate future  ? 

Mr.  Flemming.  No,  we  don't  have  a  meeting  again  until  June,  but  at 
that  time  we  undoubtedly  will  take  a  look  at  the  proposal. 
The  Chairman.  Are  there  further  questions  ? 

Mr.  Ullman.  Mr.  Chairman,  I  would  like  to  take  this  occasion  to 
welcome  Dr.  Flemming  here  before  the  committee.  He  is  a  resident  of 
my  State.  He  contributes  greatly  to  the  intellectual  and  moral  life  of 
our  community.  We  appreciate  very  much  having  you  here,  sir. 

Mr.  Flemming.  Thank  you  very  much,  Congressman,  I  appreciate 

it. 

Mr.  Betts.  Mr.  Chairman. 
The  Chairman.  Mr.  Betts. 

Mr.  Betts.  Iwould  just  like  to  comment  before  he  went  to  Oregon 
he  had  duties  in  Ohio  in  my  congressional  district.  I  am  glad  to  see  you 
back  again. 

Mr.  Flemming.  Thank  you  very  much. 

The  Chairman.  The  reputation  that  you  had  while  you  were  here  in 
Washington  I  see  is  still  good  in  the  State  of  Oregon  and  before  that 
was  good  in  the  State  of  Ohio.  You  contributed  materially  to  us  while 
you  were  here. 

Mr.  Flemming.  Thank  you  very  much,  Mr.  Chairman. 

The  Chairman.  Mr.  Curtis. 

Mr.  Curtis.  Mr.  Secretary,  or  I  should  say,  Mr.  Ex-Secretary,  I  am 
always  glad  to  see  you  here.  I  had  two  specific  questions  that  you 
might  throw  light  on. 

On  page  7  you  talk  about  the  elimination  of  State  and  local  residence 
requirements.  The  other  approach  of  course  is  the  further  develop- 
ment of  the  reciprocal  agreements  between  the  States.  I  had  always 
felt  that  that  was  probably  a  better  way  of  doing  it.  Most  States  have 
reciprocal  agreements  with  each  other  on  this,  have  they  not  ? 

Mr.  Flemming.  I  think  that  is  right  and  I  agree  with  you.  I  mean 
I  have  certainly  favored  this  approach. 

However,  I  was  encouraged  when  in  the  consideration  of  what  we 
have  referred  to  and  know  as  the  Kerr-Mills  amendments  we  decided 
not  to  have  a  residence  requirement.  I  recall  that  happened  when  I  was 
working  with  the  committee  in  1960,  and  I  think  the  quicker  this  can  be 
eliminated  as  a  factor  in  determining  whether  or  not  persons  are  going 
to  receive  public  assistance,  the  better  it  will  be  for  the  country. 

I  think  I  probably  would  like  to  press  a  both-and  approach,  Con- 
gressman Curtis. 

Mr.  Curtis.  I  don't  look  at  it  as  they  are  not  receiving  it.  I  look 
at  it  as  a  method  of  accounting  between  two  States.  Yesterday  we 
had  the  witness  from  Essex  County,  N. J.,  pointing  out  the  big  problem 
they  had  of  what  looked  like  an  influx  of  people  migrating  from  other 
States,  and  I  asked  him  what  about  the  agreements  that  New  Jersey 
might  have. 

Well,  I  don't  know,  maybe  the  problem  is  that  these  agreements 
aren't  all  that  we  thought  they  might  be  or  I  thought  they  might  be. 
That  is  why  I  raised  the  question. 
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Mr.  Flemming.  I  would  certainly  be  interested  in  seeing  an  analysis 
from  HEW  as  to  the  present  status. 

Mr.  Curtis.  I  would  too  and  we  haven't  that  data  and  I  think  I 
requested  it,  but  if  I  haven't  I  do  want  to  get  it. 

One  other  thing.  I  may  be  quibbling  with  you  on  semantics,  because 
I  think  this  is  one  of  the  key  points.   On  page  3  you  refer  to  

This  tax  increase,  however,  should  be  looked  upon  as  an  investment  which  will 
pay  dividends  *  *  * 

The  whole  point,  as  I  see  it,  at  issue,  at  least  as  far  as  the  OASDI 
part  of  the  recommendations  is  concerned,  is  involved  in  the  relation- 
ship of  the  public  program  vis-a-vis  the  private  programs — the  public 
is  the  base  on  which  we  are  building  private  ones — and  the  fact  that 
our  public  program  is  now  recognized  as  not  being  an  investment,  but 
really  pay  as  you  go. 

The  social  security  trust  fund  is  a  contingent  fund.  It  isn't  to  be 
relied  upon  for  earnings,  while  your  private  programs  are  based  upon 
a  savings  and  investment  concept,  and  the  reason,  I  would  argue,  that 
it  is  advantageous  to  the  extent  we  can  to  make  retirement  programs 
true  saving  programs,  both  from  the  standpoint  of  generating  savings 
within  the  society,  but  also  from  the  standpoint  of  being  able  to  pay 
more  benefits  to  the  recipients  than  a  pay-as-you-go  basis  such  as  I 
think  the  social  security  system  has  become,  can. 

Would  you  care  to  comment  on  that,  or  am  I  just  picking  at  some 
semantics  that  you  use? 

Mr.  Flemming.  Well,  I  use  the  word  "investment"  I  think  in  a  little 
broader  sense  than  you  have  indicated,  but  I  recognize  the  issue  that 
you  have  identified.  As  I  have  followed  the  hearings  that  the  com- 
mittee has  been  holding  on  these  proposals ;  I  also  recognize  that  we 
are  approaching  a  significant  crossroads  as  far  as  the  whole  financing 
matter  is  concerned. 

As  I  have  thought  about  that  and  realized  that  it  is  difficult  to  deal 
with  it  in  kind  of  a  piecemeal  fashion,  I  have  wondered  if  the  time 
hasn't  arrived  when,  maybe  a  year  or  2  years,  maybe  now,  it  would 
be  profitable  if  the  Congress  authorized  the  establishment  of  a  com- 
mission constituted  in  somewhat  the  same  way  as  the  Hoover  Commis- 
sion was  constituted  to  look  down  the  road  for  a  period  of  20  or  25 
years  on  this  whole  question  of  the  financing  of  programs  of  this  kind 
and  to  make  recommendations  to  the  Congress. 

I  have  noted  the  testimony  that  some  witnesses  have  advanced 
relative  to  the  fact  that  we  are  getting  near  the  time  when  we  should 
draw  on  general  revenues  to  support  portions  of  the  program.  I  have 
always  found  it  difficult  to  react  to  suggestions  of  this  kind  just 
by  themselves  in  relation  to  specific  proposals,  and  I  just  have  the 
feeling  that  as  a  nation  it  would  be  wise  to  ask  a  group  set  up  in  the 
way  the  Hoover  Commission  was  set  up  to  look  down  the  road  and 
make  recommendations  to  the  Congress  on  long-term  financing. 

Mr.  Curtis.  I  certainly  personally  welcome  that  suggestion.  I 
think  we  need  to  do  it.  We  have  the  payroll  tax,  the  Federal  income 
tax,  but  then  we  have  also  the  private  sector  and,  incidentally,  this 
committee  of  course  in  a  large  way  has  jurisdiction  over  the  private 
pension  plans  because  we  do  give  a  tax  benefit  for  the  establishment 
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of  these  pension  plans  and,  therefore,  we  have  something  to  say  about 
their  structure. 

Mr.  Flemming.  That  is  right. 

Mr.  Curtis.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Watts. 

Mr.  Watts.  Mr.  Flemming,  it  has  been  called  to  our  attention — it 
has  been  called  to  mine  a  number  of  times — in  view  of  the  fact  that 
there  is  a  difference  between  the  public  assistance  of  one  State  and 
another  State,  that,  as  Mr.  Curtis  said  a  few  minutes  ago,  it  has 
perhaps  caused  some  influx  of  people  into  a  State  with  a  higher  stand- 
ard. I  have  no  reason  to  question  the  desirability  of  allowing  a  per- 
son to  move  anywhere  he  wants  to  and  draw  public  assistance.  That 
is  proper. 

But  I  was  wondering  if  any  thought  has  ever  been  given — I  don't 
think  this  committee  has — to  the  idea  of  having  the  State  to  which 
he  moves  continue  the  public  assistance  at  the  same  rate  as  the  State 
that  he  moved  from  for  a  certain  period  of  time  in  order  to  discourage 
the  idea  of  moving  solely  for  public  assistance  purposes. 

Mr.  Flemming.  I  don't  know  that  that  has  been  looked  at  as  an 
alternative  or  studied  as  an  alternative.  I  can  see  under  certain  cir- 
cumstances some  resistance  on  the  part  of  the  State  to  which  the  per- 
son may  move,  depending  of  course  on  what  their  standard  of  as- 
sistance might  be,  particularly  if  it  is  a  fairly  low  standard  of 
assistance. 

Mr.  Watts.  Nobody  wants  to  encourage  moving  solely  for  the  pur- 
pose of  getting  a  higher  public  assistance  benefit  . 
Mr.  Flemming.  That  is  right. 

Mr.  Watts.  I  just  thought  that  maybe  if  the  State  they  moved  to 
had  the  right  under  their  law  to  grant  public  assistance  to  those  people 
for  a  certain  limited  period  of  time  on  the  same  basis  as  they  had  been 
receiving  it  in  the  State  from  which  they  moved  it  might  be  a  little 
bit  of  a  discouragement  to  moving. 

Mr.  Flemming.  Of  course  your  question  does  lead  me  to  say  again 
that  personally  I  believe  that  our  whole  program  would  be  on  a  sounder 
basis  if  we  did  not  have  residence  requirements. 

Mr.  Watts.  I  agree  with  you. 

Mr.  Flemming.  The  Kerr-Mills  amendments  have  been  in  effect 
long  enough  now  that  I  would  think  that  a  study  as  to  the  effect  of  a 
lack  of  residence  requirements  in  that  program  might  prove  helpful 
to  the  committee.  Maybe  such  a  study  has  been  made  by  the  Depart- 
ment. If  so,  it  hasn't  been  called  to  my  attention,  but  I  was  delighted 
when  this  committee  decided  not  to  include  residence  requirements  in 
that  particular  program  and  I  have  not  had  any  evidence  presented  to 
me  which  would  indicate  that  it  hasn't  worked  out  in  a  satisfactory 
manner. 

In  other  words,  what  I  am  wondering  is  if  the  fears  that  certain 
States  have  of  an  influx  because  of  their  reasonably  high  standards  are 
well  grounded  in  fact. 

Mr.  Watts.  They  may  not  be.  What  I  was  thinking  about  was  it 
would  certainly  relieve  that  fear  to  a  certain  extent  on  the  part  of  the 
States. 

Mr.  Flemming.  That  is  right. 
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Mr.  Watts.  And  would  discourage  anybody  from  moving  solely 
for  the  purpose  of  public  assistance. 

Mr.  Flemming.  There  are  various  combinations  that  can  be  tried, 
and  of  course  within  the  concept  of  a  residence  requirement,  but  I 
would  hope  that  pretty  soon  we  could  just  deal  with  the  problem  by 
saying  to  the  States,  "Your  State  plans  cannot  include  residence  re- 
quirements." 

The  Chairman.  Any  further  questions  ? 

If  not,  again  we  thank  you,  sir. 

Mr.  Flemming.  Thank  you,  Mr.  Chairman.  I  appreciate  very 
much  the  opportunity  of  appearing. 

The  Chairman.  Our  next  witness  is  Mr.  Lewis  J.  Johnson.  I  want 
the  members  of  the  committee  to  know  that  Mr.  Johnson  has  been  a 
longtime  friend  of  mine.  He  is  a  resident  of  Little  Rock,  president 
of  the  Farmers  Union  of  Arkansas,  and  the  head  of  the  insurance  com- 
pany that  is  operated  by  the  Farmers  Union  of  Arkansas. 

We  appreciate  having  you  with  us  this  morning.  You  are  rec- 
ognized. 

STATEMENTS  OF  LEWIS  J.  JOHNSON;  BLUE  A.  CARSTENSON, 
ASSISTANT  LEGISLATIVE  DIRECTOR;  AND  MRS.  MARJORIE 
MELTON,  NATIONAL  FARMERS  UNION 

Mr.  Johnson.  Thank  you  a  lot,  Mr.  Chairman.  Let  me  tell  you 
that  it  is  a  pleasure  to  come  before  this  committee,  but  to  be  sure  that 
I  had  enough  office  I  brought  with  me  some  people  to  help  out,  Mr. 
Chairman,  and  I  would  like  to  introduce  them  at  this  time. 

I  have  this  young  lady  from  Missouri  who  has  been  down  in  Arkan- 
sas working  with  us  on  some  senior  citizens  programs  and  she  has 
been  working  for  senior  citizens  now  for  the  last  6  or  7  years.  She  is 
a  close  personal  friend  of  Congressman  Boiling  and  of  course  Presi- 
dent Truman.  She  is  a  young  senior  citizen,  75.  She  doesn't  mind 
me  telling  her  age,  Mrs.  Marjorie  Melton,  I  am  delighted  to  have  her 
and  I  will  call  on  her  a  little  later  if  I  may. 

The  Chairman.  We  are  pleased  to  have  her. 

Mr.  Johnson.  I  also  have  with  me  Dr.  Blue  Carstenson,  who  is  leg- 
islative representative  and  an  assistant  to  the  president  of  the  National 
Farmers  Union. 

The  Chairman.  We  are  pleased  to  have  both  of  you  with  us  and  I 
appreciated  the  opportunity  of  meeting  you  when  you  were  in  Arkan- 
sas engaged  in  this  action. 

Miss  Melton.  Thank  you. 

The  Chairman.  We  all  are  acquainted  with  your  group. 

Mr.  Johnson.  Mr.  Chairman,  the  National  Farmers  Union  is  proud 
to  appear  before  this  committee  to  testify  on  behalf  of  the  farm  fam- 
ilies of  rural  America.  Farmers  Union  was  the  first  farm  organiza- 
tion to  testify  for  the  inclusion  of  farmers  under  the  social  security 
system ;  Farmers  Union  was  the  first  farm  organization  to  testify  on 
the  need  for  a  major  increase  in  social  security. 

We  are  concerned  not  only  because  the  average  age  of  operating 
farmers  is  very  high  when  compared  to  other  occupational  groups,  but 
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also  because  we  do  not  forget  our  retired  farm  members  and  their 
wives,  nor  their  widows. 

Many  of  our  most  active  members  are  over  65,  70,  and  even  80  years 
of  age. 

Mr.  Chairman,  I  don't  intend  to  read  this  whole  statement.  I 
would  like  to  ask  at  this  time  that  the  whole  statement  be  made  a 
part  of  the  record  and  that  we  just  discuss  some  parts  of  it. 

The  Chairman.  Without  objection  the  entire  statement  will  be  in- 
cluded and  the  materials  and  exhibits  appended  to  it  will  be  made  a 
part  of  the  record. 

(The  statement  referred  to  follows :) 

Statement  of  Lewis  "Red"  Johnson  and  Blue  A.  Caestenson,  Assistant 
Legislative  Director,  National  Farmers  Union 

The  National  Farmers  Union  is  proud  to  appear  before  this  Committee  to 
testify  on  behalf  of  the  farm  families  of  rural  America.  Farmers  Union  was 
the  first  farm  organization  to  testify  for  the  inclusion  of  farmers  under  the 
Social  Security  System;  Farmers  Union  was  the  first  farm  organization  to 
testify  on  the  need  for  a  major  increase  in  Social  Security. 

We  are  concerned  not  only  because  the  average  age  of  operating  farmers  is 
very  high  when  compared  to  other  occupational  groups,  but  also  because  we  do 
no  forget  our  retired  farm  members  and  their  wives  .  .  .  nor  their  widows. 

Many  of  our  most  active  members  are  over  65,  70  and  even  80  years  of  age, 
who  are  working  along  side  their  younger  fellow  members  in  making  the  National 
Farmers  Union  the  kind  of  strong  organization  it  is.  There  are  some  six  mil- 
lion persons  in  rural  areas  over  the  age  of  65.  One  million  are  still  working. 
This  is  in  part  because  many  of  them  are  not  yet  eligible  for  Social  Security 
or  cannot  get  enough  benefits  to  be  able  to  retire  and  live  in  other  than  deep 
poverty.  Out  of  the  six  million,  about  four  million  live  either  in  poverty  or  near 
the  poverty  line.  Between  two  and  three  million  live  in  deep  poverty  "below 
the  level  of  adequacy,"  .  .  .  "below  the  level  of  decency,"  or  "below  the  level  of 
human  dignity  and  well  being."  Whatever  it  is  called,  almost  three  million  are 
just  plain  poor. 

It  is  time  to  reassess  the  original  purpose  of  Social  Security  which  was  origi- 
nally designed  to  replace  income  which  had  been  lost  when  a  person  did  not 
continue  to  work  and  retired  or  was  disabled.  Social  Security  as  it  was  legis- 
lated, was  never  intended  to  be  the  primary  or  an  exclusive  pension,  but  rather 
a  base  upon  which  a  retirement  income  should  be  built.  We  in  America  had 
high  hopes  for  the  private  pension  system. 

The  facts  are  not  so  optimistic  today.  No  more  than  about  15%  of  the  re- 
tired today  have  private  pensions  according  to  our  information.  The  recent 
Federal  Reserve  Study  showed  that  most  of  the  older  people  who  do  not  have 
adequate  incomes  also  have  little  or  no  appreciable  savings. 

The  National  Farmers  Union,  more  than  any  other  group  in  rural  America, 
has  been  working  hard  to  see  if  there  are  ways  in  which  older  people  could 
gain  additional  income  from  continued  employment.  We  have  operated  the  Green 
Thumb  program  which  has  been  well  received  on  both  sides  of  the  aisle  of 
Congress  and  by  the  general  public  as  being  an  excellent  program.  This  pro- 
gram employs  older  and  retired  low  income  farmers  to  beautify  the  highways. 
The  average  age  of  the  workers  has  been  67  years,  and  the  average  income  of 
the  workers  has  been  $900  per  couple  per  year  before  their  employment  on  the 
Green  Thumb  Project.  In  Arkansas  the  average  income  was  $700.  The  work- 
ers earn  $1,500  working  three  days  a  week  on  Green  Thumb  projects.  We  have 
proved  that  these  men  can  work  and  work  well,  but  that  they  are  hard  to  place 
in  private  employment.  Discrimination  against  older  men  is  today  rough  or 
rougher  than  almost  any  other  group.  Most  of  these  men  have  been  seeking 
work  for  years.  We  have  had  long  waiting  lists  of  men  who  want  to  work  and 
who  would  qualify  for  old  age  assistance  but  have  not  sought  public  assistance. 
They  say  they  would  rather  do  without  welfare.  We  have  found  too  many  cases 
of  mal-nourishment  among  these  men  to  know  that  they  were  not  fooling  when 
they  said  they  had  gone  without. 
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We  have  also  had  experience  in  Arkansas  on  Project  CASA,  and  I  would  like 
to  relate  a  few  of  the  actual  situations  we  have  found  in  our  work  there : 

We  support  major  increase  in  Social  Security  benefits,  including  a  minimum 
of  $100.00  a  month  for  all  over  the  age  of  65.  We  support  increased  earnings 
under  Social  Security  of  up  to  $2,400  without  loss  of  Social  Security  benefits. 
We  urge  an  increase  in  the  wage  base  and  support  firm  general  tax  revenues  to 
cover  the  cost  of  improvements.  We  urge  that  out-of -hospital  drugs  be  paid  for 
under  Medicare  on  the  basis  of  a  reasonable  generic  price. 

We  support  preventive  medical  care  efforts  for  elderly  persons.  We  urge 
elimination  of  the  unworkable  and  burdensome  deductible  Medicare  features. 
We  urge  Medicare  for  the  disabled.  We  urge  increased  study  of  Medicade  (the 
Public  Welfare  Medical  Program  for  low  income  persons)  before  major  ex- 
pansion. Medicare,  through  Social  Security  for  all  may  be  preferable  and  more 
efficient  than  the  Medicade  Public  Welfare  program. 

While  the  average  Social  Security  payment  today  for  a  retired  worker  is 
$88.00  a  month,  the  average  for  rural  areas  is  much  less.  For  a  great  many 
people  the  Social  Security  check  is  all  they  have. 

The  War  on  Poverty  over  at  the  Office  of  Economic  Opportunity  has  largely 
ignored  the  older  people.  They  were  reluctant  at  OEO  to  even  fund  project  Green 
Thumb  primarily  because  it  was  both  a  rural  program  and  a  project  directed  at 
the  poverty  of  older  people.  Frankly,  we  cannot  understand  the  philosophy  of 
OEO  ...  a  philosophy  which  ignores  the  plight  of  one  quarter  of  the  poor  that 
are  over  age  65.  Although  OEO  claims  to  be  spending  a  great  deal  on  older  peo- 
ple, actually  they  are  spending  about  1%  of  their  funds  on  programs  for  older 
persons. 

We  in  the  National  Farmers  Union  see  perhaps  the  deepest  poverty  among  the 
widows  in  rural  areas.  Over  one  half  of  these  ladies  in  rural  America  are  liv- 
ing in  poverty.  We  want  to  thank  the  leadership  of  this  Committee  for  its  con- 
currence in  the  action  two  years  ago  to  include  persons  over  age  72  for  a  mini- 
mum benefit.  This  has  been  one  of  the  most  compassionate  steps  that  this  Com- 
mittee has  ever  made.  As  the  Psalm  says,  "Cast  me  not  off  in  the  days  of  mine 
old  age". 

Most  of  these  widows  simply  were  born  too  soon  for  Social  Security.  However, 
the  help  still  has  not  been  enough  to  help  most  of  these  very  old  people  to  rise 
above  the  poverty  line.  If  we  are  to  truly  "honor  thy  mother  and  father"  as 
the  Bible  states,  this  honor  must  not  have  a  hollow  ring.  There  are  too  many 
situations  where  there  are  no  sons  or  daughters  left  to  "honor"  them  or  the  sons 
and  daughters  are  unable  to  help  them.  We  are  arriving  at  a  new  age  where  an 
estimated  40%  of  the  persons  aged  60  to  64  have  older  living  parents. 

Eighty-eight  percent  of  the  persons  over  age  65  are  either  receiving  Social 
Security  or  one  of  the  other  Government  pension  programs  so  it  is  natural  that 
the  people  should  turn  to  Social  Security  for  the  correction  of  tragic  conditions 
in  old  age. 

Our  old  age  system  is  in  sadder  shape  in  relation  to  the  degree  of  need  than 
in  earlier  years.  There  are  actually  more  poor  elderly  numerically  today  than 
in  1959,  according  to  Mollie  Oshansky  at  Social  Security.  Yet  the  absolute  num- 
ber of  persons  on  old  age  assistance  is  going  steadily  down,  according  to  Wilbur 
Cohen's  recent  statement. 

We,  at  this  time,  wish  to  submit  a  statement  about  our  public  welfare  system 
and  how  far  the  old  age  assistance  is  coming  to  meeting  the  minimum  standards 
of  living  set  by  the  states : 

"In  nine  states,  the  average  amount  paid  for  old-aye  assistance  are  as  low  as 
$50  a  month,  or  less." 


Average  payments  to  recipients,  Octooer  1966 


Florida 
Georgia 
Indiana 
Maine  _ 


$48.90  Nebraska  

47.85  Oregon  

49.  00  South  Carolina 

50. 10  West  Virginia  . 
39. 20 


$46.  20 
47.  50 
41.  30 
44.  75 


Mississippi 


"Twenty  seven  states  do  not  even  meet  their  own  minimum  standards  for 
welfare  payments." 
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Twenty-four  states1  were  meeting  less  than  their  minimum  standards  (100 
percent  of  basic  need)  according  to  the  latest  biennial  report  (January  1965). 
Figures  for  1967  are  not  available  but  would  probably  reflect  changes  in  some 
States. 

"The  Federal  Old-Age  Assistance  Act  allows  the  states  to  provide  special  in- 
centives to  encourage  older  persons  on  welfare  to  seek  employment.   But  almost 
half  the  states  have  not  taken  advantage  of  this  provision." 
Twenty-six  states  have  made  some  provision  for  exempting  earning : 

Persons  65  years  and  older  can  keep  a  maximum  of  $50  of  the  first  $80 
earned  per  month  without  having  their  assistance  checks  reduced. 
Above  Provision  in  Effect :  12  states 


Arkansas 
California 
Delaware 
Florida 


Georgia 
Hawaii 
Kentucky 
Louisiana 


Massachusetts 
Ohio 

Oklahoma 
Wisconsin 


Optional  Provision  in  Effect  (can  keep  a  maximum  of  $30  of  the  first  $50 
earned  per  month  without  having  their  assistance  checks  reduced)  :  14  States 


Illinois 

Kansas 

Maryland 

Missouri 

Montana 


Nebraska 
Nevada 

New  Hampshire 
North  Dakota 
Oregon 


Pennsylvania 
Vermont 

Virginia  (disregards 

only  first  $10  a  month ) 
Washington 


There  is  no  man  in  the  House  of  Representatives  who  was  more  closely  iden- 
tified with  the  elderly  and  the  broad  range  of  problems  of  older  people  than  was 
the  late  Congressman  John  Fogarty.  We  would  like  to  quote  from  a  speech  that 
he  made  on  the  floor  of  the  Congress  last  year : 

"Today  over  88  percent  of  the  people  age  65  and  over  are  getting  social 
security  benefits  or — for  a  relatively  small  proportion — benefits  provided  by 
some  other  governmental  retirement  program.  Yet  the  great  majority  of  our 
old  people  are  poor.  In  fact,  they  constitute  between  one-fifth  and  one-fourth 
of  all  the  poor  in  the  Nation. 

The  reason  why  old  people  are  generally  poverty-stricken  is  that  they  must 
depend  largely  on  social  security  benefits  to  meet  their  needs  and  these  bene- 
fits are  inadequate.   Even  at  the  upper  levels,  the  benefits  are  barely  suf- 


1  In  addition,  three  States  have  maximums  that  do  not  exceed  basic  needs  by  as  much  as  $12  and  thus 
cannot  meet  most  special  needs  (Colorado,  New  Hampshire,  and  Oklahoma.) 


State 


Total 
monthly  cost 
standard  for 
basic  needs 


Percent  of  full  need  met  by 
maximum  payment  to  re- 
cipient 


Percent 


Payment 


Alabama  

Alaska  

Arizona  

Arkansas  

Delaware  

Florida  

Georgia  -.. 

Indiana  

Kentucky  

Louisiana  

Michigan  

Minnesota  

Mississippi  

Missouri  

Nebraska  

New  Mexico--- 
South  Carolina 
South  Dakota. 

Tennessee  

Utah  

Vermont  

West  Virginia.. 

Wisconsin  

Wyoming  


$117.85 

63.6 

$75.00 

221. 00 

49.8 

110.00 

107.00 

79.4 

85.00 

83.00 

88.0 

73.00 

104. 00 

96.2 

100.00 

111.00 

63.1 

70.00 

81. 10 

86.3 

70.00 

107.00 

65.4 

70.00 

84.00 

94.8 

79.63 

123.00 

66.7 

82.00 

108.00 

83.3 

90.  00 

96.20 

73.8 

71.00 

90. 32 

55.4 

50. 00 

89. 00 

78.7 

70.  00 

98.  50 

76.1 

75.  00 

107.  00 

91.1 

97.  50 

75.  55 

92.7 

70.  00 

101.90 

99.0 

100.  90 

78.  00 

96.2 

75. 00 

100.  75 

81.4 

82.  00 

117.  00 

68.4 

80.  00 

62.  69 

85.0 

53. 29 

99.  30 

75.5 

75. 00 

132. 00 

75.8 

100.  00 
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ficient  to  provide  subsistence  in  most  parts  of  the  country.  The  average 
social  security  benefit  at  the  close  of  1965  was  $82 — $984  a  year — for  a  retired 
worker  who  has  no  wife  entitled  to  wife's  benefits  and  $142-$1,704  a  year — 
for  a  retired  couple.  According  to  a  recent  survey  of  social  security  bene- 
ficiaries about  half  of  the  aged  social  security  beneficiaries — 46  pereent  of 
the  beneficiary  couples  and  60  percent  of  the  nonmarried  beneficiaries — had 
less  than  $12.50  a  month  in  regular  retirement  income  over  and  beyond  their 
social  security  benefits." 
He  also  called  attention  to  the  primary  sources  for  increasing  Social  Security 
benefits : 

"There  has  been  a  substantial  deterioration  in  social  security  protection, 
in  relation  to  earnings  levels,  over  the  years.  The  deterioration  is  due  to 
the  failure  to  keep  up  to  date  the  amount  of  Earnings  that  is  subject  to  social 
security  taxes  and  that  counts  toward  benefits — the  contribution  and  benefit 
base.  There  have  been  several  increased  in  the  base  since  1935,  but  all  of 
them  have  consistently  lagged  behind  the  rise  in  earnings  levels.  For  ex- 
ample, the  increase  in  the  base  to  $6,600  under  the  1965  amendments  will,  by 
1967,  only  restore  the  situation  that  existed  in  1951  with  respect  to  the  pro- 
portion of  workers  with  all  their  earnings  counted;  it  does  not  come  any- 
where near  restoring  the  situation  that  existed  in  the  early  years  of  the  pro- 
gram, under  the  $3,000  base." 

"...  The  $3,000  earnings  base  established  by  the  1935  Social  Security 
Act  had  the  effect  of  covering  the  total  earnings  of  all  but  the  most  highly 
paid  people.  In  1938,  about  97  percent  of  all  workers  and  94  percent  of 
regularly  employed  men  had  all  of  their  earnings  covered  by  the  $3,000  base. 
By  providing  an  increase  in  the  earnings  base  in  two  steps  to  $12,000  begin- 
ning in  1967  and  to  $15,000  beginning  in  1969,  we  will  recapture  all  of  the 
ground  that  has  been  lost  since  the  beginning  of  the  program.  Setting  the 
earnings  base  at  these  higher  levels  will,  together  with  the  average  50  per- 
cent increase  in  benefits,  enable  the  program  to  offer,  for  workers  at  average 
and  above-average  earning  levels  as  well  as  for  low-paid  workers,  social 
security  benefits  that  compare  reasonably  with  their  accustomed  levels  of 
living." 

Because  of  these  facts  and  because  of  the  first-hand  experience  National  Farm- 
ers Union  has  had  with  the  older  people  in  rural  areas,  we  urge  the  following : 

We  urge  that  top  priority  be  placed  upon  increasing  the  cash  income  of  the 
persons  receiving  the  minimum  benefits  even  if  it  means  forgetting  all  other 
desirable  benefits.  We  urge  that  the  minimum  benefit  for  single  persons  be 
$100.00  and  $150.00  for  couples. 

We  urge  that  there  be  no  increase  in  the  Social  Security  tax  rate  but  that  a 
major  increase  in  the  wage  base  upon  which  Social  Security  taxes  are  paid, 
be  increased  to  as  much  as  $15,000.00  and  general  tax  revenues  should  be 
used  to  increase  Social  Security  benefits.  The  tax  rate  is  too  high  especially 
on  the  self-employed  and  if  anything,  it  should  be  kept  constant  rather  than 
at  scheduled  increases. 

We  urge  that  the  Preventacare  proposal  encompassed  in  the  Aiken  Bill 
be  adopted  as  a  measure  which  will,  according  to  the  experience  in  San  Jose, 
actually  save  money  at  a  future  date  in  terms  of  doctor  and  hospital  care 
costs. 

We  urge  this  Committee  and  Congress  to  push  the  Department  of  Health, 
Education  and  Welfare  to  act  more  forcefully  to  seek  ways  of  reducing 
medical  care  costs. 

We  support  the  Aiken  amendments  as  good  amendments.  If  forced,  we  will 
have  to  say  that  the  most  essential  place  to  put  large  amounts  of  money  is  into 
cash  increases  for  the  people  at  present  on  minimum  benefits. 

Perhaps  the  only  exception  is  the  proposal  concerning  prescription  drugs 
needed  for  long-term  medication. 

We  support  the  Aiken  proposal  which  is  shared  by  Senator  Nelson,  Sen- 
ator Montoya  and  others  and  passed  by  the  Senate  last  year  .  .  .  the  pro- 
posal which  would  pay  for  the  out-of-hospital  cost  of  drugs.    We  spoke 
with  the  Staff  last  year  and  told  them  that  the  bill  which  was  passed  by 
the  Senate  last  year  was,  in  our  judgement,  based  upon  much  research  in 
the  field  of  drug  costs  and  was  very  conservative. 
We  have  actually  operated  a  National  Direct  Drug  Service  the  past  two  years ; 
not  only  for  National  Farmers  Union  members  but  for  many  different  groups 
including  the  National  Council  of  Senior  Citizens,  the  National  Cooperative 
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Leagues  of  the  USA,  the  National  Consumer  League  and  the  National  Asso- 
ciation for  Veteran  and  Retired  Railway  Employees. 

We  have  found  drug  prices  are  inflated  and  that  if  the  drugs  were  prescribed 
and  paid  for  on  a  brand  name  basis  it  would,  indeed,  bankrupt  the  Social  Se- 
curity system  under  the  proposal  put  forth  by  the  Senate.  However,  on  paying 
a  reasonable  generic  price  including  a  professional  fee,  this  would  be  satisfac- 
tory to  most  druggists  (not  to  the  many  doctor-owned  pharmacies  and  re-label- 
ing companies,  however).  We  have  found  that  by  getting  the  doctor  to  use  the 
generic  name  on  drugs  that  the  usual  saving  can  be  about  50%.  We  have  in- 
cluded a  listing  of  the  comparison  generic  prices  and  brand  name  prices  at  the 
end  of  this  testimony. 

DETAILED  REACTION  TO  THE  PRESIDENT'S  BILL 

Section  101. — We  recommend  $100.00  minimum  Social  Security  for  an  individ- 
ual recipient  and  $150.00  for  a  couple. 

Section  102. — We  recommend  $100.00  minimum  Social  Security  for  an  individ- 
ual recipient  and  $150.00  for  a  couple. 

Section  103. — We  recommend  $100.00  minimum  Social  Security  for  an  individ- 
ual recipient  and  $150.00  for  a  couple. 

Section  104. — We  recommend  $100.00  minimum  Social  Security  for  an  individ- 
ual recipient  and  $150.00  for  a  couple. 

Section  105. — We  support  widows'  benefits  to  disabled  widows  under  age  62. 

Section  106. — We  urge  that  a  person  be  allowed  to  earn  to  $2,400.00  without 
loss  of  Social  Security  Benefits  or  at  least  a  sum  in  Social  Security  Benefits 
which  will  bring  him  out  of  poverty. 

Section  107. — We  urge  that  the  wage  base  be  increased  as  quickly  as  possible 
to  $15,000.00. 

Section  108. — We  urge  no  increase  in  the  tax  rate  and  instead,  financing  bene- 
fits out  of  the  interest  from  the  increase  in  the  wage  base  plus  general  tax  reve- 
nue funds.  The  proposed  plan  is  regressive  on  some  farmers  and  large  families, 
and  low  income  persons. 

Section  109. — The  same  as  applies  to  Section  108. 

Section  110. — We  support  the  elimination  of  the  so-called  "elderly  loyalty 
pledge." 

Section  115. — We  support  coverage  for  farm  workers. 

Section  116. — We  urge  that  this  section  be  expanded  to  coordinate  all  public 
retirement  and  railroad  retirement  and  railroad  retirement  plans. 
Section  111. — No  comment. 

Section  125. — We  support  Medicare  for  the  totally  disabled  regardless  of  age. 

Section  126. — We  think  this  should  probably  be  opposed  because  it  appears  to 
us  that  this  is  a  transfer  of  payment  from  general  revenues  to  Social  Security 
funds,  which  we  oppose. 

Section  127. — We  feel  that  the  inclusion  of  podiatry  care  or  costs  are  good  but 
not  quite  as  essential  as  more  cash  for  the  very  low-income  persons. 

Section  128. — We  support  the  increase  in  the  membership  of  the  National 
Medical  Review  Committee.  We  had  hoped  that  the  other  policy  committees 
could  be  broadened  to  include  representatives  of  senior  citizens. 

Section  129. — We  feel  that  depreciation  allowances  should  be  given  only 
where  the  hospital  in  the  judgment  of  the  Department  of  Health,  Education 
and  Welfare  is  doing  everything  possible  to  curtail  hospital  costs.  (There  has 
to  be  some  sort  of  lever  to  help  keep  hospital  costs  down  and  this  looks  like  a 
good  one.) 

Section  180. — This  section  should  have  been  done  when  the  bill  was  passed. 
This  will  put  order  back  into  the  payment  of  hospital  in-patient  and  out-patient 
care. 

Section  131. — We  oppose  any  elimination  of  the  doctor  certification.  The  doc- 
tor should  be  the  only  one  to  authorize  entry  into  the  hospital.  We  do  feel  that 
this  provision  might  be  waived  for  the  first  twelve  hours  in  an  emergency  case, 
but  that  no  person  should  go  any  longer  than  twelve  hours  in  the  hospital  with- 
out a  doctor  approving  his  hospitalization. 

Comments  on  miscellaneous  and  technical  amendments  on  social  security  and 
medicare 

Section  150. — It  would  appear  that  this  amendment  would  take  care  of  com- 
mon-law family  situations  where  the  man  dies  or  is  disabled.  This  and  Section 
151,  which  takes  care  of  adoption,  and  Section  152,  which  handles  dependent 
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parents,  would  be  helpful  primarily  because  of  the  failure  of  our  general  wel- 
fare system  to  give  adequate  protection. 
Sections  153-159. — No  comment. 

Section  160. — We  support  any  action  to  make  determination  of  age  easier  for 
our  people  when  applying  for  Medicare  and  this  section  helps  in  this  direction. 

Sections  161-165. — Improvements  in  Medicare  are  inadequate  in  this  bill  al- 
though the  amendments  requested  are  in  the  public  interest. 

Section  166. — No  comment. 

Section  167. — This  change  in  title  from  "old  age"  to  "retirement"  benefits  is 
desirable. 

ADDITIONAL  COMMENTS  ON  MEDICARE 

We  continue  to  support  the  concept  of  a  Federal  pre-paid  health  care  and 
medical  facility  insurance  program  that  would  enable  every  one  to  receive  fully 
adequate  medical,  dental,  hospital  and  health  care  services.  Such  a  service 
would  provide  for  regular  and  preventative  health  care  services  rather  than 
just  an  attempt  to  remedy  severe  illnesses  as  they  occur.  While  we  do  not 
expect  Congress  to  enact  this  program  now,  we  feel  that  the  experience  by  the 
public  with  Medicare  plus  the  accelerating  hospital  costs,  will  bring  this  to  pass. 
The  three  million,  plus,  people  who  have  already  received  Medicare  benefits  have 
not  found  them  as  distasteful  as  the  American  Medical  Association  predicted. 

We  do  urge  that  this  Committee  as  well  as  the  Interstate  and  Foreign  Com- 
merce Committee  act  now  to  help  tighten  up  the  quality  controls  on  laboratory 
tests. 

Our  other  recommendations  on  Medicare  amendments  are  found  earlier  in 
this  statement. 

Public  Welfare  amendments 

National  Farmers  Union  feels  that  every  person  who  is  physically  or  mentally 
able  to  work,  even  if  not  in  competitive  private  employment  should  be  given  an 
opportunity  to  work  in  a  paying  job.  We  feel  that  this  is  better  for  the  com- 
munity, the  individual  and  the  nation.  We  have  seen  first-hand  the  difference 
a  job  can  mean  to  the  individual  and  to  the  family  in  our  Green  Thumb  pro- 
gram. It  has  also  helped  improve  our  communities. 

We  have  looked  at  other  employment  programs  sponsored  by  the  Federal 
Government  and  feel  that  this  is  a  much  more  preferable  way  than  our  present 
public  welfare  system.  We  may  have  to  alter  our  definition  of  what  is  a  job  and 
what  is  work  so  that  some  of  the  people  who  are  on  public  welfare  can  handle 
the  job,  both  in  terms  of  hours  and  difficulty.  We  believe  it  is  better  to  provide 
jobs  rather  than  straight  grant  payments  without  employment.  Perhaps  if  we 
provided  such  modified  employment,  then,  those  who  were  unable  to  work  (be- 
cause of  very  old  age,  disability,  or  because  they  had  pre-school  children), 
would  receive  an  adequate  income  which  they  are  not  now  obtaining  from 
welfare. 

At  the  annual  convention  of  the  National  Farmers  Union  held  at  Oklahoma 
City,  Oklahoma,  the  12th  to  15th  of  March  this  year,  the  following  resolution 
was  passed : 

We  support  the  revision  of  the  public  welfare  system  replacing  much  of 
public  welfare  with  part-time  and  full-time  community  service  work  pro- 
grams. This  is  a  preferred  way  to  bring  low-income  families  out  of  poverty. 
Those  remaining,  who  are  unable  to  work;  the  sick,  disabled  young,  and 
the  very  old,  should  be  able  to  live  without  hardship  and  with  dignity. 
The  public  welfare  amendments  in  H.R.  5710  would  take  some  steps  in  the 
general  direction  of  encouraging  employment  and  giving  those  remaining  on 
public  welfare  a  minimum  standard,  but  they  are  not  bold  enough  or  creative 
enough  to  do  the  job.   No  less  than  a  major  step  will  pull  us  out  of  the  quick- 
sand into  which  our  public  welfare  system  has  fallen.    Most  of  the  impover- 
ished are  not  now  helped  by  the  public  welfare  staffs  who  are  overburdened  with 
work,  inadequately  trained,  and  inadequately  encouraged  by  the  community  to 
do  the  job  needed.  Instead,  they  have  too  often  become  engulfed  in  the  red  tape 
of  details.   The  poor  are  not  being  helped  to  live,  but  only  to  starve  to  death. 

This  is  especially  true  in  rural  areas  where  nobody  other  than  the  County 
Welfare  Director,  understands  the  complexities  of  the  law  and  everyone  be- 
comes discouraged  with  the  system.  It  is  no  wonder  we  have  found  so  many 
poor  people  in  rural  America  who  either  were  ineligible  for  welfare,  unaware, 
or  disdainful  of  welfare  to  the  point  of  being  willing  to  starve,  rather  than  to  go 
on  welfare.  A  dramatic  step  should  be  taken  here  and  now  to  provide  public 
employment  as  an  effective  and  dignified  alternative  to  welfare  for  most  people, 
and  an  adequate  existence  for  those  completely  unable  to  work. 
75-83?  O— 67— pt.  3  -9 
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Other  comments  on  public  welfare 

National  Farmers  Union  also  supports  the  expansion  and  liberalization  of  the 
Food  Stamp  Act  and  urge  that  the  Stamp  plan  be  expanded  to  include  cotton 
mattresses. 

We  support  increased  health  projects  in  the  areas  of  maternity  and  infant 
care,  child  dental  care  and  research  and  evaluation. 

Medical  assistance  ^ 

The  National  Farmers  Union  Convention  this  year  also  passed  the  following 
resolution : 

"We  urge  increased  study  of  the  Medicade  (the  public  welfare  medical  pro- 
gram for  low-income  persons) ,  before  major  expansion. 

"Medicare  through  Social  Security  for  all  may  be  preferable  and  more  efficient 
than  the  Medicade  public  welfare  program." 

Figure  1.  OAA  RECIPIENTS,  BY  AGE  AND  BY  CONFINEMENT  TO 
HOME  AND  NEED  FOR  PERSONAL  CARE  OR  HELP:  1960 
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Figure  2  LIVING  ARRANGEMENTS  OF  OAA  RECIPIENTS, 
BY  AGE  OF  RECIPIENT:  1960 


Mr.  Johnson.  We  believe,  Mr.  Chairman,  that  it  is  time  to  reassess 
the  original  purpose  of  social  security  which  was  originally  designed 
to  replace  income  which  had  been  lost  when  a  person  did  not  continue 
to  work  and  retired  or  was  disabled. 

Social  security  as  it  was  legislated  was  never  intended  to  be  the  pri- 
mary or  an  exclusive  pension,  but  rather  a  base  upon  which  a  retire- 
ment income  should  be  built.  We  in  America  had  high  hopes  for  the 
private  pension  system. 

Mr.  Chairman,  the  National  Farmers  Union  has  been  working  hard 
to  help  our  rural  people  in  America  to  earn  a  decent  income.  As  you 
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know,  we  have  sponsored  a  "green  thumb"  program  in  Arkansas  par- 
ticipated in — which  was  under  the  Nelson  amendment — and  in  Arkan- 
sas we  participated  in  five  counties  with  14  workers  in  each  county. 
Their  average  income  was  $700  a  year  or  less  and  their  average  age 
was  67.   The  oldest  worker  was  85  and  the  youngest  worker  was  63. 

We  have  proven,  Mr.  Chairman,  in  Arkansas  that  these  older  work- 
ers, No.  1,  are  able  to  work;  No.  2,  they  need  to  work;  No.  3,  there  is 
work  they  can  do. 

Now,  industry  and  business,  as  you  know  and  the  members  of  the 
committee  well  know,  will  not  look  at  a  man  now  after  he  turns  40 
or  45.  There  is  no  place  for  a  senior  citizen  in  our  present  business 
or  industry  work  force. 

Therefore,  it  has  become  necessary  for  our  Federal  Government  to 
provide  some  jobs  for  our  senior  citizens  to  have  employment  and  to 
implement  their  income.  I  wish  I  could  describe  to  this  committee 
or  bring  to  this  committee  the  feeling  of  these  senior  citizens  that  have 
been  working  on  this  program.  It  has  given  them  a  renewed  vigor 
and  interest  in  life.  It  has  given  them  once  again  their  pride  and  a 
feeling  of  belonging  to  a  community.  This  work  we  must  continue 
to  provide  for  our  senior  citizens  out  in  rural  America. 

Mr.  Chairman,  we  also  have  another  program  in  Arkansas  which 
you  are  familiar  with  which  we  call  CASA,  Community  Action  Senior 
Arkansans. 

Now,  in  this  program  we  are  finding  what  we  knew  to  start  with,  but 
I  am  afraid  maybe  we  just  sort  of  drifted  along  and  really  didn't  real- 
ize what  the  conditions  were.  I  just  ran  a  little  survey  on  60  of  these 
senior  citizens  in  some  of  the  counties  that  we  are  working  in.  The 
youngest  was  66,  the  oldest  was  100  years  of  age,  60  percent  were 
female,  40  percent  were  male.  The  average  age  was  76.8.  Out  of  the 
60  only  one  was  in  good  health.  Two  were  invalid.  The  rest  were 
in  poor  health  and  under  the  support  of  a  doctor.  Their  average 
income  was  $800  approximately  and  some  of  them  of  course  had  cou- 
ples in  the  family.  Only  30  percent  owned  their  home,  70  percent  were 
renting.  These  are  the  conditions  that  we  are  finding  in  our  rural 
areas. 

Seventy  percent  lived  in  substandard  houses  where  they  were  rent- 
ing or  owned  their  own  home.  We  come  down  then,  Mr.  Chairman,  tx) 
this  point :  Our  big  problem  confronting  us  today  is  what  are  we  going 
to  do  with  our  senior  citizens  in  this  country,  what  are  we  going  to  do 
with  them  in  Arkansas  ? 

Certainly  we  can't  forget  them  and  say,  "Well,  there  are  some  out 
there,  but  we  hope  thev  are  getting  along  all  right."  We  hope  to  give 
to  you  later  on,  Mr.  Chairman,  a  complete  breakdown  and  analysis  of 
what  we  are  finding  as  we  have  senior  citizens  working  work  this  older 
group  of  people  repairing  their  home,  carrying  them  to  the  doctor,  see- 
ing that  they  get  to  the  hospital. 

For  example,  we  find — and  these  are  just  some  of  the  cases — this  man 
and  his  wife,  the  man  an  invalid  in  a  wheelchair  and  his  wife  unable 
to  care  for  herself  in  a  rural  home. 

Now,  we  think  maybe  we  have  enough  Government  agencies  to  care 
for  or  see  after  these  people.  Well,  I  want  to  say  to  you  somewhere 
we  are  missing  them  and  we  hope  to  bring  you  that  answer  when  we  get 
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a  little  further  along  with  our  report.  We  are  taking  these  people  to 
the  present  agencies  that  we  have  to  see  if  they  can  fill  or  service  their 
present  needs.  So  far  we  are  finding  that  we  have  some  loopholes. 

For  example,  we  have  loopholes  in  our  senior-citizen  home.  How 
can  we  help  improve  their  lot  where  they  own  their  little  home  and 
they  have  a  small  social  security  payment.  We  need  some  grant  fund 
to  help  these  people  under  some  agency. 

So,  Mr.  Chairman,  it  is  a  big  problem  that  we  are  confronted  with 
out  there.  The  National  Farmers  Union  would  like  to  go  on  record  as 
saying  to  you  and  this  committee  we  hope  you  increase  their  social 
security  to  a  minimum  of  $100  for  a  single  person  and  $150  for  a  couple 
as  a  minimum.  We  believe  that  we  can't  afford  to  leave  our  senior 
citizens  out  there  in  want  and  in  need,  that  it  is  not  the  type  of  society 
that  we  live  in  or  that  we  want  to  live  in. 

Mr.  Chairman,  at  this  time  I  would  like  to  ask  this  young  lady  with 
me  to  add  any  comments  that  she  would  like. 

The  Chairman.  We  will  be  glad  to  have  you  do  so. 

STATEMENT  OF  MRS.  MARJORIE  MELTON 

Mrs.  Melton.  Thank  you.  I  had  been  working  for  a  long  time  with 
seniors.  For  the  last  8  years  I  have  been  very  active  in  this  field.  I 
have  been  doing  a  great  deal  of  voluntary  service  recently.  Mr.  John- 
son asked  me  to  come  to  Arkansas  and  assist  him  in  setting  up  our 
CASA  project.  I  was  appalled  at  conditions  I  found  out  in  the  rural 
district,  one  county  without  a  hospital,  without  even  a  doctor. 

We  found  an  old  lady  who  had  both  legs  broken  and  they  had  pulled 
her  bed  up  near  a  potbellied  stove  where  she  could  put  sticks  of  wood 
into  the  fire  while  her  daughter  was  away  employed  during  the  day. 

We  found  an  old  lady  with  her  back  broken -and  one  leg  broken 
also  that  had  no  medical  care.  We  found  a  family  of  10,  four  genera- 
tions, living  in  a  three-room  shack  without  sanitation  whatsoever. 
They  had  to  walk  a  block  and  a  half  to  the  river  to  get  their  drinking 
water. 

These  are  just  a  few  of  the  conditions  we  found  over  and  over  and 
over  again.  I  know  that  there  is  a  feeling  that  the  rural  districts 
have  been  overlooked  in  this  program  and  we  do  plead  that  they  be 
given  the  funds  and  the  opportunity  to  just  exist  in  conditions  better 
than  what  they  have. 

We  have  found  families,  couples,  that  are  trying  to  live  on  $53  and 
we  asked  them  why  they  didn't  appeal  to  welfare  and  they^  said,  "We 
are  not  charity  people.  We  have  earned  our  social  security,  but  we 
want  no  handouts." 

I  have  been  so  pleased  with  the  people  we  have  had  making  these 
surveys  and  doing  the  little  repair  work  that  our  handymen  who  are 
able  to  do.  It  seems  to  me  that  they  stand  a  little  taller,  they  smile  a 
little  brighter,  because  they  have  a  few  days'  work  at  so  small  a  wage, 
but  if  we  could  harness  the  manpower  of  the  seniors  and  put  them  to 
developing  something  like  Green  Thumb,  so  we  could  do  so  much  for 
our  rural  districts. 

I  hope  I  may  live  to  be  a  part  of  it.  You  see,  I  am  75  years  old 
and  I  am  going  to  live  to  be  150,  because  I  want  to  take  care  of  my 
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daughter  in  her  old  age.    I  want  to  help  always.    I  have  no  desire  to 
be  a  picture  of  Whistler's  Mother. 
Thank  you. 

The  Chairman.  Thank  you. 

STATEMENT  OF  BLUE  A.  CARSTENSON 

Mr.  Carstenson.  Mr.  Chairman,  I  want  to  indicate  that  what  Ked 
Johnson  and  Mrs.  MeHbon  have  found  in  Arkansas  has  been  echoed  in 
Oregon,  and  in  Minnesota,  and  the  other  States  where  we  have  been 
working,  and  in  Missouri. 

In  New  Jersey  we  have  found  many  older  people  who  literally  have 
gone  ,without  food,  who  come  in  in  an  undernourished  condition  to 
apply  for  jobs  under  the  Green  Thumb  program  simply  because  they 
did  not  want  to  go  on  public  welfare. 

I  think  we  have  to  §et  up  some  alternatives.  We  have  urged,  and 
I  think  I  will  run  through  the  statement,  that,  No.  1,  we  think  the 
first  essential  ingredient  in  the  social  security  bill  is  an  increase  to  the 
$100  a  month  for  every  person  over  age  65  and  $150  for  a  couple.  We 
encourage  the  allowing  of  persons  to  earn  up  to  $2,400  without  loss  of 
social  security  benefits. 

Now,  we  know  this  is  going  to  cost  money  and  we  urge  that  the  in- 
crease in  the  wage  base,  which  is  long  overdue,  be  increased  to  take 
care  of  this  and  what  can't  be  covered  by  this  should  be  paid  for  out  of 
general  tax  revenues. 

We  urge  that  the  out-of -hospital  drugs  be  paid  for  under  the  medi- 
care bill  on  the  basis  of  reasonable  generic  price,  and  I  will  come  back 
to  that  in  a  moment. 

We  urge  preventive  medical  care  and  we  feel  very  strongly  on  the 
basis  of  our  experience  that  an  annual  physical  checkup  would  actu- 
ally, in  the  long  run,  save  considerably  money  for  medicare.  We  agree 
with  the  idea  of  extending  medicare  for  the  disabled,  but  we  urge  con- 
siderable study  on  medicaid  before  it  is  expanded  and  we  hope  that 
this  mav  not  turn  out  to  be  another  blind  alley,  in  a  sense,  as  parts  of 
the  medical  assistance  for  the  aged  were,  that  perhaps  it  may  be  pref- 
erable in  the  long  run  to  provide  some  basic  minimum  social  security 
medical  assistance  for  every  person  rather  than  the  medicade  program. 

We  have  been  disappointed  in  the  war  on  poverty.  It  has  failed, 
well,  totally,  I  would  say,  with  few  exceptions,  to  really  take  a  hard 
look  at  the  poverty  of  one  quarter  of  people  who  are  poor  who  are 
over  age  65.  We  feel  for  this  reason  that  social  security  and  the  em- 
ployment programs,  some  of  which  your  committee  is  considering  at 
this  time,  ought  to  be  an  alternative. 

We  appeal  especially  for  the  ladies,  the  many  widows,  and  maybe, 
Red,  you  could  show  the  chairman  the  list  there  of  the  people  we  found 
in  Arkansas  to  indicate  how  many  of  these  are  women.  We  feel  that 
there  are  about  a  million  older  women  in  rural  areas  who  are  living  in 
the  deepest  poverty.  Just  about  1  million,  about  half  of  the  people  over 
65,  are  single  women  who  are  living  in  poverty. 

Mr.  Johnson.  Two-thirds  are  female. 

Mr.  Cartsenson.  Two-thirds.  We  also  are  disappointed  that  in 
fact,  while  the  total  number  of  people  in  poverty  over  age  65  is  nu- 
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merically  increasing,  that  the  amount  on  public  assistance  is  actually 
decreasing,  which  comes  around  to  the  point  that  we  made  earlier  that 
people  more  and  more  are  refusing  to  turn  to  public  assistance  or  are 
unable  to  turn  to  public  assistance  for  help  when  they  get  into  poverty 
and  old  age. 

I  have  included  some  statistics  here  on  page  4  which  review  the  sit- 
uation as  it  relates  to  old-age  assistance  in  rural  areas.  I  think  you 
will  see  from  these  figures  that  there  are  many  older  people  who  are 
not  getting  the  minimum  level  even  of  the  State  standards  and  are 
certainly  not  getting  a  minimum  level  to  bring  them  up  out  of  poverty. 
They  simply  exist  in  poverty  with  these  kinds  of  grants. 

I  would  like  to  call  attention  on  page  5  to  the  comments  of  the  late 
Congressman  John  Fogarty  when  he  talked  on  the  floor  of  the  House 
concerning  social  security  and  I  would  like  to  call  particular  attention 
to  the  language  which  says  that — 

According  to  a  recent  survey  of  Social  Security  beneficiaries  about  half  of  the 
aged  Social  Security  beneficiaries — 46  percent  of  the  beneficiary  couples  and  60 
percent  of  the  nonmarried  beneficiaries — had  less  than  $12.50  a  month  in  reg- 
ular retirement  income  over  and  beyond  their  social  security  benefits. 

We  found  this  to  be  even  more  so  out  in  rural  America  where  by 
and  large  social  security  is  the  only  source  of  income  for  most  of 
these  people.  No  wonder  we  turn  to  the  social  security  system  as  a 
major  solution  to  poverty  among  older  people  in  rural  America. 

We  feel  very  strongly  that  there  should  not  be  an  increase  in  the  tax 
rate.  We  have  gone  about  as  far  as  you  can,  especially  with  the  self- 
employed.  We  feel  that  there  is  a  definite  need  for  more  funds  and 
that  these  funds  should  come  from  an  increase  in  the  wage  base  and, 
as  Congressman  Fogarty  said,  had  we  kept  up  with  the  increase  in 
wage  base  we  would  have  been  over  the  $15,000  mark  now. 

We  urge  that  this  committee  take  strong  action  to  encourage  the 
Secretary  of  Health,  Education,  and  Welfare  to  do  everything  in 
his  power  to  keep  down  hospital  costs.  They  are  skyrocketing  and 
we  feel  that  it  is  high  time  that  the  Public  Health  Service  and  the 
Department  as  a  whole  act  more  vigorously  to  help  keep  down  the 
cost  of  medical  care. 

We  have  done  some  research  on  the  problem  of  adding  out-of -hos- 
pital drugs  to  the  medicare  system.  We  feel  that  the  proposal  that 
assed  the  Senate  last  year  was  a  reasonable  one,  and  one  which  was 
nancially  feasible  if  the  generic  prices  were  included;  and  I  would 
like  to  at  this  time  submit  for  the  committee's  use  a  price  list  of  our 
direct  drug  service  which  gives  the  relative  prices  of  generic  drugs, 
the  most  commonly  used  drugs  by  some  older  people,  and  you  can 
see  from  this  price  list  that  if  we  were  to  use  just  brand  names  doctors 
use  under  the  medicare  program  the  costs  would  be  prohibitive  and 
we  can  assure  they  would  just  keep  right  on  skyrocketing,  so  we  urge 
that  any  program  concerning  drugs  contain  the  provision  about 
generic  price,  reasonable  generic  price. 

Realistically  we  would  have  to  say  that,  while  we  support  very 
strongly  the  concepts  involved  in  Senator  Aiken's  proposal,  if  we  had 
to  choose  between  the  various  benefits  and  an  increase  in  cash  bene- 
fits for  those  on  minimum  social  security  we  would  have  to  favor 
putting  the  money  where  it  will  do  the  most  good  for  the  people  who 
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need  it  most;  namely,  for  the  people  who  are  getting  the  minimum, 
and  we  urge,  if  there  are  choices  that  need  to  be  made,  that  the  low- 
income  persons  be  favored  and  that  the  minimum  be  raised  as  much 
as  possible. 

We  also  urge  that  the  committee  take  into  consideration  how  the 
various  other  Federal  programs,  railroad  retirement,  civil  service 
retirement,  the  State  and  local  civil  service  retirement,  can  be  better 
meshed.  We  have  had  too  much  fallout  from  people  who  worked  and 
have  gotten  some  Government  pension,  or  railroad  pension,  and  some 
social  security  and  by  changes  in  the  law  we  have  found  that  they 
have  lost  out  and  have  been  hurt  even  by  well-meaning  efforts  by 
this  committee ;  so  I  hope  that  you  will  take  into  consideration  these 
various  other  programs  and  mesh  them  more  closely  so  that  no  one 
will  be  hurt  by  increases  made  by  this  committee. 

We  have  gone  through  the  various  amendments.  We  have  here 
what  we  recommend  on  each  of  the  various  amendments  to  the  social 
security  bill.    I  would  like  to  comment  only  on  two. 

One  has  to  do  with  the  general  thing  of  medicare.  I  hope  that 
this  committee  will  keep  in  back  of  its  mind  that  somewhere  down 
the  line  this  committee  will  want  to  consider  the  concept  of  health 
care  for  all  people,  and  this  is  a  recommendation  made  by  our  con- 
vention last  week  and,  incidentally,  all  the  statements  we  have  made 
here  are  based  on  the  recommendations  by  the  Farmers  Union  Con- 
vention which  met  last  week  in  Oklahoma  City. 

Finally,  on  the  public  welfare  amendment,  we  urge  that  the  whole 
public  welfare  picture  be  reviewed  and  reorganized  to  allow  people 
the  opportunity  to  work,  to  allow  most  of  the  people  on  public  as- 
sistance the  opportunity  to  work  their  way  out  of  poverty  by  provid- 
ing programs  of  public  employment,  providing  them  jobs,  perhaps 
scaling  down  the  extent  of  the  work  and  the  nature  of  the  work. 

Many  of  these  people  are  unable  to  compete  in  the  private  sector. 
We  urge  very  strongly  that  every  person,  unless  totally  disabled  or 
physically  disabled,  or  very  old,  or  with  very  young  children,  be 
given  an  opportunity  to  earn  enough  to  bring  themselves  out  of 
poverty. 

As  to  the  balance  of  the  statement,  I  would  like  to  only  add  that 
we  do  support  the  tax  revisions  that  the  administration  has  recom- 
mended concerning  income  taxes. 

Thank  you,  Mr.  Chairman. 

Mr.  Johnson.  That  concludes  our  statement,  Mr.  Chairman. 

The  Chairman.  We  thank  you  very  much  for  bringing  to  us  the 
views  of  your  organization.  We  are  especially  pleased  to  have  you 
with  us. 

Mr.  Broyhill.  Mr.  Chairman. 

The  Chairman.  Mr.  Broyhill. 

Mr.  Broyhill.  I  acknowledge  the  presence  here  this  morning  of  a 
group  of  people  who  possibly  will  be  more  affected  by  this  legislation 
than  anyone  else  present  in  that  they  are  going  to  pay  the  largest  por- 
tion of  the  cost.  The  group  is  the  fifth  grade  class  from  the  Parklawn 
Elementary  School  out  in  Fairfax  County,  Va.,  who  just  came  in  and 
are  standing  in  the  back  of  the  committee  room  visiting  their  Congress 
today.    Mrs.  Kathleen  Bailey,  their  teacher,  is  at  the  left. 
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The  Chairman.  We  appreciate  having  groups  such  as  you  have  in- 
troduced in  the  committee  room. 
Any  questions  of  these  witnesses  ? 
If  not,  we  thank  you  very  much. 
Mr.  Johnson.  Thank  you. 

The  Chairman.  It  is  my  understanding,  Mr.  Chase,  you  and  Mr. 
Young  have  mutually  agreed  to  swap  positions  on  the  calendar  today. 
Is  that  right? 

Mr.  Chase.  That  is  correct. 

The  Chairman.  Without  objection  then  we  will  next  recognize  Mr. 
Whitney  M.  Young.  Mr.  Young,  we  are  pleased  to  have  you  with  us 
this  morning  and  if  you  will  identify  yourself  for  purposes  of  our  rec- 
ord we  will  be  glad  to  recognize  you. 

STATEMENT  OF  WHITNEY  M.  YOUNG,  EXECUTIVE  DIRECTOR, 
NATIONAL  URBAN  LEAGUE,  AND  DR.  KENNETH  CLEMENT 

Mr.  Young.  Thank  you  very  much,  Mr.  Chairman.  My  name,  as  the 
chairman  said,  is  Whitney  Young.  I  am  the  executive  director  of  the 
National  Urban  League.  I  do  want  to  publicly  acknowledge  the  kind- 
ness of  the  chamber  of  commerce  group  in  switching  time  with  me  since 
I  do  have  another  pressing  engagement.  I  want  you  to  know  this  is  not 
unprecedented  for  the  chamber  of  commerce  to  cooperate  with  the  Na- 
tional Urban  League.  I  had  the  pleasure  of  speaking  at  their  executive 
convention  this  year,  but  I  think  it  is  good  to  know  that  a  group  some- 
times called  a  civil  rights  group  has  this  kind  of  cooperative  relation- 
ship with  the  National  Chamber  of  Commerce. 

The  Chairman.  Your  main  office  is  in  New  York  City. 

Mr.  Young.  Yes,  sir. 

The  Chairman.  But  you  reside  here  ? 

Mr.  Young.  No,  New  York. 

The  Chairman.  Oh,  do  you  i 

Mr.  Young.  Yes.  I  will  describe  that  to  you  quickly. 
The  Chairman.  All  right. 

Mr.  Young.  I  wanted  to  also  acknowledge  the  presence  here  for 
moral  support  and  technical  questions  that  might  come  up  a  member  of 
our  board  of  directors,  the  national  board,  Dr.  Kenneth  Clement,  who 
is  a  physician,  surgeon,  from  Cleveland  and  who  later  will  be  testify- 
ing, but  as  a  member  of  our  board  I  wanted  him  present  here  with  me. 

Mr.  Chairman  and  members  of  the  committee,  the  National  Urban 
League  is  a  nonprofit  charitable  and  educational  organization  founded 
in  1910  to  secure  equal  opportunities  for  Negro  citizens.  It  is  non- 
partisan and  interracial  in  leadership  and  staff. 

The  Urban  League  has  affiliates  in  81  cities,  in  31  States  and  in  the 
District  of  Columbia.  It  maintains  national  headquarters  in  New 
York  City,  and  has  regional  offices  in  Akron,  Atlanta,  Los  Angeles, 
New  York  and  St.  Louis  and  a  bureau  in  Washington.  A  professional 
staff  of  some  800  workers,  trained  in  the  techniques  and  disciplines  of 
social  work,  conducts  the  day-to-day  activities  of  the  Urban  League 
throughout  the  country,  with  the  aid  of  more  than  8,000  volunteers, 
who  bring  expert  knowledge  and  experience  to  racial  matters. 
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The  National  Urban  League  is  deeply  grateful  for  your  invitation 
to  appear  before  the  committee  today  in  order  that  we  may  add  to 
your  knowledge  the  information  and  evidence  we  have  accumulated 
over  the  years  as  experts  in  the  area  and  on  the  subject  now  before  you. 

Let  me  say  at  the  outset  the  National  Urban  League  strongly  en- 
dorses and  supports  H.R.  5710  and  all  its  titles.  It  does  not  of  course, 
we  feel,  go  as  far  as  we  would  like  it  to  go  in  terms  of  equalizing  the 
life  chances  of  all  of  our  citizens,  but  it  is  a  positive  step  in  the  right 
direction. 

I  have  also  been  asked  by  the  National  Association  for  the  Advance- 
ment of  Colored  People  and  by  its  national  director,  Mr.  Roy  Wilkens, 
to  be  associated  with  the  Urban  League  statement.  They  are  an  or^ 
ganization  of  over  a  half  million  members  and  1,700  branches  around 
the  United  States  and  they  wish  to  be  associated  with  our  testimony. 

Now,  having  said  this,  let  me  now  simply  ask  with  your  permission 
that  my  formal  testimony,  which  is  filled  with  the  facts  which  docu- 
ment the  need  and  the  Urban  League's  special  concern,  be  made  a  part 
of  the  record  and  then  I  should  like  to  just  talk  briefly  in  another  vein. 

The  Chairman.  All  right.  Without  objection  your  entire  statement 
will  be  made  a  part  of  the  record. 

(The  statement  referred  to  follows:) 

Statement  of  Whitney  M.  Young,  Jr.,  Executive  Director,  National  Urban 

League 

Mr.  Chairman,  Members  of  the  Committee:  My  name  is  Whitney  M.  Young, 
and  I  am  the  executive  director  of  the  National  Urban  League. 

The  National  Urban  League  is  a  non-profit,  charitable  and  educational  orga- 
nization founded  in  1910  to  secure  equal  opportunities  for  Negro  citizens.  It  is 
non-partisan  and  interracial  in  leadership  and  staff.  The  Urban  League  has 
affiliates  in  81  cities,  in  31  states,  and  in  the  District  of  Columbia.  It  main- 
tains national  headquarters  in  New  York  City,  and  has  regional  offices  in 
Akron,  Atlanta,  Los  Angeles,  New  York,  and  St.  Louis,  and  a  bureau  in  Wash- 
ington. A  professional  staff  of  800  workers,  trained  in  the  techniques  and 
disciplines  of  social  work,  conducts  the  day-to-day  activities  of  the  Urban 
League  throughout  the  country,  with  the  aid  of  more  than  8,000  volunteers, 
who  bring  expert  knowledge  and  experience  to  racial  matters. 

The  National  Urban  League  is  deeply  grateful  for  your  invitation  to  appear 
before  the  Committee  today  in  order  that  we  may  add  to  your  knowledge  the 
information  and  evidence  we  have  accumulated  over  the  years  as  experts  in  the 
area  and  on  the  suject  now  before  you. 

The  committee  has  before  it  a  number  of  proposals  to  amend  the  basic  Social 
Security  Act.  We  believe  that  the  United  States  has  come  a  long  way  since 
President  Franklin  D.  Roosevelt  signed  the  first  Social  Security  Act  on  Au- 
gust 14,  1935.  That  first  Act  was  passed  in  response  to  a  need  made  acute  by 
the  national  crisis  of  the  Great  Depression,  when  many  people  of  all  income 
levels  realized  the  need  for  Government  protection  for  those  who  had  been 
unable  to  protect  themselves.  Even  today,  in  the  most  progressive  and  dynamic 
society  in  the  history  of  the  world,  there  are  many  who,  for  reasons  of  educa- 
tion, or  discrimination,  or  prolonged  illness,  or  accident,  require  an  even  greater 
degree  of  social  insurance  from  the  Government. 

The  National  Urban  League  does  not  feel  that  this  is  a  responsibility  that 
any  of  us  should  shrink  from.  It  is,  rather,  an  obligation  that  we  should 
welcome.  Just  over  twenty-six  years  ago,  President  Roosevelt  told  the  Congress, 
and  the  world,  of  the  historic  Four  Freedoms  that  were  the  right  of  mankind 
everywhere — freedom  of  speech  and  worship,  freedom  from  want  and  fear. 
Although  he  spoke  in  the  context  of  a  world  in  conflict,  we  have  since  come 
to  realize  that  the  battles  to  be  won  at  home  are  as  important  to  the  United 
States  as  a  nation  as  the  conflicts  waged  on  foreign  soil. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


1299 


Hence  we  have  Social  Security,  our  welfare  programs,  and  medicare.  No 
obligation  seriously  undertaken  is  lightly  met,  and  a  static  promise  in  a  dynamic 
society  is  one  without  meaning  or  meaningful  consequence.  The  Urban  League 
takes  a  continuing  interest  in  the  welfare  legislation  of  this  Government,  and  a 
continuing  interest  in  seeing  such  legislation  keep  pace  with  the  other  changes 
in  the  United  States. 

That  is  why  I  am  here  today.  Of  the  proposals  before  you,  the  National  Urban 
League  feels  that  the  principles  embodied  in  H.R.  5710  are  the  fairest  and  the 
most  comprehensive,  and  the  bill  is  the  one  that  goes  farthest  toward  meeting 
the  obligations  our  nation  faces.  We  are  in  general  agreement  with  almost  all 
of  its  provisions.  I  am  aware  that  the  proposal — the  Social  Security  Amend- 
ments of  1967 — contains  five  titles,  covering  old-age  and  survivors'  insurance, 
public-welfare  amendments,  child-health  provisions,  general  provisions,  and  tax- 
relief  provisions.    I  shall  take  up  some  of  the  main  ones. 

TITLE  I 

Sections  101  through  107  contain  what  the  National  Urban  League  feels  to 
be  basic  weapons  in  the  war  on  poverty.  We  strongly  recommend  for  the 
consideration  of  the  Committee  the  President's  proposal  for  an  over-all  increase 
of  20  per  cent  in  benefits  for  those  under  the  old-age,  survivors',  disability,  and 
health  insurance.  As  it  is  conceived,  we  believe  the  plan  will  help  those  most 
who  need  help  most — the  ones  now  at  the  lower  end  of  the  spectrum.  The  basic 
minimum  payment  under  our  Social  Security  system  must  be  increased,  and  we 
feel  that  the  proposed  raises — to  $70  from  $44  for  an  individual,  and  to  $105  from 
$66  for  a  family — are  just  and  necessary.  I  think  we  all  realize  just  how  much — 
how  little,  really — one  can  do  with  $44  a  month. 

The  only  question  we  would  raise  about  the  increase  is  this :  Even  at  59  per- 
cent at  the  lowest  end  of  the  scale — from  $44  to  $70,  from  $66  to  $105 — is  it 
enough?  The  people  at  the  very  bottom  of  the  scale  are  there  primarily  because 
their  lifetime  earnings  have  been  low.  The  National  Urban  League  would 
like  to  see  further  steps  taken  to  insure  that  the  United  States  has  not  committed 
itself  to  a  program  that  in  effect  keeps  these  people  at  subsistence  level  or  below. 
The  needs  of  these  people  are  as  great  as  the  need  of  a  man  who  has  been  more 
fortunate.  They  are  no  less  hungry  when  they  do  not  get  enough  to  eat,  and 
no  less  cold  when  they  do  not  have  proper  clothes. 

Yet  the  inescapable  fact  remains,  the  fact  of  a  cruel  and  humiliating  poverty 
too  long  hidden  by  the  statistics  that  masquerade  as  our  awareness  of  a  problem. 
I  want  to  indict  no  one,  but  merely  to  urge  all  of  us  to  look  beyond  the  columns 
of  figures  we  are  all  familiar  with.  The  legislation  to  increase  basic  Social 
Security  payments  will  affect  twenty-three  million  Americans  who  now  rely  on 
such  payments  as  their  major  income.  Five  million  of  these  people — and,  for- 
tunately, these  are  among  the  ones  who  would  benefit  most  from  the  legislation — 
live  in  what  is  more  or  less  statutory  poverty.  Many  of  them  cannot  work, 
and  must  rely  on  whatever  other  aid  they  can  qualify  for.  Yet  we  tell  them  that 
by  law  they  are  entitled  to  get  no  more  than  $44  a  month. 

Along  the  same  lines,  we  firmly  urge  your  thoughtful  consideration  of  Sec- 
tions 102  and  104  of  Title  I — aimed  at  protecting  people  who  through  no  fault 
of  their  own,  perhaps,  do  not  have  that  coverage  that  others  are  entitled  to. 
We  know  that  these  people  would  not  have  chosen  their  position,  had  they  been 
fortunate  enough  to  have  the  choice.  And  again,  we  raise  the  question :  Have 
we  gone  far  enough,  can  we  go  farther,  in  helping  these  people?  I  do  not  want 
to  suggest  the  answers  to  the  Committee,  but  merely  to  attempt  making  a  case 
for  those  who  for  a  variety  of  reasons — lack  of  education  or  opportunity ;  dis- 
crimination; or  others — are  trapped  in  an  old  age  of  continued  poverty  and 
misery. 

I  would  also  like  to  commend  to  the  Committee  Section  106,  which,  in  the  view 
of  the  National  Urban  League,  will  go  a  long  way  toward  increasing  work  incen- 
tives among  our  older  citizens.  Many  of  these  people,  retired  from  their  jobs 
not  by  choice  but  by  policy,  would  rather  work  than  sit  out  their  days  in  frus- 
trating idleness.  While  we  realize  that  such  restrictions  are  necessary  to  a  de- 
gree, we  would  also  like  to  see  whether  the  restrictions  not  only  may  limit  the 
money  a  person  can  receive,  but  also  may  bias  employers  in  their  attitudes 
toward  employing  older  citizens.  A  committee  of  older  citizens,  white  and 
Negro  alike,  could  help  the  Department  determine  the  influence  of  these  restric- 
tions.   Until  we  have  further  information  on  their  effect,  we  fully  support  the 
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easing  of  the  restrictions  in  H.R.  5710,  and  urge  that  the  easing  be  made  manda- 
tory in  all  states. 

Other  provisions  of  Title  I — such  as  those  for  disabled  widows  and  those 
employed  in  agricultural  work — will  in  the  view  of  the  National  Urban  League 
go  a  long  way  toward  making  our  basic  Social  Security  laws  more  equitable  for 
all.  Yet  again,  we  would  counsel  this  in  our  recommendation:  many  of  these 
proposals  are  continuations  of  and  improvements  on  our  obligations,  and  many 
are  starts  toward  meeting  obligations  we  have  overlooked  in  the  past.  Let  us 
make  sure  that  we  have  gone  as  far  as  we  reasonably  can  in  meeting  our  obliga- 
tions of  the  present. 

TITLE  II  AND  TITLE  III 

The  importance  of  the  proposals  under  Titles  II  and  III  cannot  be  overstated, 
in  the  opinion  of  the  National  Urban  League,  because  here  we  are  dealing  not 
only  with  public-welfare  amendments  and  medical-assistance  amendments,  but 
also  with  several  provisions  that  apply  directly  to  children.  We  are  all  familiar 
with  the  wisdom  (from  Euripides)  that  tells  us  the  sins  of  our  fathers  are  visited 
upon  their  children. 

It  is  too  often  the  case,  even  today,  that  the  misfortunes  of  childhood  are 
carried  into  maturity  and  old  age  by  the  children  of  the  poor  and  the  unedu- 
cated. We  have  taken  steps  to  aid  many  of  our  citizens,  but  the  National  Urban 
League  feels  that  a  special  and  strenuous  effort  must  be  made  to  protect  the 
lives  and  health  of  our  children,  particularly  the  unfortunate  few. 

Toward  this  end,  we  recommend  special  efforts  in  the  training  program  in 
Section  204,  and  also  under  Title  IV  of  these  amendments.  We  would  like  to 
see  such  efforts  not  only  broader  but  also  more  broadly  known.  Just  as  im- 
portant to  us  are  the  proposals  for  experimental  and  special  child-welfare 
services  and  the  ones  for  improvement  of  child  health,  under  Title  III.  There 
are  provisions  under  both  Titles  II  and  III — Section  205,  and  Section  306, 
respectively — under  which  the  secretary  might  find  it  feasible  to  study  the  ad- 
verse effects  of  poverty  and  neglect  on  the  nation's  youth. 

It  has  been  said  time  and  time  again  that  the  youth  of  this  nation  are  our 
most  important  resource.  Yet  for  many  reasons — poverty  and  discrimination 
chief  among  them — youth  is  a  resource  that  too  often  goes  undeveloped.  The 
National  Urban  League  would  like  to  see  a  special  effort  made  to  help  children 
whose  greatest  need  is  now.  Because  if  we  allow  such  problems  to  persist,  we 
can  be  sure  that  the  problems  will  be  visited  again  on  ourselves  in  years  to  come. 

Secretary  Gardner  has  already  given  you  some  figures  on  the  money  spent  on 
child  welfare.  Last  year  the  nationwide  figure  was  $400  million,  only  10  per 
cent  of  this  amount  being  Federal  funds.  Personnel  and  training  costs  were 
$142  million,  with  $39  million  from  Federal  funds.  We  support  the  recommen- 
dation that  the  Federal  Government  increase  its  support  for  these  programs, 
and,  as  a  start,  begin  paying  up  to  75  per  cent  of  additional  funds  for  training, 
and  for  personnel. 

Dental-health  programs,  training  programs,  expanded  aid  and  research  for 
the  crippled  child — these  are  not  programs  that  we  undertake  because  we  are 
humanitarian.  These  are  programs  that  we  undertake  because  they  are  essential 
to  the  nation's  future. 

Section  202,  under  Title  II,  shows  us  the  importance  of  special  efforts  in  these 
child-welfare  programs.  The  section  applies  to  more  than  children,  of  course — 
the  elderly,  the  blind,  the  disabled,  and  others  are  also  included.  Were  it  not 
for  the  misery  and  neglect  that  underlies  this  section,  it  would  be  almost  comic 
in  the  fact  that  it  is  necessary. 

For  its  points  up  the  fact  that  there  are  millions  in  this  country  still  confined 
by  law  to  an  existence  of  poverty — an  existence,  for  a  family,  on  an  income  of 
less  than  $3,100  a  year.  Under  the  program  of  support  for  needy  children,  for 
instance,  eight  states  do  not  even  give  the  families  half  of  what  these  states 
themselves  have  determined  as  the  minimum  basic  standard.  In  all,  thirty-three 
states  do  not  meet  their  full  minimum  standard. 

The  picture  of  welfare  payments  is  no  brighter,  when  twenty-seven  states  fail 
to  meet  their  minimums,  and  when,  in  twenty  states,  the  recipient  gets  less  than 
$100  a  month  to  meet  basic  needs. 

What  hope  can  a  dependent  family  have — what  hope  can  a  child  have — when 
denied  decent  food,  or  clothing,  or  a  decent  home?  Where  is  the  logic  of  an  old- 
age  assistance  law  that  allows  a  man  to  receive  $39.20  a  month  in  Mississippi,  or 
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a  welfare  law  that  gives  him  $50  when  it  has  been  decided  that  he  cannot  meet 
basic  needs  on  less  than  $90  a  month? 

In  urging  consideration  of  Section  202  under  Title  II — the  requirement  that 
the  states  meet  full  need  under  our  welfare  laws — I  would  like  to  make  two 
points.  First,  we  should  immediately  insure  that  minimum  basic  need  means 
just  that — what  the  person  requires  and  must  get,  rather  than  what  the  state  is 
willing  to  give  despite  what  it  says.  And  second,  we  should  take  steps  to  deter- 
mine whether  these  minimum  basic  needs  themselves  are  meaningful.  We 
strongly  support  the  President's  proposal  for  an  updating  of  these  standards,  apd 
for  an  annual  review  to  determine  the  need  for  further  change  as  it  arises.  We 
think  it  is  time  now  to  end  an  injustice  that  for  the  most  part  the  poor,  the  dis- 
abled, and  the  elderly  themselves  cannot  stop. 

While  I  am  on  matters  of  enforcement,  let  me  add  a  note  about  a  nagging 
problem.  Some  of  the  states,  in  dispute  with  the  Federal  Government  over  civil- 
rights  laws,  have  pushed  their  conflicts  to  lengths  that  have  meant  the  cutoff 
of  funds  for  various  programs,  including  welfare  programs.  It  is  the  minority 
who  suffers  in  these  disputes — a  minority  already  unable  to  help  themselves, 
that  small  group  whose  voting  power  is  limited.   They  suffer ;  no  one  else. 

The  National  Urban  League  would  like  to  see  steps  taken  to  insure  that  in  these 
conflicts  the  Federal  Government  steps  in  immediately  and  allows  not  one  pay- 
ment to  be  missed,  not  one  old  or  disabled  person  to  suffer.  It  is  bad  enough 
when  hunger  and  deprivation  occur  because  of  social  inequities ;  but  when  th^y 
occur  because  of  expediency,  it  is  criminal. 

On  another  matter,  I  would  like  to  advise  restraint.  This  is  in  Title  II,  Sec- 
tion 220,  of  H.R.  5710.  We  already  know  that  it  is  altogether  too  common  that 
states  do  not  meet  their  basic  needs,  and  that  their  standard  minimum  needs 
under  the  welfare  program  are  often  predicated  on  figures  that  may  be  disas- 
trously out  of  date,  or  woefully  underestimated.  The  National  Urban  League 
feels  that  if  Title  XIX  of  the  medicare  law  is  left  as  it  is  for  the  time  being — 
until  accurate  figures  on  its  functioning  can  be  obtained  over  a  longer  period — 
the  public  will  benefit.  The  proposal  to  cut  off  medical-aid  payments  to  those 
whose  incomes  exceed  by  50  percent  the  highest  income  standards  used  in  deter- 
mining eligibility  under  the  cash-assistance  program  is  not  fair  at  this  time,  we 
feel.  In  many  cases,  it  will  be  self-defeating,  insuring  unintentionally  that  those 
beginning  to  get  their  heads  above  water  for  the  first  time  may  sink  back  beneath 
the  surface  of  poverty. 

We  also  feel  that  Title  IV  of  the  amendments  being  considered  is  of  primary 
importance.  The  problems  of  welfare  are  the  special  concern  of  the  social 
worker,  and  those  engaged  in  social  work,  as  is  the  Urban  League,  are  familiar 
with  a  basic  problem — there  are  simply  never  enough  workers.  The  fact  is  that 
there  are  not  nearly  enough. 

In  1,000  counties  in  the  country,  for  instance,  there  are  no  child-welfare  serv- 
ices, and  in  many  more  counties,  the  services  are  inadequate.  Home-finding 
services  are  not  available  in  many  large  cities,  and  babies  must  remain  in  hospi- 
tals, because  there  is  no  one  other  than  the  public  to  care  for  them.  Such  an 
expense  could  for  the  most  part  be  eliminated  if  there  were  an  adequate  num- 
ber of  social  workers  to  find  homes  for  the  children.  And  many  older  children 
face  a  childhood  in  an  institution.  Why?  Because  they  have  no  social  worker 
to  find  their  parents,  or  to  find  them  a  good  foster  home. 

Section  401,  under  Title  IV,  calls  for  a  $5  million  outlay  in  the  next  fiscal 
year  for  programs  to  train  more  social  workers.  In  future  years,  we  would 
like  to  see  this  amount  doubled,  tripled,  and  tripled  again,  until  we  can  be  sure 
that  there  will  be  a  staff  of  social  welfare  workers  everywhere  adequate  to 
meet  the  problems  of  all  the  people  who  need  help. 

I  would  be  dishonest  if  I  came  before  you  to  plead  a  special  case  for  the 
Negroes  on  this  point,  for  welfare  problems  are  not  Negro  problems  alone,  they 
are  American  problems.  Yet  I  would  like  to  see  the  Welfare  Administration 
make  a  special  effort  to  set  up  programs  for  social  workers  in  institutions  which 
direct  their  efforts  toward  solving  the  health  and  welfare  problems  of  the  ghetto. 
The  problems  that  the  legislation  before  us  deals  with  are,  in  many  cases,  the 
problems  that  have  all  too  often  been  forced  upon  the  American  Negro  Lack  of 
job  opportunity,  lack  of  adequate  housing,  higher  infant  mortality,  and  other 

S^em^these  arceihe  things  that  many  Ne^ro  children  grow  up  with,  the 
things  that  many  of  them  will  combat  with  first-hand  knowledge,  if  we  provide 
the  incentives  for  them  now.  p  e 
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Title  V  we  support  because  we  believe  it  will  remove  some  of  the  inequities 
and  barriers  of  present  tax  law  where  they  most  need  removing — from  the  path 
of  the  elderly,  usually  of  low  income  and  low  earning  power.  It  is  not  only  just 
that,  in  addition  to  giving  them  the  support  they  need  in  other  ways,  we  allow 
them  special  tax  privileges,  and  simplify  the  tax  laws  that  cover  them.  The 
proposals  of  Title  V,  we  understand,  will  reduce  taxes  for  some,  and  eliminate 
them  for  others.  It  is  an  aim  we  thoroughly  endorse. 

There  is  one  more  area  I  would  like  to  get  into  with  the  Committee  today.  It 
is  an  area  that  is  covered  neither  in  present  laws  nor  in  contemplated  legisla- 
tion, to  our  knowledge.  It  seems  to  us  at  the  National  Urban  League  that  just 
about  everybody  is  willing  to  leave  the  business  of  government  to  the  experts 
in  most  cases,  but  that  in  two  areas — foreign  policy  and  social  welfare — just 
about  everybody  can  be  an  expert. 

Of  course,  anybody  seriously  concerned  with  social  problems  knows  that  this 
is  not  the  case,  and  that  constructive  criticism — because  it  requires  an  acquaint- 
ance with  the  facts — is  far  more  difficult  than  destructive  criticism.  Much  of 
the  public,  concerned  over  taxes  and  government  economy,  still  feels  our  social 
programs  to  be  wasteful  and  even  unnecessary.  Those  who  know  the  facts  know, 
on  the  other  hand,  that  such  programs  as  we  are  considering  here  today  are  not 
giant  give-aways,  as  the  more  vocal  of  the  critics  would  have  us  believe,  nor  are 
they  charity  programs.  They  are  basic,  essential,  and  democratic  social 
programs. 

Yet  the  public  seems  ill-informed  about  public-assistance  programs,  to  an 
alarming  degree.  There  simply  is  no  adequate  public-information  program 
aimed  at  countering  the  bad  name  that  our  welfare  activities  have  obtained. 
We  would  like  to  recommend,  therefore : 

One — that  the  Welfare  Administration  begin  a  massive  campaign  to  inform  the 
public,  not  only  of  what  its  programs  do  for  those  benefiting  from  them  now, 
but  also  of  what  they  will  do  for  those  who  may  need  them  in  the  future  but 
may  resent  them  in  the  present. 

Two — that  the  information  staffs  of  all  welfare  agencies  be  increased,  not 
only  in  Washington,  but  in  all  the  regional  offices  as  well,  so  that  new  programs 
can  be  explained  as  the  need  for  them  arises,  and  the  public  can  be  kept  in- 
formed of  the  importance  of  these  programs. 

Three — that  the  Welfare  Administration  begin  a  number  of  special  informa- 
tion activities,  from  holding  seminars  throughout  the  country  for  journalists  and 
public  officials,  to  recruiting  journalism  graduates  into  welfare  work  as  informa- 
tion specialists,  to  financing  information  activities  in  current  welfare  studies  in 
the  nation's  schools. 

Four — we  would  also  like  to  see  a  permanent  and  independent  Citizens  Ad- 
visory Committee,  not  only  to  inform  the  public  of  the  importance  of  social-wel- 
fare programs,  but  also  to  inform  the  Welfare  Administration  about  public  sen- 
timent and  public  need. 

Community  relations,  public  information — the  name  by  which  we  call  it  is 
unimportant.  The  program  itself  is  important,  the  need  for  public  information — 
and  for  an  informed  public — is  real.  The  National  Urban  League  not  only  lends 
its  support  to  such  a  program,  it  will  also  be  glad  to  co-operate  in  any  way  pos- 
sible in  carrying  it  out,  as  we  have  done  in  the  past. 

The  National  Urban  League's  own  recent  experience  with  the  Social  Security 
Administration  demonstrates  the  need  for  such  a  program.  We  helped  to  set  up 
a  seminar  in  Baltimore,  and  invited  editors  and  broadcasters  to  attend  the  two- 
day  program.  The  response  was  enthusiastic,  and  the  question  we  came  away 
with  was  this :  Why  are  such  programs  not  held  regularly,  and  why  not  ex- 
panded?  The  Urban  League  feels  strongly  that  they  should  be. 

I  want  to  thank  you  for  inviting  me  to  present  this  testimony  here  today  in 
behalf  of  the  National  Urban  League,  and  to  say  one  thing  further.  The  prob- 
lems that  we  are  dealing  with  in  this  legislation  are,  in  large  measure,  the  prob- 
lems of  the  old  who  need  our  help,  and  of  the  young  who  need  our  help.  What 
the  Committee  is  considering  is,  as  I  have  said  before,  not  a  beginning  but  a 
continuation,  a  building  block  that  will  provide  a  foundation  for  future  progress. 
I  think  that  the  principles  underlying  H.R.  5710  are  essential  to  give  help  to 
the  young  and  the  old  who  need  that  help. 

We  have  an  obligation,  I  believe,  to  give  all  the  help  we  can  to  those  who  in 
the  past— whatever  their  station— gave  to  us  and  the  future  what  it  was  theirs 
to  give.    We  have  a  special  obligation  not  to  deprive  those  now  who  were  de- 
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prived  by  circumstance  in  the  past ;  for  to  do  that  is  to  fail  our  responsibility 
as  men.  And  greater  still  is  our  obligation  to  the  future — to  the  child.  We  must 
make  sure  that  the  disadvantages  a  child  may  be  born  into  are  not  carried  into 
his  later  life.  Knowing  that  he  has  a  chance,  we  must  give  it  to  him.  Thank  you. 

Mr.  Young.  Thank  you  very  much,  Mr.  Chairman.  I  should  like 
to  take  my  few  minutes  to  describe  what  I  consider  the  opportunity 
which  this  committee  is  uniquely  qualified,  it  seems  to  me,  to  perform 
for  itself,  for  the  Congress,  for  the  country  as  a  whole. 

If  this  bill  and  even  more  liberal  measures  later  that  are  desperately 
needed  are  to  be  enacted  and  accepted  by  the  American  people,  then 
a  major  educational  effort  for  the  whole  country,  it  seems  to  me,  must 
be  made  to  do  several  things. 

I  think  that  there  is  present  in  our  society  today  a  great  number  of 
misunderstandings  and  misconceptions  and  myths,  if  you  will,  about 
programs  such  as  this  legislation  is  designed  to  address  itself  to. 

Specifically,  I  think  the  educational  effort  must  be  made  to  make 
our  citizens  of  the  country  aware  of  the  real  meaning  of  the  social 
security  program,  namely,  that  it  is  to  secure  the  country,  the  system, 
and  not  just  to  help  the  individual,  but  to  insure  the  validity  of  the 
American  concept,  the  Judaeo-Christian  creed,  the  national  historic 
dream. 

Social  security  measures  make  allowances,  it  seems  to  me,  for  past 
inequities  and  for  present  and  future  dislocations  due  to  technological 
and  social  change  which  men  find  themselves  to  be  the  victims  of  re- 
gardless of  their  own  personal  desire.  It  has  little  or  nothing  to  do 
with  their  ability  to  be  thrifty  or  their  own  desires  to  be  self-sufficient. 

Secondly,  it  seems  to  me  this  educational  effort  must  also  include 
some  way  of  helping  the  American  citizen  understand  that  all  men, 
whether  it  be  a  sharecropper  in  a  rural  southern  community,  or  whether 
it  is  a  functional  illiterate  in  Appalachia  or  whether  it  is  a  ghetto 
dweller  in  Harlem,  unless  they  are  physiologically  or  psychologically 
damaged,  desire  to  be  self-sufficient  and  to  be  independent.  They  do 
not  want  a  handout.  They  do  not  want  to  be  on  welfare.  They  do 
not  want  public  assistance. 

Beating  in  the  hearts  of  all  of  these  men,  wherever  you  find  them, 
is  the  same  desire  for  dignity,  and  for  independence,  and  for  freedom. 
I  think  that  there  is  a  great  disservice  done  to  people  of  our  country 
when  there  is  frequent  reference  to  the  fact  that  these  people  are  seek- 
ing a  handout.  There  is  no  evidence  to  show  that  there  are  more  chis- 
elers  among  the  disadvantaged,  the  poor,  those  on  welfare,  than  you 
find  among  the  rich  in  the  handling  of  their  income  tax,  and  I  think 
it  is  an  unfortunate  stigmatizing  of  people. 

I  know  it  sometimes  give  us  a  feeling  of  greater  adequacy  if  we  can 
point  out  tbat  there  are  people  who  desire  to  live  on  welfare,  but  it  is 
not  fair  to  these  people  and  I  think  we  need  to  keep  saying  this  over 
and  over. 

I  would  hasten  to  say  that  man  can  be  made  dependent,  that  by 
giving  too  little  and  too  late  and  by  giving  it  in  such  a  humiliating 
fashion  man  can  reach  the  point  where  he  loses  his  self-respect  and  can 
reach  the  point  of  despair  and  hopelessness  that  he  really  does  not 
give  a  darn.  He  can  become  so  demoralized  that  he  can  become  a  de- 
pendent human  being. 
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This  is  why  this  legislation  is  so  important,  because  it  aims  at 
ridding  itself  of  that  old  means  test  that  people  have  to  go  through 
that  could,  in  fact,  humiliate  a  man  to  the  point  that  he  either  went 
on  welfare  with  the  feeling  of  despair  or  he  stooped  to  steal. 

Third,  I  think  outside  he  needs  help  in  understanding  that  such 
measures  as  are  represented  in  this  bill  represent  not  just  expendi- 
tures, but  more  important  it  is  an  investment.  They  must  know  the 
alternatives  that  citizens  today  who  are  disadvantaged  will  either 
become  constructive,  productive  consumers  or  they  will  be  destructive 
disgruntled  dependents. 

We  will  either  spend  money  and  more  money  and  for  a  longer  time 
on  programs  of  crime  and  welfare,  or  for  a  short  time  we  will  spend 
a  realistic  and  substantial  amount  on  programs  of  prevention  and  pro- 
grams of  rehabilitation. 

We  will  either  decide  in  this  generation  we  are  going  to  rehabilitate 
the  victims  of  our  society  and  make  them  self-sufficient  or  that  in  fact 
we  will  simply  be  perpetuating  the  social  disorganization  that  we  find 
in  many  communities  by  having  their  children  also  grow  up  with  dis- 
advantages and  unequal  opportunities. 

Some  generation  is  going  to  have  to  make  this  sacrifice  as  an  invest- 
ment. When  one  looks  at  the  GI  bill  and  how  this  country  invested 
some  $17  billion,  and  recognizing  that  5  years  ago  more  than  $25 
billion  had  come  back  to  the  country  in  tax  returns  because  the  train- 
ing that  these  men  got  enabled  them  to  get  certain  positions,  you  can 
understand  my  concept  of  investment. 

I  also  think  that  the  country  needs  to  understand  that  people,  in 
the  final  analysis,  are  not  State  citizens.  They  are  citizens  of  the  coun- 
try. I  was  particularly  interested  in  the  questions  which  Congress- 
man Watts  asked  a  few  moments  ago  and  I  would  think  he  would  be 
in  agreement  on  this.  The  poor  are  particularly  a  mobile  group.  We 
have  seen  them  become  dislocated  for  a  variety  of  reasons  and  I  don't 
think  Congressman  Watts  was  suggesting  that  they  relocated  because 
they  were  seeking  to  get  more  welfare,  because  $45  in  Mississippi  is 
more  money  to  work  with  than  $95  in  New  York  and  it  just  isn't 
enough  money  to  encourage  people  to  move,  but  it  seems  to  me  un- 
less we  have  uniform  standards  which  enable  people  to  maintain  some 
uniform  standard  of  living  through  welfare  programs  what  we  are 
doing  is  producing  in  some  States  problems  that  another  State  will 
have  to  take  care  of. 

I  submit  to  you  that  much  of  the  welfare  problems  of  Chicago 
and  of  New  York  today  are  in  fact  due  to  the  inability  to  somehow 
equalize  the  educational  opportunities  through  Federal  subsidy  or 
what  have  you,  and  some  other  States  didn't  have  the  same  resources 
and  the  young  people  who  grew  up  in  those  States  now  today  are 
the  welfare  recipients  in  these  others,  so  I  believe  that  given  the  mo- 
bility, particularly  that  the  poor  enjoy,  we  have  to  begin  to  conceive 
of  citizens  not  as  State  citizens,  but  as  National  citizens. 

These  people  are  also,  unlike  the  past,  not  isolated  and  unaware  of 
the  natural  affluence  of  the  country.  Today  we  do  have  television  and 
we  have  newspapers.  We  have  people  today  who  realize  the  inequity, 
the  difference,  in  their  standard  of  living.  They  are  aware  of  the  fact 
that  they  live  in  a  little  island  of  poverty  amidst  a  sea  of  plenty. 
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They  see  within  blocks  of  them  great  affluence.  They  know  that  our 
country  has  a  gross  national  product  of  some  $750  billion,  so  these 
people  are  more  impatient  and  are  more  likely  to  be  filled  with  bitter- 
ness because  they  are  so  close  and  yet  the  relative  standards  for  them- 
selves and  for  their  children  are  so  different. 

We  should  also  help — I  would  hope  this  committee  would  help  to 
do  this — the  society  understand  that  it  isn't  just  Congressmen  and  wel- 
fare clients  who  get  their  salaries  paid  by  the  Government,  who  are 
subsidized  by  Government.  In  fact,  there  is  hardly  a  business  today 
whose  chief  executive  cannot  trace  some  of  his  own  salary  right  back 
to  the  Federal  Government. 

It  would  be  an  interesting  research  project  to  speculate  or  to  look 
into  what  the  relative  Federal  subsidy  is  to  the  salaries  of  the  execu- 
tives of  the  aircraft  companies,  for  example,  or  to  many  builders  of 
highways  and  homes,  or  of  bankers,  or  our  university  faculty  mem- 
bers. 

It  isn't  just  people  on  welfare  who  get  money  from  the  Govern- 
ment. They  get  a  lot  less,  but  I  think  it  is  important  as  a  part  of  this 
general  education  program. 

Finally,  I  would  like  to  say  to  the  members  of  this  committee  that  I 
am  reminded  of  the  words  of  a  famous  Greek  scholar  who  once  said, 
"I  prefer  the  errors  of  enthusiasm  to  the  indifference  of  wisdom." 

For  a  society  that  has  indulged  itself  for  too  long  a  period  in  excesses 
when  it  comes  to  indifference  and  to  callousness  about  fellow  human 
beings  who  are  more  unfortunate,  I  would  think  that  this  society,  this 
period,  this  generation,  might  indulge  itself  in  an  excess  of  caring  and 
of  doing  for  these  people,  and  if  we  err  let  us  err  on  the  side  of  doing 
too  much  rather  than  doing  what  is  true  historically,  too  little. 

This  is  the  32d  year  since  the  signing  of  the  social  security  legislation 
by  Franklin  Roosevelt.  I  think  his  words  now  are  just  as  significant 
as  they  were  then  when  he  said  that  a  society  in  the  final  analysis  will 
be  judged  great  not  by  how  much  it  gives  to  those  who  already  have, 
but  in  the  final  analysis  it  will  be  judged  great  by  what  it  does  and 
what  it  gives  to  those  who  have  too  little  and  who  do  not  have  it  all. 

It  is  in  that  spirit  that  I  think  this  committee,  given  its  wealth  of 
experience,  given  the  benefit  of  all  of  the  people  who  testify  before  it, 
given  your  own  individual  sensitivities,  has  both  the  tragic  privilege, 
but  you  have  also  a  magnificent  opportunity,  and  I  would  hope  very 
much  that  this  committee  would  accept  this  kind  of  challenge  and 
opportunity. 

Thank  you  very  much,  sir. 

The  Chairman.  We  want  to  thank  you,  Mr.  Young,  for  your  very 
fine  statement.  You  are  a  very,  very  persuasive  advocate. 
Mr.  Young.  Thank  you. 

The  Chairman.  We  do  appreciate  your  coming  to  the  committee 
and  giving  us  the  views  of  the  National  Urban  League,  as  well  as  you, 
Dr.  Clement.  We  appreciate  your  being  with  him. 

Are  there  any  questions  ? 

Thank  you  very  much. 

Mr.  Young.  Thank  you,  sir. 

The  Chairman.  Mr.  Henkel,  do  you  want  to  precede  Mr.  Chase,  or 
do  you  want  to  follow  Mr.  Chase  ? 
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STATEMENT  OF  PAUL  P.  HENKEL,  CHAIRMAN,  SOCIAL  SECURITY 
COMMITTEE,  COUNCIL  OF  STATE  CHAMBERS  OF  COMMERCE; 
ACCOMPANIED  BY  WILLIAM  BROWN,  ASSOCIATE  RESEARCH 
DIRECTOR 

Mr.  Henkel.  It  makes  no  difference,  sir. 

The  Chairman.  You  may  do  it  either  way,  whichever  way  the  two 
of  you  decide. 

You  are  Mr.  Henkel. 

Mr.  Henkel.  I  am  Mr.  Henkel,  sir. 

The  Chairman.  If  you  will  identify  yourself  for  our  record  by  giv- 
ing us  your  name,  address,  and  capacity  in  which  you  appear  we  will  be 
glad  to  recognize  you,  sir. 

Mr.  Henkel.  My  name  is  Paul  Henkel.  I  am  manager  of  payroll 
taxes  of  Union  Carbide  Corp.  in  New  York.  I  am  also  chairman  of  the 
Social  Security  Committee  of  the  Council  of  State  Chambers  of  Com- 
merce. 

The  Chairman.  We  are  pleased  to  have  you  with  us  today. 

Mr.  Henkel.  Thank  you,  Mr.  Chairman.  I  have  a  rather  lengthy 
statement  which  has  been  prepared  and  made  available  to  you.  I 
would  like  in  the  interest  of  time  to  request  that  the  statement  as  a 
whole  be  made  a  part  of  the  record. 

The  Chairman.  Without  objection  it  will  be  included  in  our  record. 

(The  statement  referred  to  follows :) 

Statement  of  Paul  P.  Henkel  on  Behalf  of  Member  State  Chambers  of  the 
Council  of  State  Chambers  of  Commerce 

summary  of  statement 

1.  The  increased  cost  of  living  justifies  some  overall  benefit  increase,  especially 
since  inflationary  governmental  policies  have  been  a  major  contributing  factor  to 
the  increased  cost  of  living.  The  soundness  of  the  social  security  program  can 
best  be  protected  through  periodic  Congressional  review  rather  than  relying  on 
an  automatic  formula  to  increase  benefits  which  may  not  work  out  as  anticipated. 

2.  The  benefit  and  tax  increases  proposed  in  H.R.  5710  are  clearly  excessive. 
An  increase  of  no  more  than  8%  would  be  necessary  to  compensate  for  the  in- 
creased cost  of  living  and  this  could  be  financed  by  present  tax  schedules. 

3.  The  medium  4-quarter  earnings  of  a  male  worker  is  an  appropriate  measure 
of  the  maximum  amount  of  wages  to  be  used  for  tax  and  benefit  purposes. 
Projections  of  this  figure  indicate  that  the  present  $6,600  wage  base  will  not  be 
reached  until  1973.  If  additional  financing  is  needed  now  it  can  best  be  ob- 
tained through  an  increase  in  tax  rates  rather  than  the  taxable  wage  base. 

4.  Great  care  should  be  taken  in  revising  benefit  and  tax  provisions  so  as  to 
avoid  endangering  the  contributory,  wage  related  principles  of  the  program 
whereby  benefits  are  paid  as  a  matter  of  right.  Enactment  of  H.R.  5710  as  pro- 
posed would  soon  force  consideration  of  general  revenue  financing  which  would 
undermine  these  basic  principles  that  have  contributed  so  greatly  to  the  ac- 
ceptance and  popularity  of  the  program. 

5.  Proposed  revisions  in  taxing  retirement  income  could  cause  serious  problems 
for  industrial  trusteed  and  insured  retirement  plans  under  which  the  tax-free 
element  of  social  security  benefits  has  been  an  important  consideration  in  plan- 
ning future  income. 

6.  The  proposal  for  additional  Federal  welfare  standards  to  be  imposed  upon 
the  States  is  contrary  to  much  of  the  thinking  as  to  the  direction  our  "Creative 
Federalism  System"  should  take.  A  "block"  grant  approach  would  be  worthy 
of  serious  consideration  rather  than  going  further  down  the  same  old  road  of 
more  Federal  controls. 
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Mr  Chairman  and  members  of  the  Committee  on  Ways  and  Means,  my  name 
is  Paul  Henkel.  I  am  Manager  of  Payroll  Taxes  of  Union  Carbide  Corporation, 
New  York.  I  am  Chairman  of  the  Social  Security  Committee  of  the  Council  of 
State  Chambers  of  Commerce  and  I  am  appearing  on  behalf  of  all  but  a  few 
of  the  member  State  Chambers  of  the  Council.  Accompanying  me  is  Mr.  William 
R.  Brown,  the  Associate  Research  Director  of  the  Council.  The  statement  that 
we  wish  to  present  with  respect  to  the  proposals  to  amend  the  Social  Security 
Act  and  the  Internal  Revenue  Code  of  1954  has  the  endorsement  of  the  State 
Chambers  of  Commerce  which  are  listed  at  the  end  of  our  statement. 

We  thank  the  Committee  for  the  opportunity  to  appear  at  this  public  hearing 
on  a  matter  of  such  broad  scope  and  importance.  In  addition  to  our  prepared 
statement,  we  submit  for  the  record  supporting  data  identified  as  Exhibits  I  to 
IV,  inclusive.  Exhibit  I  is  a  statement  of  the  Council's  current  social  security 
policy  and  includes  supporting  discussions  relating  to  benefit  amounts,  the 
taxable  wage  base,  and  financing  social  security  in  general.  Exhibits  II  to  IV 
are  charts  and  tables  which  are  referred  to  in  my  statement. 

Social  security  benefits 

We  recognize  that  the  increased  cost  of  living  justifies  some  overall  benefit 
increase,  especially  since  inflationary  governmental  policies  have  been  a  major 
contributing  factor  to  that  increased  cost  of  living.  But  a  general  increase  in 
social  security  benefits  of  not  more  than  8%  will  compensate  for  the  cost-of- 
living  increase. 

We  support  a  continual  Congressional  review  of  the  adequacy  of  benefits  as 
is  now  being  undertaken.  Thus,  we  see  no  need  for,  and  we  question,  the  de- 
sirability of  creating  an  automatic  escalator  of  benefits  tied  to  the  cost-of-living 
index.  The  soundness  of  the  social  security  program  can  best  be  protected 
through  periodic  Congressional  review  rather  than  relying  on  an  automatic 
formula  which  may  not  work  out  as  anticipated. 

Great  care  should  be  taken  in  revising  social  security  benefits  to  avoid  violat- 
ing the  principle  that  benefits  should  be  related  to  wages  under  a  moderate,  iden- 
tifiable, formula.  That  principle  has  in  large  measure  contributed  to  the  great 
public  and  political  acceptance  of  the  program.  In  this  connection  we  believe 
the  increases  in  the  minimum  benefits  as  proposed  in  Sections  101,  102,  and 
104  of  H.R.  5710  are  excessive  and  violate  that  principle. 

We  question  the  continued  advisability  of  using  the  social  security  program 
to  extend  and  liberalize  benefits  to  special  groups  who  have  had  virtually  no 
prior  covered  employment  and  earnings  history  and  who  have  paid  virtually  no 
social  security  tax  whatsoever.  We  do  not  recommend  against  further  financial 
aid  to  these  groups — rather  we  suggest  that  other  mechanisms  and  other  pro- 
grams be  used. 

Health  insurance  benefits 

The  proposals  of  Sections  125  through  131  of  H.R.  5710  to  extend  at  this  time 
the  scope  of  health  insurance  under  the  social  security  program  are  premature. 
It  is  apparent  that  confusion  already  abounds  in  the  existing  program.  We 
believe  that  it  would  be  more  appropriate  to  concentrate  on  making  that  program 
more  efficient.  Medicare  for  the  aged  has  been  in  effect  for  less  than  one  year. 
This  is  insufficient  time  to  evaluate  the  administrative  requirements  and  costs  of 
this  new  program.  Until  we  know  where  we  are  headed,  further  extension  of 
this  Medicare  program  to  new  groups  should  be  avoided. 

Benefits  in  general 

On  the  broad  subject  of  social  security  coverage  and  benefits,  we  wish  to  make 
some  general  observations  concerning  unmet  needs.  The  matter  of  identifying 
them  has  always  been  easy ;  however,  their  scope  and  the  appropriate  course  of 
action  to  fulfill  them  has  always  been  a  matter  of  serious  contention.  We  are  of 
the  opinion  that  it  is  not  possible  to  fulfill  every  need  immediately.  Haste  and 
undue  expansion  of  social  welfare  programs  of  all  types  can  ultimately  destroy 
the  efficacy  of  such  programs.  We  believe  that  this  is  particularly  true  of  our 
social  security  program. 

Some  critics  of  our  progress  in  social  insurance  are  prone  to  point  to  the  seem- 
ingly greater  progress  made  in  other  nations.  We  reject  the  argument  thaFother 
nations  have  done  far  more  than  we  have  in  meeting  the  needs  of  their  peoples. 
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We  would  point  out  that  much  of  these  nations  progress  in  social  insurance 
would  not  have  occurred  without  the  general  aid  extended  them  in  the  past  by  our 
own  taxpayers.  We  would  ask  whether  the  other  nations  have  so  many  varied 
needs  and  have  done  as  much  as  we  have  to  meet  all  of  them?  Our  concern  in 
social  security,  only  one  of  many  unmet  needs,  is :  can  our  economy  afford  the 
proposals  in  H.R.  5710?   It  is  our  belief  that  it  cannot. 

Social  security  financing 

The  taxable  wage  base 

We  are  opposed  to  the  proposal  in  Section  107  of  H.R.  5710  to  increase  the  tax- 
able wage  base  to  $7,800  in  1968,  to  $9,000  in  1971,  and  to  $10,800  in  1974.  As 
you  know,  the  taxable  wage  base  was  increased  by  $1,800  in  1966.  Prior  in- 
creases occurred  in  $600  amounts,  first  in  1951  and  again  in  1955  and  in  1959.  The 
1955  and  1959  increases  occurred  in  four-year  spans.  The  $1,800  increase  in 
1966 —  a  tripling  of  the  $600  amount — occurred  in  a  seven-year  span.  Now  it  is 
proposed  that  Congress  mandate  a  $1,200  increase  within  a  two-year  span,  a 
further  $1,200  increase  in  a  three-year  span,  and  a  $1,800  increase  in  a  succeeding 
three-year  span.  All  in  all,  there  would  be  a  $4,200  increase  in  the  taxable  wage 
base.  This  would  be  a  63%  increase  in  only  an  eight-year  span.  The  amount  and 
velocity  of  this  proposed  increase  is  greatly  excessive. 

There  is  attached  as  Exhibit  II  a  table  displaying  the  effect  of  prior  Congres- 
sional amendments  affecting  the  maximum  yearly  employee  tax.  The  data  in 
Exhibit  II  are  portrayed  in  graph  form  in  Exhibit  III.  The  data  highlight  the 
past  trend  in  the  yearly  maximum  employee  tax  and  also  in  the  scope  of  the  pro- 
posed increase.  This  graph  shows  that  the  proposed  increase  far  exceeds  past 
increases  and,  in  this  instance,  is  almost  wholly  attributable  to  the  increase  in  the 
taxable  wage  base.  The  increase  in  the  taxable  wage  base,  of  course,  results  in 
a  further  and  more  accelerated  shift  of  the  social  security  tax  burden  to  the 
middle  income  taxpayer-employee. 

The  fact  that  the  maximum  taxable  wage  base  in  1935  covered  a  higher  propor- 
tion of  earnings  than  the  present  base  is  not  a  compelling  argument  that  the  same 
relationship  should  prevail  today.  In  1935  the  system  was  merely  beginning  and 
it  was  necessary  to  build  up  in  a  short  time  a  fund  of  sufficient  size  to  provide 
benefits  when  they  were  to  become  payable.   Such  is  not  the  situation  today. 

We  respectfully  call  your  attention  to  the  table  attached  to  Exhibit  I  which 
projects  the  median  4-quarter  annual  earnings  of  a  male  worker  through  the 
year  1980.  You  will  see  that  the  projected  figures  will  not  equal  $6,600  until  1973. 
We  believe  that  this  measure — the  median  4-quarter  annual  earnings  of  a  male 
worker — is  an  appropriate  measure  of  the  limit  on  wages  used  for  tax  and  benefit 
purposes.  Using  this  measure  as  a  cut-off  point  for  taxability,  the  cut-off  point 
would  be  based  on  the  wages  of  employees  in  the  labor  market  on  a  full-time  basis 
and  would  be  at  a  level  at  which  one-half  of  such  workers  would  be  earning  less 
than  this  amount  and  one-half  would  be  earning  more. 

The  argument  has  been  made  that  the  taxable  wage  base  increase  avoids  im- 
posing further  taxes  on  low  income  groups.  This,  of  course,  is  true.  It  is  also 
urged  that  increasing  the  taxable  wage  base  provides  a  basis  for  increased  bene- 
fits for  higher  income  groups.  We  question,  however,  whether  the  increase  in 
benefits  for  this  latter  group  is  worth  the  additional  taxes  they  and  their  em- 
ployers must  pay. 

The  proposed  dollar  increase  in  benefits  for  the  higher-paid  employees  ap- 
pears to  be  substantial ;  however,  the  increase  in  the  benefit-wage  replace- 
ment at  the  ultimate  maximum  benefit  level  of  $288  per  month  is  not.  Under 
the  existing  law,  it  is  an  18.7%  replacement ;  and  under  the  proposal,  it  would 
be  a  32%  replacement  of  prior  earnings.  This  is  hardly  justified  by  the 
added  tax  cost  involved.  To  illustrate:  assume  a  career  span  of  44  years 
beginning  in  1974  at  the  maximum  taxable  earnings.  This  will  provide,  in 
the  year  2019,  an  increase  of  $120  per  month  for  a  single  person  or  $126  per 
month  for  a  married  couple.  Under  H.R.  5710,  the  additional  combined  em- 
ployer-employee monthly  tax  would  be  $36.46  for  each  month  during  the  44- 
year  span.  This  would  be'  an  added  accumulated  tax  cost  of  $19,251.  This 
accumulation  at  4%  interest  could  provide  a  single  life  annuity  at  age  65 
of  $523.48  per  month  (in  contrast  to  $120  per  month)  or  a  joint  and  survivor 
annuity  at  age  65  of  $468.63  per  month  during  the  joint  life  (contrasted  to 
$126  per  month)  and  $234.31  per  month  for  the  life  of  the  survivor. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


1309 


Notwithstanding  the  indeterminable  value  of  dependency,  disability,  and 
survivor  benefit  coverage,  the  foregoing  illustration  suggests  that  the  savings 
and  insurance  aspects  of  social  security  may  become  far  less  attractive  to 
employees  in  the  future. 

We  reiterate  our  longstanding  position  that  if  it  is  necessary  to  finance  any 
additional  benefit  costs,  it  should  be  done  through  an  increase  in  the  tax  rates 
rather  than  through  an  increase  in  the  taxable  wage  base.  Consistent  with  our 
postion  with  respect  to  benefit  increases,  we  do  not  believe  that  the  limit  on 
social  security  taxable  wages  should  be  raised  at  this  time. 

General  revenue  financing 

We  are  of  the  opinion  that  the  scope  of  benefit  and  tax  increases  proposed 
in  H.R.  5710  would  hasten  the  day  when  we  would  be  forced  to  consider  some 
measure  of  general  revenue  financing  of  social  security  benefits.  For  this 
reason  we  wish  to  comment  on  this  financing  concept. 

We  feel  that  the  general  popularity  of  the  social  security  program  has  been 
attributable  in  large  measure  to  the  contributory,  wage  related  principles  of 
the  program  whereby  benefits  are  paid  as  a  matter  of  right.  The  contributory 
payroll  tax  system  has  been  an  effective  barrier  to  prior  excessive  liberalization 
and  is  essential  if  the  benefiit-wage  relationship  principle  is  to  be  preserved. 

The  general  revenue  financing  concept  is  not  new — it  was  considered  by 
the  original  planners  in  1935,  but  it  was  rejected  by  President  Roosevelt  and 
the  Congress.  In  earlier  days  some  planners  argued  that  the  time  would  come 
when  current  annual  social  security  tax  revenues  would  be  insufficient  to  meet 
current  annual  benefit  costs.  At  that  point  in  time,  the  Government  would 
begin  to  contribute  general  tax  revenue  appropriations  to  meet  annual  deficits. 
Some  of  the  early  planners  felt  that  ultimately,  employers,  employees,  and  the 
Government  would  each  bear  one-third  of  the  benefit  cost. 

The  enactment  of  H.R.  5710  as  proposed  would  soon  force  consideration  of 
the  issue  of  general  revenue  financing.  We  are  certain  that  general  revenue 
financing  would  spur  further  attempts  to  liberalize  benefits  excessively.  We 
are  apprehensive  that  it  would  seriously  undermine  the  program. 

It  is  argued  that  this  type  of  financing  should  be  used  to  fund  "accrued  social 
security  past  service  costs" — that  is,  the  benefits  paid  to  retirees  who  with 
their  employers  have  not  contributed  enough  taxes  to  pay  for  their  own  benefits. 
It  is  also  argued  that  this  type  of  financing  should  be  used  to  pay  for  that  por- 
tion of  increases  in  benefits  which  has  been  attributable  to  inflationary  pres- 
sures. We  disagree  with  these  arguments  and  we  contend  that  current  benefit 
costs,  regardless  of  the  amount  or  theoretical  basis,  are  a  charge  against  cur- 
rent productivity — the  employers  and  employees — and  must  be  paid  currently. 
We  firmly  believe  that  the  social  security  program,  to  the  greatest  degree 
possible,  must  contain  benefit  costs  within  the  limits  of  its  own  tax  poten- 
tial. 

The  seemingly  persuasive  points  are  made  that  general  revenue  financing 
will  permit  increases  in  benefits  for  low  income  groups  without  increasing 
their  tax  burden  and  that  it  will  reduce  old  age  assistance  and  welfare  costs. 
We  wish  to  emphasize  that  the  benefit  costs  of  all  types  of  social  welfare 
programs  have  to  be  paid  by  somebody's  taxes.  General  revenue  financing 
could  be  expected  to  shift  a  greater  portion  of  the  income  tax  burden  to  middle 
income  and  high  income  taxpayers,  and  to  business  and  industry.  This  we 
oppose  for  the  compelling  reason  that  it  would  stimulate  and  intensify  a  clash 
between  income  groups.  The  groups  receiving  benefits  at  little  or  no  cost  would 
exert  maximum  political  pressure  for  more  benefits,  whereas  the  groups  paying 
the  greater  volume  and  amount  of  taxes  would  react  in  opposition.  Certainly 
the  Congress  would  not  wish  to  see  this  happen.  Thus  we  urge  that  nothing 
be  done  to  diminish  the  effectiveness  and  popularity  of  the  present  payroll 
tax  financing  mechanism  of  the  social  security  program. 

The  combined  effect  of  social  security  and  income  tax  increases 

It  is  our  contention  that  social  security  taxation  should  not  be  considered  by 
itself  but  must  be  considered  in  light  of  other  existing  and  proposed  tax  burdens. 
It  is  apparent  that  the  proposed  social  security  and  Federal  income  tax  increases, 
as  well  as  any  general  revenue  financing,  will  have  the  most  adverse  effect  on 
middle  income  taxpayers.  The  most  recent  public  information  available  (1964) 
shows  that,  there  are  approximately  16  million  taxpayers  with  taxable  incomes 
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of  $5,000  to  $20,000.  This,  we  believe,  is  a  range  of  income  which  would  identify 
middle  income  taxpayers. 

We  have  attached  exhibit  IV,  a  two-page  table  which  compares  for  both  a 
single  taxpayer  and  a  married  taxpayer  with  four  exemptions  the  combined 
effect  of  social  security  and  income  tax  at  varying  levels  of  taxable  income  rang- 
ing from  $5,000-$20,000.  We  have  shown  the  combined  tax  effect  in  1960,  in 
1964  when  the  first-step  income  tax  reduction  was  effective,  and  in  1966  when 
the  second-step  income  tax  reduction  and  the  new  $6,600  social  security  taxable 
wage  base  were  effective.  Considering  social  security  tax  increases  and  income 
tax  temporary  surcharges  also  being  proposed,  we  then  have  shown  the  difference 
in  combined  taxes  as  scheduled  and  as  proposed  in  1967,  1968,  1971,  and  1974. 

The  summary  of  exhibit  IV,  page  2,  shows  the  expected  reduction  of  com- 
bined taxes  in  1964  and  the  continued  and  greater  reduction  of  combined  taxes 
in  1966— despite  the  substantial  increase  in  the  social  security  tax  in  that  year. 

The  summary  also  shows  that— 

(1)  the  increase  in  combined  taxes  proposed  for  1968  will  cause  taxpayers 
with  taxable  incomes  of  $5,000  to  $7,000  to  pay  approximately  the  same  or 
more  taxes  than  they  did  in  1960,  and  will  reduce  substantially  the  effect 
of  prior  income  tax  reductions  for  taxpayers  with  taxable  incomes  of  $7,000 
to  $20,000 ; 

(2)  the  1971  proposed  social  security  tax  increase  is  less  than  the  elim- 
inated 6%  income  tax  surcharge  and  the  effect  of  prior  income  tax  reduc- 
tions is  somewhat  restored — however,  taxpayers  with  taxable  incomes  of 
$5,000  to  $7,000  will  pay  more  taxes  than  they  did  in  1960 ; 

(3)  the  1974  proposed  social  security  tax  increase  further  reduces  the 
effect  of  prior  income  tax  reductions  for  taxpayers  with  taxable  incomes 
over  $11,000  to  $12,000,  and,  more  important,  causes  taxpayers  with  taxable 
incomes  from  $5,000  to  $11,000  to  pay  more  taxes  than  they  did  in  1960. 

These  comparisons  show  the  shifting  of  the  social  security  tax  burden  further 
upon  the  middle  income  taxpayer  group. 

We  believe  this  Committee  will  agree  that  the  middle  income  taxpayer  group 
represents  a  very  significant  segment  of  our  nation's  productivity — the  skilled 
production  and  office  workers,  the  foremen,  the  administrative,  technical,  pro- 
fessional and  executive  personnel.  These  are  the  people  who  pay  their  own 
way  without  help — they  have  no  free  services  or  financial  aid.  These  are  the 
people  who  pay  the  bulk  of  taxes  which  finance  Government  benefits  for  the 
less  fortunate. 

We  submit  that  the  popularity  and  general  acceptance  of  the  social  security 
program  already  may  have  begun  to  wane  among  this  group.  One  way  to  hasten 
and  promote  such  a  change  in  attitude  is  to  legislate  excessive  benefit  increases 
with  their  attendant  tax  costs. 

We  would  also  suggest  that  this  Committee  consider  the  impact  of  state  and 
local  taxation  upon  middle  income  taxpayers  in  considering  any  Federal  tax 
increases.  It  is  common  knowledge  that  both  state  and  local  tax  and  spending 
have  been  rapidly  expanding  in  the  last  decade.  Neither  has  reached  its  maxi- 
mum point. 

The  impact  of  H.R.  5710  on  younger  employees 

H.R.  5710,  if  enacted,  would  take  away  a  greater  portion  of  disposable  or  dis- 
cretionary income  of  the  employees  in  future  generations.  As  we  indicated 
before  and  wish  to  reiterate  here,  it  is  not  fair  to  consider  social  security  taxes 
in  a  vacuum  nor  is  it  fair  to  commit  our  young  people  to  so  large  a  specific  tax 
burden.  What  we  have  said,  too,  with  respect  to  the  burden  of  other  taxes 
applies  with  greater  emphasis  to  the  prospects  of  our  young  people. 

It  has  been  stressed  that,  although  the  younger  employee  will  pay  more  taxes, 
the  increase  in  his  tax  will  be  enough  to  cover  the  increase  in  his  own  benefits 
(the  primary  insurance  amount).  What  has  been  left  unsaid  is  that  the  equiv- 
alent employer  tax  is  used  to  cover  collateral  benefits  and  to  provide  benefits 
for  other  persons.  Who  can  say  that  this  will  be  agreeable  to  the  future  gen- 
erations of  employees?  Who  can  say  that  they  are  or  will  be  sympathetic  to 
the  current  attempts  to  make  the  social  security  program  more  welfare  oriented? 
Who  can  say,  in  complete  disregard  of  the  inexorable  growth  of  other  tax  bur- 
dens, that  they  will  be  able  to  afford  this  specific  tax  burden  ? 

Although  the  increase  in  social  security  taxes  is  stressed  as  a  "quid  pro  quo" 
for  increased  benefits,  the  average  person,  especially  the  younger  person,  is  not 


SOCIAL  SECURITY  AMENDMENTS  OF  1967  1311 


fully  aware  of  the  progressive  nature  of  the  social  security  benefit  schedule. 
A  20-year-old  in  1968  will  be  entitled  to  $288  a  month  in  2013,  but— 

a  30-year-old  in  1968  will  be  entitled  to  only  $268  a  month  in  2003 ; 
a  40-year-old  in  1968  will  be  entitled  to  only  $237  a  month  in  1993. 
Again  we  raise  the  question  whether  this  will  be  worth  the  combined  tax  cost. 

Who  can  vouch  that  $288  per  month  will  be  adequate  in  terms  of  living  costs 
in  2013?  Who  can  vouch  that  $288  per  month  will  represent  an  appropriate 
wage  replacement  at  that  time? 

Although  future  increases  in  scheduled  benefits  and  even  further  tax  increases 
seem  to  be  inevitable,  we  feel  that  these  judgments  should  be  left  to  the  future 
generations  and  their  representatives. 

We  believe  it  should  be  made  eminently  clear  to  the  younger  employees  that 
the  increased  social  security  taxes  they  will  be  called  upon  to  pay  now  are  to 
be  used  to  provide  benefits  to  the  currently  retired  persons.  Their  taxes  will 
not  be  used  to  purchase  their  own  benefits  in  the  future.  We  feel  sure  that  if 
this  were  properly  understood,  the  young  people  of  today  would  conclude,  as  we 
do,  that  H.R.  5710  goes  too  far  too  fast. 

The  impact  of  H.R.  5710  proposals  on  business  awd  industry 

It  should  be  apparent  that  the  proposed  increase  in  the  taxable  wage  base 
would  fasten  the  greatest  burden  of  increased  social  security  taxes  on  those 
firms  which  have  a  substantial  number  of  highly  paid  employees.  To  this  extent 
we  feel  that  a  penalty  is  being  levied  for  compensating  employees  adequately. 

The  increase  in  the  taxable  wage  base  to  $6600  last  year  caused  a  significant 
increase  in  employer  social  security  tax  costs.  It  is  a  fair  statement  that  the 
business  community  is  stunned  by  the  proposed  further  increases  and  is  generally 
opposed  to  them. 

We  wish  to  mention  the  restraints  urged  upon  business  and  industry  to  hold 
prices  steady  and  the  long  existing  cost-price  squeeze  that  has  been  accentuated 
in  fourth  quarter  1966  business  reports.  We  then  pose  the  question:  "Who 
will  bear  the  increased  employer  social  security  tax  cost?"  As  far  as  we  can 
determine,  we  believe  it  will  most  likely  be  borne  by  the  employer  in  the  form 
of  reduced  earnings.  We  would  hasten  to  add  that  reduced  earnings  are  not 
an  inducement  to  business  expansion  and  creation  of  jobs. 

We  wish  to  mention,  too,  the  concern  expressed  by  many  businessmen  that 
some  tax  and  social  security  planners  seem  to  be  working  toward  the  objective 
of  replacing  private  retirement  and  pension  plans  with  a  single,  overall,  social 
security  program.  In  this  respect  we  have  only  to  point  (1)  to  the  recent 
Internal  Revenue  Service  proposal  to  revise  the  tax-qualifying  requirements  for 
integrating  private  plans  with  social  security,  and  (2)  to  the  proposals  to  pro- 
vide more  Federal  control  over  such  plans.  As  to  the  first  point,  there  was  the 
considerable  protest  by  employers  against  the  Internal  Revenue  Service  pro- 
posed guidelines  governing  integration.  This  caused  the  adoption  of  temporary 
and  less  stringent  rules  and  made  further  study  necessary.  It  would  seem  that 
a  further  increase  in  the  taxable  wage  base  would  be  inadvisable  until  the  guide- 
lines governing  integration  are  clarified  and  made  more  equitable. 

Certainly  the  proposals  in  H.R.  5710,  though  not  as  extreme  as  S.  1009,  could 
dissuade  many  employers  from  improving  their  private  plans.  Private  plans 
integrated  with  social  security  ultimately  could  be  forced  to  provide  greater 
retirement  benefits  for  the  lower-paid  employees  at  the  expense  of  reducing 
benefits  for  the  higher-paid  employees.  The  combined  cost  of  non-integrated 
private  plans  and  rising  social  security  taxes  could  become  so  burdensome  on 
employers  that  such  plans  might  have  to  be  discontinued.  This,  we  submit,  was 
not  the  original  intention  of  the  social  security  program.  This,  we  submit,  is 
inequitable. 

Federal  income  tax  changes  proposed  by  H.R.  5710 

We  are  much  disturbed  by  the  proposals  to  repeal  the  existing  retirement 
income  credit  and  the  extra  $600  exemption  now  allowed  to  persons  age  65  or 
more,  and  the  proposals  to  tax  social  security  benefits  while  providing  a  new 
exemption  for  the  elderly.  Clearly,  this  is  an  attempt  to  shift  the  tax  burden 
so  that  retired  persons  with  higher  incomes  would  finance  a  tax  reduction  for 
lower  income  retirees. 

We  surmise  that  these  proposals  could  cause  serious  problems  in  existing 
industrial  trusteed  and  insured  retirement  plans  under  which  the  tax-free  element 
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of  social  security  benefits  has  been  an  important  consideration  in  planning  future 
income.  Similar  problems  could  arise  in  connection  with  retirement  plans  for 
proprietors  and  professional  people.  As  a  corollary,  new  plans  including  social 
security  benefit  considerations  would  seem  to  be  far  less  attractive.  We  urge 
this  Committee  to  weight  these  proposals  most  carefully  as  they  appear  to 
be  inconsistent  with  prior  Congressional  actions  to  spur  the  growth  of  private 
retirement  plans. 

Public  assistance  standards 

The  proposals  contained  in  H.R.  5710  to  impose  additional  Federal  standards 
upon  the  states  in  regard  to  their  public  welfare  programs  is  contrary  to  much 
of  the  thinking  as  to  the  direction  our  "Creative  Federalism  System"  should 
take.  More  and  more  attention  is  being  given  to  replacing  the  categorical  aid 
programs  and  their  extensive  Federal  controls  with  so-called  "block"  grants 
involving  fewer  controls. 

Congress,  took  some  initial  steps  towards  the  block  grant  procedure  by  re- 
placing categorical  public  health  grants  with  comprehensive  grants  that  are 
designed  to  give  the  states  greater  flexibility  in  meeting  their  respective  public 
health  needs.  This  was  done  in  the  Comprehensive  Public  Health  Services  Act 
of  1966  (P.L.  89-749)  with  th,e  support  of  the  administration. 

It  would  seem  that  this  type  of  block  grant  approach  would  be  worthy  of 
serious  consideration  rather  than  going  further  down  the  same  old  road  of 
more  Federal  controls.  When  new  Federal  controls  are  imposed  on  the  states, 
the  states  are  denied  the  flexibility  they  need  to  meet  their  own  peculiar  prob- 
lems to  the  satisfaction  of  their  citizens. 

Summary  and  conclusion 

On  the  whole,  we  believe  that  in  supporting  a  moderate  general  increase  in 
benefits  and  in  opposing  excessive  increases  and  expansions  in  benefits,  Medicare, 
and  Taxes,  we  are  seeking  to  preserve  the  soundness  and  popularity  of  the 
social  security  program.  We  have  placed  special  emphasis  in  our  presentation 
on  the  tax  implications,  especially  on  the  vast  body  of  middle  income  taxpayers. 
We  are  concerned  about  the  erosive  effect  of  taxes  on  the  discretionary  income 
of  this  group. 

We  are  concerned  about  the  welfare  of  the  underprivileged,  disadvantaged, 
and  low  income  groups.  We  believe  that  the  financial  aid  extended  to  these 
groups  should  be  derived  from  society  as  a  whole,  from  the  general  economy, 
and  not  from  social  security  taxpayers. 

Finally,  we  believe  that  increases  in  social  security  benefits  should  be  made 
in  moderate  amounts  and  within  moderate  periods  of  time,  and  within  the 
framework  of  moderate  social  security  taxes.  We  believe  that  H.R.  5710  is 
excessive  in  all  respects,  and  if  enacted,  could  ultimately  cause  a  loss  of  sense 
of  security  and  confidence  now  felt  by  the  presently  covered  workers  who  have 
been  led  to  believe,  and  have  come  to  expect,  the  promised  benefits  when  they 
in  turn  reach  retirement.  We  are  not  certain  that  the  future  generations  of 
workers  will  want  to,  and  the  future  economy  will  be  able  to,  support  the  sched- 
uled level  of  benefit  costs.  It  is  significant  that  the  HEW  actuaries  have  esti- 
mated that  under  the  present  law  annual  benefits  will  approximate  $28  billion 
in  1980,  $35  billion  in  1990,  and  $39  billion  in  the  year  2000. 

The  Committee  on  Ways  and  Means  has  a  most  important  and  heavy  responsi- 
bility in  trying  to  reconcile  the  varying  pressures  for  tax-derived  social  benefits 
with  the  Federal  tax  capacity.  Whatever  social  security  proposals  this  Com- 
mittee and  the  House  of  Representatives  adopt  will  very  likely  be  the  subject 
of  further  negotiation  and  compromise  with  the  Senate  Finance  Committee 
and  the  Senate.  Accordingly,  we  respectfully  urge  this  Committee  to  reject  the 
amendments  proposed  in  H.R.  5710  and  to  adopt  a  more  moderate  approach 
similar  to  that  which  we  have  suggested. 
The  following  State  chambers  of  commerce  have  endorsed  this  statement : 

Alabama  State  Chamber  of  Commerce. 

Arkansas  State  Chamber  of  Commerce. 

Colorado  Association  of  Commerce  and  Industry. 

Connecticut  State  Chamber  of  Commerce. 

Delaware  State  Chamber  of  Commerce. 

Florida  State  Chamber  of  Commerce. 

Georgia  State  Chamber  of  Commerce. 

Idaho  State  Chamber  of  Commerce. 

Illinois  State  Chamber  of  Commerce. 
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Indiana  State  Chamber  of  Commerce. 

Kansas  State  Chamber  of  Commerce. 

Kentucky  Chamber  of  Commerce. 

Maine  State  Chamber  of  Commerce. 

Michigan  State  Chamber  of  Commerce. 

Montana  Chamber  of  Commerce. 

New  Jersey  State  Chamber  of  Commerce. 

Empire  State  Chamber  of  Commerce. 

Ohio  Chamber  of  Commerce. 

Pennsylvania  State  Chamber  of  Commerce. 

South  Carolina  State  Chamber  of  Commerce. 

Greater  South  Dakota  Association. 

East  Texas  Chamber  of  Commerce. 

South  Texas  Chamber  of  Commerce. 

West  Texas  Chamber  of  Commerce. 

Lower  Rio  Grande  Valley  Chamber  of  Commerce. 

Virginia  State  Chamber  of  Commerce. 

West  Virginia  Chamber  of  Commerce. 

Wisconsin  State  Chamber  of  Commerce. 

Exhibit  I 

Policy  Recommendations  of  the  Social  Security  Committee  of  the 
Council  of  State  Chambers  of  Commerce 

benefit  amounts  and  formula 

Present  policy 

"No  change  is  justified  in  the  present  benefit  structure  although  recognition  is 
given  to  the  need  for  occasional  re-examination  of  the  benefit  formulas  in  the 
light  of  changing  economic  conditions.  The  Committee  emphasizes  the  necessity 
of  holding  OASDHI  benefits  to  a  minimum  layer  of  protection,  with  preservation 
of  the  principle  of  relating  benefits  to  past  wage  history." 

Discussion 

Under  the  above  policy,  benefits  are  to  be  "a  minimum  layer  of  protection" 
and  yet  be  related  to  "past  wage  history."  It  also  calls  for  "occasional  re-exami- 
nation of  the  benefit  formulas  in  the  light  of  changing  economic  conditions." 
Obviously,  in  order  to  make  such  a  re-examination  of  the  benefit  formula  it  is 
first  necessary  to  have  in  mind  some  standard  of  benefit  adequacy.  What,  for 
example,  is  an  appropriate  minimum  layer  of  protection?  If  benefits  should  be 
related  to  earnings,  how  far  up  the  earnings  scale  should  this  relationship  be 
maintained?  The  answers  to  such  questions  will  carry  with  them  implications 
as  to  the  total  costs  of  the  Social  Security  program.  In  addition  the  second 
question  raises  problems  about  the  taxable  wage  maximum  which  in  turn  trig- 
gers a  series  of  other  issues. 

Looking  first  at  the  relationship  between  benefits  and  earnings,  the  Commit- 
tee feels  that  it  is  appropriate  and  even  desirable  to  have  a  maximum  on  the 
monthly  benefit  amount  a  claimant  can  receive.  The  Social  Security  program 
should  be  expected  to  provide  a  monthly  benefit  which  bears  a  fixed  relation- 
ship to  the  claimant's  earnings  before  retirement  only  up  to  a  certain  level  of 
earnings.  The  taxable  wage  maximum  would,  accordingly,  be  set  at  this  level 
of  earnings.  It  is  the  Committee's  belief  that  earnings  in  excess  of  this  amount 
should  not  be  taxed  for  Social  Security  but  represent  a  portion  of  a  worker's 
earnings  which  he  should  be  free  to  use  as  he  sees  fit  to  provide  retirement  in- 
come to  supplement  Social  Security.  This  is  in  keeping  with  the  concept  that 
Social  Security  should  be  a  worker's  basic,  but  not  exclusive,  source  of  income 
after  retirement. 

The  Committee  believes  that  the  median  annual  earnings  of  male  4-quarter 
workers  represents  an  approximate  wage  level  at  which  to  draw  the  line  on 
taxability  and  the  maintenance  of  a  benefit  wage  relationship.  Thus,  the  cut- 
off point  would  be  based  on  the  wages  of  employes  in  the  labor  market  on  a  full- 
time  basis  and  would  be  at  a  level  at  which  half  of  such  workers  would  be  earn- 
ing less  than  this  amount  and  half  would  be  earning  more.  Table  1  shows  the 
median  annual  earnings  of  4-quarter  male  workers  for  the  years  1950  to  the 
present  and  projected  to  1980.  Also  shown  is  the  taxable  maximum  applicable 
to  those  years  and  the  amount  of  earnings  credited  under  Social  Security. 

The  Chief  Actuary  of  the  Social  Security  Administration  completed  in  the  lat- 
ter part  of  1966  new  long-range  cost  estimates  for  the  entire  Social  Security 
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system.  These  new  estimates  show  the  system  as  a  whole  to  have  a  positive 
actuarial  balance  of  0.74%  of  taxable  payroll.  Specifically,  the  total  level  bene- 
fit cost  is  estimated  under  these  new  computations  at  8.79%  of  taxable  payroll, 
while  the  total  level  equivalent  of  contributions  is  estimated  at  9.53%  of  taxable 
payroll.  This  indicates  that  an  increase  in  benefits  of  8%  could  be  made  with- 
out an  increase  in  contribution  rates. 

The  Committee  sees  no  reason  to  believe  that  prices  will  not  continue  to  rise 
in  the  future.  It  believes  that  the  country  has  an  obligation  to  protect  retired 
persons  receiving  Social  Security  benefits  against  the  rising  cost  of  living,  and 
the  benefit  levels  should  be  periodically  reviewed  and  adjusted  as  necessary  to 
maintain  parity.  The  Committee,  while  agreeing  that  benefits  should  be  kept 
even  with  increases  in  the  cost  of  living,  believes  benefit  adjustments  should  not 
be  made  automatic.  We  are  skeptical  that  the  Social  Security  System,  affecting 
as  it  does  such  a  large  segment  of  the  voting  public,  can  ever  be  made  non-politi- 
cal. Even  with  automatic  increases  in  benefits,  Congressmen  will  still  be  under 
strong  pressure  to  do  something  for  their  elderly  constituents,  and  we  feel  that 
this  pressure  will  be  translated  into  benefit  increases  over  and  above  that  which 
would  be  mandated  by  law.  We  believe  it  to  be  more  likely  that  benefit  increases 
will  be  limited  to  amounts  necessary  to  keep  pace  with  the  cost  of  living 
if  each  and  every  increase  is  made  effective  by  separate  Congressional  enactment. 

TAXABLE    WAGE  BASE 

Present  policy 

"There  should  be  no  increase  in  the  taxable  wage  base  for  OASDHI  purposes. 
Any  increase  in  costs  of  the  program  should  be  met  through  increased  tax  rates, 
rather  than  through  the  'hidden'  avenue  of  an  expanded  wage  base." 

Discussion 

Much  has  been  written  and  said  advocating  an  increase  in  the  taxable  wage 
maximum.  Senator  Robert  Kennedy  attempted  to  translate  these  words  into 
action  through  his  bill  of  last  year  which  would  have  increased  the  maximum 
to  $15,000. 

Those  advocating  an  immediate  and  large  increase  in  the  tax  base  invariably 
point  out  that  the  $3,000  maximum  applicable  in  1935  covered  substantially  all 
earnings  at  that  time,  and  in  view  of  the  rise  in  earnings  since  then  a  maxi- 
mum of  $15,000  would  in  fact  be  required  today  to  restore  the  base  to  a  figure 
comparable  to  the  $3,000  base  in  1935.  i 

We  do  not  believe  that  the  fact  that  the  taxable  wage  maximum  back  in  1935 
covered  a  high  proportion  of  earnings  is  a  compelling  argument  that  the  same 
relationship  should  prevail  today.  For  one  thing,  in  1935  the  system  was  just 
beginning  from  scratch  and  it  was  necessary  to  build  up  in  a  short  time  a  fund 
of  sufficient  size  to  provide  benefits  when  they  became  payable.  Such  is  not 
the  situation  today. 

In  the  discussion  under  the  subject  "Benefit  Amounts  and  Formula"  it  was 
stated  that  the  Social  Security  program  should  be  expected  to  provide  a  monthly 
benefit  which  bears  a  fixed  relationship  to  the  claimant's  earnings  before  retire- 
ment only  up  to  a  certain  level  of  earnings,  and  that  earnings  over  this  level 
should  represent  a  portion  of  the  worker's  earnings  which  he  should  be  free 
to  use  according  to  his  own  lights  in  providing  retirement  income  to  supplement 
Social  Security.  We  suggested  that  the  median  annual  earnings  of  male  4- 
quarter  workers  as  representative  of  such  a  level  of  earnings. 

It  can  be  seen  from  Table  1  that  the  past  increases  in  the  taxable  wage  maxi- 
mum have  followed  very  closely  the  median  annual  earnings  of  this  group  of 
employes.  A  projection  of  the  median  annual  earnings  to  1980  indicates  that 
the  present  $6,600  taxable  wage  maximum  will  not  be  expected  until  1973.  Con- 
sequently, the  present  maximum  will  be  adequate  for  the  next  several  years. 

Rober  M.  Ball,  Commissioner  of  Social  Security,  in  an  article  entitled  "Policy 
Issues  in  Social  Security,"  in  the  August  1966  issue  of  the  Social  Security  Bulle- 
tin said, 

"To  the  extent  that  the  base  does  not  keep  up  with  increased  earnings,  a  larger 
and  larger  proportion  of  workers  have  earnings  above  the  base,  and  a  smaller 
and  smaller  proportion  of  workers  get  benefits  related  to  their  full  earnings. 
Eventually  the  program  would  pay  to  almost  everyone  a  benefit  unrelated  to  his 
previous  earnings  because  almost  everyone  would  have  had  earnings  above  the 
limit  set  by  the  base.  Keeping  this  base  up  to  date  is  the  factor  that  determines 
how  much  of  the  job  of  providing  retirement  security  is  to  be  done  by  social 
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security  and  how  much  of  the  job  is  to  be  either  left  undone  or  left  only  partially 
done  by  private  pension  plans." 

Since  the  median  annual  wage  of  4-quarter  male  workers  is  still  well  below  the 
present  base  (and  the  median  is  itself  well  above  the  average  earnings  of  all 
covered  workers)  it  will  obviously  be  many  years  before  the  situation  described 
by  Mr.  Ball  obtains  where  "almost  everyone  would  have  earnings  above  the  limit 
set  by  the  base."  It  is  true,  of  course,  that  as  time  goes  on  fewer  workers  will 
get  benefits  related  to  their  full  earnings.  However,  as  already  stated,  we  believe 
that  it  is  the  purpose  of  the  Social  Security  system  not  to  provide  a  benefit  related 
to  full  earnings,  but  instead  to  provide  a  benefit  which  is  related  to  earnings  only 
up  to  the  level  described  above. 

Mr.  Ball's  words  imply  that  unless  all  of  a  worker's  eanings  are  within  the 
taxable  maximum  the  job  of  providing  retirement  security  will  somehow  be  in- 
complete. We  feel  that  room  should  be  left  for  individual  initiative  for  providing 
for  one's  own  retirement  income,  and  that  this  initiative  should  be  encouraged. 
To  attempt  to  make  the  Social  Security  system  the  source  of  all  things  after 
retirement  is  inconsistent  with  the  idea  that  it  should  be  only  a  basic  floor  of 
protection,  and  the  taxation  of  all  earnings  will  certainly  not  encourage  individ- 
uals to  provide  for  themselves,  or  employers  to  improve  their  pension  plans. 

Mr.  Ball  goes  on  to  say  in  the  same  article,  "The  effect  of  this  decrease  in  the 
proportion  of  total  earnings  that  is  taxable  is  that  the  tax  rates  have  to  be  higher 
to  finance  a  given  rate  of  benefits,  and,  since  the  tax  is  imposed  as  a  single  per- 
centage rate,  a  greater  part  of  the  program's  cost  falls  on  the  lower-paid  work- 
ers— those  earning  less  than  the  limit  set  by  the  base — than  if  the  base  were 
raised." 

The  implication  is  that  an  increase  in  the  base  is  mandatory  in  order  to  avoid 
unfair  treatment  of  those  earning  less  than  the  present  base.  We  do  not  under- 
stand how  it  can  be  said  that  a  greater  part  of  the  program's  cost  falls  on  the 
lower  paid  workers,  inasmuch  as  the  benefits  lower  paid  workers  receive  upon 
retirement  are  in  proportion  to  the  contributions  they  pay.  In  fact,  the  benefit 
formula  is  weighted  in  favor  of  lower  paid  workers.  Mr.  Ball  doesn't  mention, 
of  course,  that  when  the  base  is  increased  the  burden  of  the  increased  cost  falls 
solely  and  entirely  on  those  earning  more  than  the  base  and  not  at  all  on  those 
earning  less. 

After  the  last  increase  in  the  base  to  $6,600  the  Internal  Revenue  Service  pro- 
posed changes  in  the  rules  for  the  integration  of  private  pension  plans  with  Social 
Security.  There  was  considerable  protest  by  employers  since  it  appeared  that  a 
cutback  in  the  benefits  provided  by  many  pension  plans  would  be  necessary.  As  a 
result  of  the  outburst  from  employers  over  the  proposed  changes  the  IRS  has 
adopted  a  set  of  temporary  rules  which  are  less  stringent  than  those  originally 
proposed,  pending  further  study.  Obviously,  a  further  increase  in  the  tax  base 
would  not  be  advisable  until  the  guidelines  governing  integration  ae  clarified. 

FINANCING 

Present  policy 

"The  objective  in  financing  OASDHI  should  be  the  attainment  of  and  adher- 
ence to  a  pay  as  you  go  basis,  with  the  existing  trust  fund  being  retained  as  a 
contingency  reserve  against  future  financial  emergencies.  To  accomplish  this 
objective,  tax  rates  should  be  adjusted  when  necessary  to  maintain  an  approxi- 
mate balance  between  income  and  outgo.  General  revenue  financing  should  be 
opposed  as  contrary  to  the  basic  contributory,  wage  related  principles  which  are 
essential  to  a  sound  program." 

Discussion 

Periodic  increases  in  benefit  levels  to  maintain  parity  with  the  cost  of  living  are 
appropriate.  There  appears  to  be  some  conflict  of  opinion,  however,  as  to  whether 
higher  tax  rates  will  be  necessary  to  pay  for  the  cost-of-living  increases. 

Congressman  Byrnes  in  his  remarks 1  on  January  12,  1967  regarding  his  bill  to 
increase  Social  Security  benefits  ( and  which  proposes  tying  benefits  automatically 
to  the  CPI)  said,  "The  chief  actuary  of  the  Social  Security  Administration  has 
advised  me  that  the  latest  actuarial  estimates  of  the  social  security  fund  show 
that  an  immediate  8-percent  increase  in  benefits  can  be  enacted  with  no  increase 
in  social  security  taxes.  The  chief  actuary  has  also  advised  me  that  since  wages 
are  an  important  part  of  the  Consumer  Price  Index  social  security  tax  revenues 


1  Congressional  Record — House,  Jan.  12,  1967,  p.  H  159. 
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increase  when  living  costs  go  up,  this  increased  revenue  will  finance  automatic 
increases  in  social  security  benefits  tied  to  increased  living  costs.  Therefore,  no 
increased  taxes  are  necessary  to  finance  my  bill." 

Commissioner  Ball  writes,2  "Automatic  adjustment  of  social  security  benefits 
to  changes  in  price  levels  could  be  provided  for  without  increases  in  the  contri- 
bution rates  that  underlie  the  financing  of  the  system.  As  wages  rise,  additional 
contribution  income  becomes  available  to  the  system  and,  because  wage  levels 
rise  faster  than  price  levels,  the  additional  income  would  be  more  than  sufficient 
to  pay  for  adjustment  of  benefits  to  changes  in  price  levels — provided  that,  from 
time  to  time,  the  contribution  and  benefit  base  is  increased  as  earnings  levels 
rise." 

The  memorandum  by  Chief  Actuary  Robert  J.  Myers  in  which  the  latest  long- 
range  cost  estimates  are  discussed  does  not  go  into  detail  on  this  point,  how- 
ever the  impression  received  is  that  the  estimated  level — equivalent  of  contribu- 
tions includes  the  additional  contribution  income  to  the  system  resulting  from 
rising  earnings  below  the  taxable  maximum.  If  true,  then  it  will  be  necessary 
to  increase  contribution  (tax)  rates  to  support  the  increased  cost  of  benefit  in- 
creases based  on  cost-of-living.  In  any  event,  any  increased  cost  should  be 
financed  by  an  increase  in  the  tax  rate  and  not  by  an  increase  in  the  base. 

Because  older  workers  have  been  brought  into  the  Social  Security  system  from 
time  to  time  late  in  their  working  lives,  the  contributions  paid  by  such  workers 
and  their  employers  amount  to  less  (and  sometimes  much  less)  than  the  value 
of  the  benefits  they  receive  upon  retirement.  The  differences  between  cost  of 
benefits  and  the  contributions  must  be  met  out  of  the  current  contributions  of 
younger  employes  still  working,  with  the  result  that  future  generations  of  cov- 
ered workers  will  receivve  benefits  of  less  value  than  the  contributions  that  have 
been  paid  by  the  latter  workers  and  their  employers.  A  similar  deficit  between 
cost  of  benefits  and  contributions  paid  into  the  system  is  also  created  every  time 
benefits  are  increased  for  individuals  currently  receiving  payments. 

It  has  been  suggested  that  this  deficit  which  has  not  been  fully  financed  by 
the  employe-employer  contributions  made  with  respect  to  the  workers  receiving 
the  benefits  (referred  to  here  for  want  of  a  better  term  as  "unfunded  accrued 
past  service  liability" )  should  be  met  from  Federal  general  revenues.  The  con- 
tributions made  by  younger  workers  and  their  employers  could  then  be  used 
exclusive  for  the  financing  of  their  own  future  benefits,  the  so-called  "normal 
cost."  It  is  stated  that  the  "normal  cost"  is  about  2/3  of  the  total  cost  of  the 
program  over  the  long-run. 

The  idea  of  a  general  revenue  contribution  is  not  a  new  one,  but  it  has  re- 
ceived renewed  interest  of  late  as  the  Social  Security  tax  bite  has  become  larger 
and  larger.  Senator  Kennedy's  bill,  mentioned  above,  includes  provision  for 
annual  contribution  from  general  revenues  which  would  amount  to  about  $3  bil- 
lion by  1969.  We  have  strong  objections  to  general  revenue  financing.  With- 
out recourse  to  general  revenues,  any  benefit  increases  which  increase  costs  above 
expected  income  must  be  paid  for  by  an  increase  in  the  payroll  tax.  While  bene- 
fit increases  are  politically  popular,  increases  in  the  tax  rate  are  not.  Although 
attempts  are  made  to  distinguish  the  tax  increase  through  increasing  the  tax 
base,  this  avenue  can  be  used  only  so  long.  We  are  convinced  that  the  present 
method  of  financing  Social  Security  entirely  through  payroll  taxes  is  an  effective 
brake  on  what  otherwise  would  be  runaway  benefits. 

We  see  no  compelling  economic  reason  for  general  revenue  financing  of  So- 
cial Security  since  the  same  amount  of  taxes  must  be  taken  out  of  the  economy 
as  would  be  required  under  payroll  financing.  In  fact  there  is  a  distinct  inequity 
in  shifting  any  of  the  burden  of  the  Social  Security  program  to  the  general  tax- 
payer public,  many  of  whom  will  never  participate  in  the  benefits.  We  believe 
that  payroll  tax  financing  has  widespread  public  acceptance  and  that  tax  rate 
increases  which  are  required  to  finance  necessary  benefit  increases  will  be  ac- 
cepted with  only  nominal  manifestations  of  displeasure.  The  fact  remains  that 
future  generations  of  workers  will  get  protection  that  is  worth  at  least  as  much 
as  the  value  of  their  own  contributions.  As  long  as  this  remains  true  serious 
public  opposition  to  payroll  taxes  for  reasonable  Social  Security  benefits  is  not 
probable. 

RETIREMENT  TEST 

Present  policy 

"Substantial  retirement  from  active  employment  should  be  maintained  as  a 
basic  condition  of  eligibility  for  all  OASDHI  benefits.   To  that  end,  the  present 


2  Op.  cit. 
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allowable  earnings  limit  should  not  be  increased  and  there  should  be  no  change 

of  the  earnings  test." 

Discussion 

The  purpose  of  the  Social  Security  program  is  to  provide  a  replacement  for 
loss  of  earned  income  resulting  from  retirement  after  a  specified  age,  not  to  pro- 
vide an  annuity  payable  merely  because  the  worker  has  managed  to  reach  that 
age  If  all  workers  at  age  65  would  receive  benefits  regardless  of  any  earnings 
from  working  after  that  age  the  additional  cost  of  the  program  would  be  about 
$2  billion  per  year,  which  would  be  equivalent  to  a  tax  rate  increase  of  about 
.4%  for  each  worker  and  his  employer.  We  believe  that  this  $2  billion  can  be 
put  to  better  use. 

MEDICAL  AND  HOSPITAL  BENEFITS 

Present  policy 

"Vigorous  opposition  should  be  exerted  to  the  enactment  of  any  further  lib- 
eralizations of  the  existing  medical  and  hospital  benefits  programs.  Any  pro- 
gram at  the  Federal  or  State  level  which  encourages  the  dropping  of  private 
health  insurance  and  the  transfer  of  these  policyholders  to  tax  supported  pro- 
grams should  be  opposed." 
Discussion 

As  predicted  by  many  observers  following  the  enactment  of  Medicare,  pro- 
posals have  now  been  made  to  extend  similar  coverage  to  individuals  receiving 
disability  benefits  under  Social  Security.  President  Johnson  in  his  message  to 
Congress  January  23,  1967  proposed  just  such  an  extension  and  said  that  1.5 
million  persons  would  be  involved. 

When  Medicare  for  persons  over  age  65  was  under  consideration  a  case  was 
advanced  by  its  proponents  that  individuals  in  that  age  group  were  virtually 
without  protection  against  the  cost  of  medical  care.  Hence  the  need  for  Medi- 
care. Whatever  the  merits  of  the  argument  with  respect  to  persons  over  65,  we 
do  not  believe  that  the  same  argument  can  be  applied  to  younger  workers.  In 
fact,  action  by  Congress  itself  in  1965  through  enactment  of  Title  19  to  the 
Social  Security  Act  made  large  sums  available  to  the  States  for  the  provision 
of  medical  care  to  these  very  disabled  workers.  In  addition  to  this  are  the 
hospital  and  medical  insurance  programs  provided  by  employers,  and  the  medical 
benefits  available  under  workmen's  compensation  laws  for  disabilities  due  to 
occupational  injuries.  We  believe  that  a  thorough  study  of  the  various  types 
and  extent  of  medical  protection  now  available  to  disabled  workers  should  be 
made  before  further  extension  of  Medicare. 

Medicare  for  the  over  age  65  has  been  in  effect  less  than  a  year.  This  is  an  in- 
sufficient time  to  evaluate  the  administrative  requirements  and  the  costs  of  this 
new  program.  Until  we  know  where  we  are  headed  under  the  present  Medicare 
program,  further  extension  of  its  coverages  to  a  new  group  of  1.5  million  persons 
is  premature  to  say  the  least. 

Table  1. — Median  annual  earnings  of  male,  ^-quarter  workers 


Annual 
earnings  1 


$3, 212 
3, 502 
3, 731 
3, 973 
3, 977 
4, 197 
4, 355 
4,343 
4,424 
4,680 
4,837 
4, 903 
5, 110 
5, 280 
5,460 
5,502 


Maximum 
taxable 
wage 


$3,000 
3,600 
3,600 
3,600 
3, 600 
4,200 
4,200 
4,200 
4.200 
4,800 
4,800 
4,800 
4,800 
4,800 
4,800 
4,800 


Earnings 
credited 
under 
Social 
Security 


$3,000 
3,502 
3,600 
3,600 
3,600 
4, 197 
4,200 
4,200 
4,200 
4,680 
4,800 
4,800 
4,800 
4,800 
4,800 
4,800 


Year 


1967. 


1970. 
1971. 
1972. 
1973. 
1974. 
1975. 
1976. 
1977. 
1978. 
1979. 


Annual 
earnings  1 


$5,640 
5, 778 
5,916 
6,054 
6,192 
6,330 
6,468 
6,605 
6,743 
6,881 
7,021 
7, 157 
7,295 
7,433 
7, 571 


Maximum 
taxable 
wage 


$6,600 
6,600 
6,600 
6,600 
6,600 
6,600 


6,600 


6,600 
6,600 
6,600 
6,600 


Earnings 
credited 
under 
Social 
Security 


1  Median  annual  earnings  of  4-male  quarter  worker,  from  Social  Security  Bulletin:  Annual  Statistical 
Supplement,  1964,  table  30,  p.  33.   Projected  for  1965  and  beyond  by  method  of  least  squares. 
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YEAR 


SOCIAL  SECURITY  AMENDMENTS  OF   19  67 


1 

$7, 400 
6, 620 
6,  347 

6, 360 
6,393 
6, 426 

am 

5, 424 
4, 895 
4, 657 

4, 670 
4, 703 
4,  736 

4, 801 
4,986 
4, 830 
4, 979 

21. 6M 
23.  4M 

1 

$6, 874 
6, 150 
5, 897 

5, 910 
5,943 
5,986 

6,089 
6, 300 
6, 070 
6,  219 

5,  084 
4,  590 
4,  377 

4,  390 
4,  423 
4,456 

4, 513 
4,689 
4, 550 
4, 699 

20.  6M 
22.  4M 

1 

IsS  III  sill 

o«ri"«T    ioiouf  io>o«oio 

4,  744 
4,  285 
4,  097 

4,110 
4, 143 
4, 176 

4,  225 
4,492 
4,  270 
4,419 

19.  6M 
21.  4M 

a 

$5, 844 
5, 230 
5,  027 

§!§ 

4,  404 
3, 980 
3, 817 

3,  830 
3, 863 
3,896 

3, 936 
4,  095 
3,  990 
4,139 

18.  6M 
20.  4M 

1 

$5,  344 
4,785 
4,  607 

4,  620 
4,  653 
4,  686 

4,  750 
4, 933 
4,  780 
4, 929 

4,  064 
3,  675 
3,  537 

3,  550 
3, 583 
3,  616 

3, 648 
3,  799 
3,710 
3, 859 

17.  6M 
19.  4M 

1 

$4, 874 
4, 375 
4,  217 

4,230 
4,263 
4,296 

lass 

3,  764 
3,  405 
3,  287 

3, 300 
3, 333 
3,  366 

3,390 
3, 533 
3,460 
3, 609 

16.  6M 
18.  4M 

1 

$4,  404 
3, 965 
3, 827 

3,  840 
3, 873 
3,  906 

3,947 
4, 106 
4, 000 
4, 149 

3,464 
3,135 
3,  037 

3,050 
3,  083 
3,116 

3,133 
3, 269 
3, 210 
3,359 

15.  6M 
17.  4M 

1 

$3, 874 
3,590 
3,365 

3,480 
3,  513 
3,  546 

3,  576 
3,  724 
3, 640 
3,789 

3,164 
2, 865 
2, 787 

2,800 
2, 833 
2,866 

2, 875 
3,004 
2, 960 
3, 109 

14.  6M 
16.  4M 

1 

$3,  544 
3,  215 
3, 107 

3, 120 
3, 153 
3, 186 

3,  205 
3,343 
3,  280 
3, 429 

2, 864 
2,  595 
2, 537 

2, 550 
2,  583 
2,  616 

2,  618 
2,  739 
2,  710 
2, 859 

13.  6M 
15.  4M 

1 

$3, 164 
2,875 
2,787 

2,800 
2, 833 
2,866 

2,875 
3,004 
2,960 
3, 109 

2, 604 
2,360 
2,  317 

111 

2,  391 
2,  505 
2,  490 
2, 639 

II 

1 

$2,  784 
2,535 
2, 467 

2,480 
2,  513 
2,  546 

2,  546 
2, 664 
2,640 
2,789 

2,  344 
2, 125 
2,  097 

2,110 
2,143 
2, 176 

2, 165 
2, 227 
2,  270 
2,  419 

11.  7M 
13. 4M 

I 

$2,  444 
2,230 
2, 187 

2,200 
2,233 
2,266 

2,257 
2, 368 
2,360 
2,509 

IIS  111 

1111 

II 

S3 

i 

$2, 104 
1,925 
1,907 

1,920 
1, 953 
1,986 

1,969 
2,071 
2,080 
2,  229 

1,824 
1,655 
1,657 

1,670 
1,703 
1,736 

Sill 

s 

$1,804 
1,555 
1,657 

ISg 

HHH 

sill 

1,604 
1,455 
1,467 

1,480 
1,513 
1,546 

S1IS 

m 

coo 

s 

$1, 504 
1,385 
1, 407 

1, 420 
1,453 
1,486 

1, 454 
1,  541 
1,  580 
1,  648 

1,384 
1,255 
1,277 

1,290 
1,323 
1,356 

1,320 
1,403 
1,450 
1,  518 

7.  3M 
9.  3M 

3 

$1,244 
1,150 
1,187 

1,  200 
1,233 
1,266 

SSSi 

1,164 
1,055 
1,087 

1,100 
1,133 
1,166 

1,183 
1,299 
1,221 
1, 266 

6.2M 
8.  2M 
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Mr.  Henkel.  I  shall  confine  my  remarks  to  a  compressed  version  if 
that  is  agreeable,  sir. 

The  Chairman.  Do  you  want  to  identify  your  colleague?  * 

Mr.  Henkel.  Yes,  sir.  Mr.  William  R.  Brown  is  the  Associate 
Research  Director  of  the  Council. 

The  Chairman.  We  are  glad  to  have  you,  Mr.  Brown. 

Mr.  Henkel.  We  thank  the  committee  for  the  opportunity  to  ap- 
pear at  this  public  hearing,  and  in  addition  to  our  prepared  statement 
we  submit  for  the  record  some  supporting  data  which  is  identified  as 
exhibits  I  through  IV  inclusive.  Exhibit  I  is  a  statement  of  the 
Council's  current  social  security  policy  and  includes  supporting  dis- 
cussions relating  to  benefit  amounts,  and  the  taxable  wage  base,  and 
financing  social  security  in  general. 

Concerning  social  security  benefits,  we  recognize  that  the  increased 
cost  of  living  justifies  some  overall  benefit  increase,  but  a  general  in- 
crease in  social  security  benefits  of  not  more  than  8  percent  should 
compensate  for  that  cost  of  living  increase. 

We  support  a  continual  review  of  the  adequacy  of  benefits  as  is  now 
being  undertaken.  Thus,  we  see  no  need  for  and  we  question  the  de- 
sirability of  creating  an  automatic  escalator  of  benefits  tied  to  the 
cost  of  living  index. 

We  believe  that  the  increases  in  the  minimum  benefits  to  the  extent 
proposed  in  sertions  101,  and  102,  and  104  of  H.R.  5710  are  excessive 
and  violate  the  principle  that  benefits  should  be  related  to  wages. 
We  question  the  continued  advisability  of  using  the  social  security 
program  to  extend  and  liberalize  benefits  to  special  groups  who  have 
had  virtually  no  prior  covered  employment  or  earnings  history  and 
who  have  paid  virtually  no  social  security  tax  whatsoever.  We  do 
not  recommend  against  further  financial  aid  to  these  groups,  but 
rather  we  suggest  that  other  mechanisms  and  other  programs  be  used. 

Concerning  health  insurance  benefits,  the  proposals  of  sections  125 
through  131  of  H.R.  5710  to  extend  at  this  time  the  scope  of  health 
insurance  under  the  social  security  program  are  premature.  It  is 
apparent  that  confusion  already  abounds  in  the  existing  program. 
We  believe  that  it  would  be  more  appropriate  to  concentrate  on  mak- 
ing that  program  more  efficient.  Medicare  for  the  aged  has  been  in 
effect  for  less  than  1  year.  This  is,  we  feel,  insufficient  time  to 
evaluate  the  administrative  requirements  and  costs  of  this  new  pro- 
gram. Until  we  know  where  we  are  headed,  we  feel  further  extension 
of  this  medicare  program  to  new  groups  should  be  avoided. 

Concerning  social  security  financing,  we  are  opposed  to  the  proposal 
in  section  107  of  H.R.  5710  to  increase  the  taxable  wage  base  to  $7,800 
in  1968,  to  $9,000  in  1971,  and  to  $10,800  in  1974. 

All  in  all,  there  would  be  a  $4,200  increase  in  the  taxable  wage  base. 
This  would  be  a  63-percent  increase  in  only  an  8-year  span.  We  feel 
that  the  amount  and  velocity  of  this  proposed  increase  is  greatly 
excessive. 

There  is  attached  as  exhibit  2  a  table  displaying  the  effect  of  prior 
congressional  amendments  affecting  the  maximum  yearly  employee 
tax.  The  data  in  exhibit  2  are  portrayed  in  graph  form  on  exhibit 
3.   We  believe  that  this  table  and  the  graph  clearly  show  a  further 
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and  more  accelerated  shift  in  the  community  tax  burden  to  the  middle- 
income  taxpayer-employee. 

We  respectfully  call  your  attention  to  the  table  attached  to  exhibit 
1  which  projects  the  median  four-quarter  annual  earnings  of  a  male 
worker  through  the  year  1980.  You  will  see  that  the  projected 
figures  have  not  as  yet  equaled  $6,600.  We  believe  that  this  measure 
is  an  appropriate  measure  of  the  limit  on  wages  to  be  used  for  tax 
and  benefit  purposes. 

The  argument  has  been  made  that  the  taxable  wage-base  increase 
avoids  imposing  further  taxes  on  low -income  groups.  This,  of  course, 
is  true.  It  is  also  argued  that  increasing  the  taxable  wage  base  pro- 
vides a  basis  for  increased  benefits  for  higher  income  groups. 

We  question,  however,  whether  or  not  the  increase  in  benefits  for 
this  latter  group  is  worth  the  additional  taxes  they  and  their  em- 
ployers must  pay. 

We  reiterate  our  longstanding  position  that  if  it  is  necessary  to 
finance  any  additional  oenefit  costs,  it  should  be  done  preferably 
through  an  increase  in  the  tax  rates  rather  than  through  an  increase 
in  the  taxable  wage  base. 

Concerning  general  revenue  financing,  we  are  of  the  opinion  that 
the  scope  of  benefit  and  tax  increases  proposed  in  H.R.  5710  would 
hasten  the  day  when  we  would  be  forced  to  consider  some  measure 
of  general  revenue  financing  of  social  security  benefits. 

We  feel  that  the  general  popularity  in  the  past  of  the  social  secu- 
rity program  has  been  attributable  in  large  measure  to  the  contribu- 
tory, wage-related  principles  of  the  program  whereby  benefits  are 
paid  as  a  matter  of  right.  The  contributory  payroll  tax  system  has 
been  an  effective  barrier  to  prior  excessive  liberalization  and  is  essen- 
tial if  the  benefit-wage  relationship  principle  is  to  be  preserved. 

We  are  certain  that  the  general  revenue  financing  would  spur  fur- 
ther attempts  to  liberalize  benefits  excessively,  and  we  are  appre- 
hensive that  it  would  seriously  undermine  the  program. 

We  believe  that  the  social  security  program  to  the  greatest  degree 
possible  must  contain  benefit  costs  within  the  limits  of  its  own  tax 
potential.  General  revenue  financing  could  be  expected  to  shift  a 
greater  portion  of  the  income  tax  burden  to  middle-income  and  high- 
income  taxpayers,  and  to  business  and  industry.  This  we  oppose  for 
the  compelling  reason  that  it  could  stimulate  and  intensify  a  clash 
between  income  groups. 

As  an  alternative  we  urge  that  nothing  be  done  to  diminish  the  effec- 
tiveness and  popularity  of  the  present  payroll  tax  financing  mecha- 
nism of  the  social  security  program. 

Concerning  the  combined  effect  of  social  security  and  income  tax 
increases,  it  is  our  contention  that  social  security  taxation  should  not 
be  considered  by  itself,  but  must  be  considered  in  light  of  other  and 
existing  and  proposed  tax  burdens. 

It  is  apparent  that  the  proposed  social  security  and  Federal  income 
tax  increases,  as  well  as  any  general  revenue  financing,  will  have  the 
most  adverse  effect  on  middle-income  taxpayers.  There  are  approxi- 
mately 16  million  taxpayers  with  taxable  incomes  of  $5,000  to  $20,000. 
This  we  believe  is  a  range  of  income  which  would  identify  middle- 
income  taxpayers. 
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We  have  attached  exhibit  4,  a  two-page  table,  which  compares  for 
both  the  single  taxpayer  and  a  married  taxpayer  with  four  exemptions 
the  combined  effect  of  social  security  and  income  tax  at  varying  levels 
of  taxable  income  ranging  from  $5,000  to  $20,000.  We  have  shown  the 
past  combined  tax  effect  in  1960,  in  1964,  in  1966.  We  have  then  shown 
the  difference  in  combined  taxes  as  scheduled  and  as  proposed  in  1967, 
1968,  1971,  and  1974. 

The  summary  of  exhibit  4,  page  2,  above  shows  the  expected  reduc- 
t  ion  of  combined  taxes  in  1964  and  the  continued  and  greater  reduction 
in  1966  because  of  prior  income  tax  reductions.  The  summary  also 
shows  (1)  the  increase  in  combined  taxes  proposed  for  1968  will  cause 
taxpayers  with  taxable  incomes  from  $5,000  to  $7,000  to  pay  approxi- 
mately the  same  or  more  taxes  than  they  did  in  1960;  (2)  by  1971 
taxpayers  with  taxable  income  of  $5,000  to  $7,000  will  pay  more  taxes 
than  they  did  in  1960 ;  and  (3)  by  1974  taxpayers  with  taxable  incomes 
from  $5,000  to  $11,000  will  be  paying  more  taxes  than  they  did  in  1960. 

We  feel  these  comparisons  show  a  shifting  of  the  social  security  tax 
burden  further  upon  the  middle  income  taxpayer  group.  We  believe 
this  committee  will  agree  that  the  middle  income  taxpayer  group 
represents  a  very  significant  segment  of  our  Nation's  productivity — 
the  skilled  production  and  office  workers,  the  foremen,  the  administra- 
tive, and  technical,  professional,  and  executive  personnel. 

We  submit  that  the  popularity  and  the  general  acceptance  of  the 
social  security  program  already  may  have  begun  to  wain  among  this 
group.  One  way  to  hasten  and  promote  such  a  change  in  attitude  is  to 
legislate  excessive  benefit  increases  with  their  attendant  tax  costs. 

We  would  also  suggest  that  this  committee  bear  in  mind  the  impact 
of  State  and  local  taxation  upon  middle-income  taxpayers  in  consider- 
ing any  Federal  tax  increases  and  social  security  tax  increases.  It  is 
common  knowledge  that  both  State  and  local  tax  and  spending  have 
been  rapidly  expanding  in  the  last  decade  and  neither  has  reached 
its  maximum  point. 

Concerning  younger  workers,  H.R.  5710  if  enacted  would  take  away 
a  greater  portion  of  the  disposable  or  discretionary  income  of  the 
employees  in  future  generations.  As  we  indicated  before  and  we  wish 
to  reiterate  here,  it  is  not  fair  to  consider  social  security  taxes  in  a 
vacuum,  nor  is  it  fair  to  commit  our  young  people  to  so  large  a  tax 
burden.  What  we  have  said  with  respect  to  the  burden  of  other  taxes 
applies  with  greater  emphasis  to  the  prospects  of  our  young  people. 

It  has  been  stressed  that,  although  the  younger  employee  will  pay 
more  taxes,  the  increase  in  his  tax  will  be  enough  to  cover  the  increase 
in  his  own  benefits,  the  primary  insurance  amount.  What  has  been 
left  unsaid  is  that  the  equivalent  employer  tax  is  used  to  cover  col- 
lateral benefits  and  to  provide  benefits  for  other  persons.  Who  can 
say  this  will  be  agreeable  to  the  future  generations  of  employees? 
Although  future  increases  in  scheduled  benefits  and  even  further  tax 
increases  seem  to  be  inevitable,  we  feel  that  these  judgments  should 
be  left  to  the  future  generations  and  their  representatives. 

We  believe  that  it  should  be  made  eminently  clear  to  the  younger 
employees  that  the  increased  social  security  taxes  that  they  will  be 
called  upon  to  pay  now  are  to  be  used  to  provide  benefits  to  the  cur- 
rently retired  persons.  Their  taxes  will  not  be  used  to  purchase  their 
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own  benefits  in  the  future.  We  feel  that  if  this  were  properly  under- 
stood the  young  people  of  today  would  conclude  as  we  do,  that  H.R. 
5710  goes  too  far  too  fast. 

Concerning  the  impact  of  H.R.  5710  on  business  and  industry,  the 
proposed  increase  in  the  taxable  wage  base  would  fasten  the  greatest 
burden  on  those  firms  with  higher  paid  employees  and  thus  penalize 
them  for  compensating  employees  adequately.  The  increase  in  the 
taxable  wage  base  to  $6,600  last  year  caused  a  significant  increase  in 
the  employer's  social  security  tax  costs.  It  is  a  fair  statement  that 
the  business  community  is  now  stunned  by  the  proposed  further  in- 
creases and  is  generally  opposed  to  them. 

We  wish  to  mention  the  restraints  urged  upon  business  and  indus- 
try to  hold  prices  steady  and  the  long-existing,  cost-price  squeeze  that 
has  become  accentuated  in  the  fourth  quarter  of  1966  business  reports. 
As  to  who  will  bear  the  increased  social  security  tax,  we  believe  it 
will  be  most  likely  borne  by  the  employer  and  not  shifted  forward. 
It  will  be  borne  in  the  form  of  reduced  earnings,  and  we  would  hasten 
to  add  that  reduced  earnings  are  not  an  inducement  to  business  expan- 
sion and  the  creation  of  jobs. 

We  wish  to  mention  too  the  concern  expressed  by  many  business- 
men that  some  tax  and  social  security  planners  seem  to  be  working 
toward  the  objective  of  replacing  private  retirement  pension  plans 
with  a  single,  overall,  social  security  program. 

Certainly  the  proposals  in  H.R.  5710,  though  not  as  extreme  as 
Senate  1009,  could  dissuade  many  employers  from  improving  their 
private  plans.  Private  plans  integrated  with  social  security  ultimately 
could  be  forced  to  provide  greater  retirement  benefits  for  the  lower 
paid  employees  at  the  expense  of  reducing  benefits  for  the  higher  paid 
employees.  The  combined  cost  of  nonintegrated  pension  plans  and 
rising  social  security  taxes  could  become  so  burdensome  on  employers 
that  some  plans  might  have  to  be  discontinued.  This,  we  submit,  was 
not  the  original  intention  of  the  social  security  program. 

We  are  very  mucli  disturbed  by  the  proposals  to  repeal  the  existing 
retirement  income  credit  and  the  extra  $600  exemption  now  allowed 
to  persons  age  65  or  more  and  the  proposals  to  tax  the  social  security 
benefits  while  providing  a  new  exemption  for  the  elderly.  Clearly,  this 
is  another  attempt  to  shift  the  tax  burden  so  that  the' retired  persons 
with  higher  incomes  would  finance  the  tax  reduction  for  lower  income 
retirees.  We  surmise  that  these  proposals  would  cause  serious  prob- 
lems in  existing  industrial  trusteed  and  retirement  plans  under  which 
the  tax-free  element  of  social  security  benefits  has  been  an  important 
consideration  in  planning  future  income.  We  urge  this  committee  to 
weigh  these  proposals  most  carefully  as  they  appear  to  be  inconsistent 
with  prior  congressional  actions  to  spur  the  growth  of  private  retire- 
ment plans. 

Concerning  public  assistance  standards,  we  object  to  the  proposals 
contained  in  H.R.  5710  to  impose  additional  Federal  standards  upon 
the  States  in  regard  to  their  public  welfare  programs.  Congress  took 
some  initial  steps  last  year  toward  the  block  grant  procedure  with 
fewer  Federal  controls  by  enacting  the  comprehensive  Public  Health 
Services  Act  with  the  support  of  the  administration.   It  would  seem 
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that  this  type  of  block  grant  approach  would  be  preferable  to  more 
Federal  control. 

On  the  whole,  we  believe  that  in  supporting  a  moderate  general  in- 
crease in  benefits  and  in  opposing  excessive  increases  and  expansions 
in  benefits,  medicare,  and  taxes,  we  are  seeking  to  preserve  the  sound- 
ness and  popularity  of  the  social  security  program. 

We  have  placed  special  emphasis  in  our  presentation  on  the  tax  im- 
plications, especially  on  the  vast  body  of  middle-income  taxpayers. 
We  are  concerned  about  the  erosive  effect  of  taxes  upon  the  discre- 
tionary income  of  this  group. 

We  believe  that  H.E.  5710  is  excessive  and  if  enacted  could  ulti- 
mately cause  a  loss  of  the  sense  of  security  and  confidence  now  felt  by 
the  presently  covered  workers  who  have  been  led  to  believe,  and  who 
have  come  to  expect,  that  they  in  turn  will  receive  the  promised  bene- 
fits when  they  reach  retirement. 

We  are  not  certain  that  future  generations  of  workers  will  want  to, 
nor  will  the  future  economy  be  able  to,  support  even  the  scheduled 
level  of  benefit  costs. 

The  Committee  on  Ways  and  Means  has  a  most  important  and 
heavy  responsibility  in  trying  to  reconcile  the  varying  pressures  for 
tax-derived  social  benefits  with  the  Federal  tax  capacity. 

Whatever  social  security  proposals  this  committee  and  the  House  of 
Representatives  adopt  wiil  very  likely  be  the  subject  of  further  nego- 
tiation and  compromise  with  the  Senate  Finance  Committee  and  the 
Senate. 

Accordingly,  we  respectfully  urge  this  committee  to  reject  the 
amendments  proposed  in  H.R.  5710  and  to  adopt  a  more  moderate  ap- 
proach similar  to  that  which  we  have  outlined. 

Thank  you  very  much. 

The  Chairman.  We  thank  you,  Mr.  Henkel  for  bringing  to  us  the 
views  of  the  Council  of  State  Chambers  of  Commerce. 
Are  there  any  questions  of  Mr.  Henkel  ? 
Mr.  Curtis.  Yes,  Mr.  Chairman. 
The  Chairman.  Mr.  Curtis. 

Mr.  Curtis.  Mr.  Henkel,  you  mentioned  something  that  has  not 
been  presented  to  the  committee  before.    On  page  3  you  say: 

Some  critics  of  our  progress  in  social  insurance  have  reason  to  point  to  the 
seemingly  greater  progress  made  in  other  nations. 

I  think  we  can  gain  a  lot  of  value  from  looking  at  these  other  pro- 
grams in  these  other  nations.  I  would  not  have  the  criticism  that  you 
direct  against  it.  More,  I  would  relate  it  to  this :  That  in  most  of  those 
programs  the  entire  program  is  the  Government  program,  while  in 
our  society  the  Government  program  is  a  base  on  which  we  have  the 
private  pension  programs  and  the  private  savings  programs  of  our 
individuals.  I  would  like  to  see  some  figures  on  the  comparison  of 
these  programs  in  other  societies  which  are  entirely  governmental 
and  the  programs  that  are  complete  in  our  society  as  they  relate  to 
human  beings.  In  the  United  States  our  people  get  some  of  their 
money  from  the  Government  programs,  but  other  moneys  elsewhere. 

I  wouldn't  ask  your  group  to  come  forward  with  that  data,  but 
if  you  could  it  would  be  very  helpful  because  we  haven't  had  it. 
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Now,  one  other  point.  And  those  programs,  being  governmental 
are  pay  as  you  go  and  create  very  little  savings.  When  I  was  over 
in  Europe  last  December  on  trade  matters,  looking  into  some  of  the 
financing  of  the  private  economic  programs  in  Western  Europe,  the 
comment  was,  "Well,  the  United  States  always  seems  to  have  savings," 
and  I  said,  "Yes,  to  a  large  degree  you  will  find  them  in  the  pension 
plans,  in  the  insurance  programs,"  $90  billion  in  pension  programs 
and  up  in  the  hundred  billions  in  the  insurance  programs.  This  is 
where  we  have  generated  savings,  as  was  pointed  out  to  us  yesterday 
by  the  insurance  companies,  to  finance  the  development  in  the  society ; 
and  the  individual  human  beings,  the  retirees,  are  getting  the  benefit 
from  these  kinds  of  earnings  from  these  savings. 

I  simply  want  to  point  up  the  significance  of  studying  this.  Then 
I  go  to  page  5  because  I  wanted  to  ask  this  specific  question.  You 
have  provided  some  figures  I  have  been  asking  for  when  you  say  that 
under  H.R.  5710  the  additional  combined  employer-employee  monthly 
tax  is  $36.46  for  each  month  during  the  44-year  span. 

This  would  be  an  added  accumulated  tax  cost  of  $19,251.  This  accumulation 
of  four  percent  interest  could  provide  a  single  life  annuity  at  age  65  of  $523.48 
per  month  (in  contrast  to  $120  per  month)  or  a  joint  and  survivor  annuity  at 
age  65  of  $468.63  per  month  during  the  life  (contrasted  to  $126  per  month)  and 
$234.31  per  month  for  the  life  of  the  survivor. 

These  are  data  that  I  have  been  looking  for,  but  I  do  think  that  we 
have  to  have  interjected  into  that  the  fact  that  social  security  does 
provide  survivor  benefits  so  that  we  get  this  completely  comparable. 
I  don't  know  where  you  got  this  data. 

Mr.  Henkel.  I  did  qualify  that  statement  following  the  informa- 
tion that  I  had  included.  It  is  seemingly  impossible  to  put  a  price  tag 
on  the  value  of  the  dependency,  and  the  disability,  and  survivor  bene- 
fit coverage.  I  recognize  that.  But  I  was  struck  by  the  significant 
difference  between  the  life  annuities  and  the  lesser  amounts  of  social 
security  retirement  benefits. 

Mr.  Curtis.  This  is  very  good  data  and  even  with  that  qualification  I 
know  that  it  is  startling  and  something  that  we  all  need  to  think  about 
but  to  the  extent  that  our  insurance  people  could  help  us  in  getting  this 
as  comparable  as  possible  it  would  be  very  desirable.  Thank  you. 

The  Chairman.  Any  further  questions  ? 

If  not,  we  thank  you  again. 

Mr.  Henkel.  Thank  you,  sir. 

(The  following  letter  was  received  by  the  committee:) 

Council  of  State  Chambers  of  Commerce, 

Washington,  D.C.,  March  31, 1961. 

Hon.  Wilbur  D.  Mills, 
Chairman,  Committee  on  Ways  and  Means, 
U.S.  House  of  Representatives, 
Longworth  House  Office  Building, 
Washington,  D.C. 

Dear  Sir  :  We  wish  to  thank  you  again  for  the  opportunity  afforded  the  Council 
of  State  Chambers  of  Commerce  to  present  a  statement  to  the  Committee  on  Ways 
and  Means  with  respect  to  H.R.  5710.  We  are  grateful  for  the  courtesy  and  at- 
tentiveness  of  the  Committee  as  a  whole  shown  to  our  representative. 

Although  we  did  not  include  the  subject  in  our  presentation  on  H.R.  5710,  we 
respectfully  urge  that  the  Ways  and  Means  Committee  give  serious  attention  to 
legislation  similar  to  H.R.  7001,  a  bill  which  we  believe  would  permit  the  Secre- 
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tary  of  the  Treasury  to  change  existing  regulations  to  require  the  annual  rather 
than  the  quarterly  reporting  of  Federal  tax  withholding  and  wage  information. 
This  bill  could  bring  about  many  advantages  to  both  the  Social  Security  Adminis- 
tration and  to  large  corporations  which  prepare  payrolls  and  payroll  tax  data  on 
computers,  as  well  as  smaller  employers  who  have  many  reporting  problems. 

Clearly,  considerable  economies  could  result  in  both  employers'  and  govern- 
mental administrative  costs  by  requiring  the  submission  and  posting  of  infor- 
mation annually  instead  of  four  times  a  year.  Provision  could  be  made  for 
separation  reports  in  case  of  retiring  employees  which  might  result  in  a  speedup 
of  present  procedures.  It  also  would  be  possible  to  take  advantage  of  modern 
computer  magnetic  tape  reporting  by  staggering  major  employer  reports  so  as 
to  ease  the  burden  on  the  Social  Security  Administration.  Our  informal  investi- 
gation indicates  that  the  Social  Security  Administration  has  studied  this  prob- 
lem and  might  be  favorably  inclined  to  such  a  change.  We  understand,  how- 
ever, that  this  will  require  Congressional  authorization. 

This  is  a  matter  that  has  been  favorably  considered  by  our  Social  Security 
Committee  for  some  time.  Members  of  our  Committee  would  be  pleased  to  be 
of  assistance  in  developing  legislative  authorization  for  such  improvements  in 
reporting  procedures. 

Respectfully  submitted. 

PaulJP.  Henkel,  Chairman,  Social  Security  Committee. 

The  Chairman.  Mr.  Chase.  Mr.  Chase,  if  you  will  identify  your- 
self for  the  record  and  those  at  the  table  with  you  we  will  be  glad  to 
recognize  you,  sir. 

STATEMENTS  OF  HENRY  H.  CHASE,  SOCIAL  SECURITY  COMMITTEE, 
AND  ROSCOE  L.  EGGER,  JR.,  TAXATION  COMMITTEE;  ACCOM- 
PANIED BY  J.  KIRK  EADS  AND  WILLIAM  P.  McHENRY,  CHAMBER 
OF  COMMERCE  OF  THE  UNITED  STATES 

Mr.  Chase.  Yes,  sir.  Thank  you.  My  name  is  Henry  Chase.  I 
am  employed  by  Humble  Oil  &  Kefining  Co.,  Houston,  Tex.  The 
gentleman  on  my  immediate  right  here  is  Mr.  Roscoe  Egger,  a  part- 
ner of  Price  Waterhouse  &  Co.,  Washington,  D.C.  Mr.  Egger  will 
speak  on  title  V  of  the  bill.  The  gentleman  on  his  right  is  Mr.  Kirk 
Eads  of  the  chamber  staff.  The  gentleman  on  my  left  is  Mr.  William 
McHenry,  also  of  the  chamber  staff. 

The  Chairman.  We  appreciate  having  all  of  you  with  us. 

Mrs.  Griffiths.  Mr.  Chairman,  I  am  going  to  have  to  leave.  I  have 
read  the  statement.   May  I  make  a  comment  on  their  statement? 

The  Chairman.  Yes. 

Mrs.  Griffiths.  You  are  the  first  people  who  have  raised  the  ques- 
tion of  cutting  off  the  right  of  a  woman  to  draw,  a  dependent  wife, 
at  $90.   I  would  like  to  say  that  I  am  in  support  of  your  position. 

Mr.  Chase.  Thank  you,  Madam. 

Mrs.  Griffiths.  To  a  limited  extent.  There  is  also  a  clause  in  here 
that  permits  anyone  who  has  worked  25  years  to  draw  $100.  I  have 
checked  and  there  are  only  100,000  such  people.  Between  40  and  60 
percent  of  them  are  women. 

Now,  since  I  have  raised  so  much  objection  because  wives  who  have 
never  worked  draw  more  money  than  wives  who  have  worked,  I  think 
that  the  $90  is  put  in  there  partially  to  take  care  of  that  situation,  but 
I  would  like  to  point  out  to  you  that  under  the  circumstances  when  you 
are  raising  this  taxable  base  to  more  than  $11,000  you  are  going  to  have 
more  and  more  women  working  who  aren't  going  to  come  close  to  that 
taxable  base. 
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Only  14/10  percent  of  all  women  who  work  are  making  more  than 
$10,000.  The  result  of  this  provision  cutting  a  dependent  wife  off  at 
$90  is  that  you  are  going  to  cut  off  a  lot  of  wives  who  have  worked  24 
years  and  11  months  at  $90  who,  in  my  opinion,  should  have  been  per- 
mitted to  have  drawn  more  than  that  to  begin  with. 

Mr.  Chase.  Thank  you,  Madam.  I  would  like  to  say  that  we  aren't 
the  ones  who  want  to  cut  it  off. 

Mrs.  Griffiths.  I  think  that  they  should  be  permitted  to  add  their 
credits  to  their  husbands  and  draw  on  the  combined  credits.  You  know 
they  cannot  add  the  taxes  together  as  they  pay  and  get  credits  where  a 
moonlighting  man  can. 

Mr.  Chase.  I  saw  something  in  the  Washington,  D.C.,  newspapers, 
just  recently,  where  you  had  raised  this  question.  I  must  confess  it  is 
not  one  that  we  have  examined  in  the  national  chamber.  It  is  some- 
thing new.  I  think  it  is  an  interesting  point  and  certainly  one  that 
warrants  consideration. 

Mrs.  Griffiths.  Of  course,  I  must  say  a  woman  who  worked  two 
jobs  could  get  a  tax  credit  too,  but  the  family  where  they  have  two  jobs 
is  the  one  that  is  discriminated  against. 

Thank  you. 

The  Chairman.  You  are  recognized,  sir. 
Mr.  Chase.  Thank  you,  sir. 

The  Chairman.  If  you  have  to  omit  any  parts  of  your  statement  or 
if  you  desire  to  do  so,  bear  in  mind  that  the  entire  statement,  plus  the 
materials  appended  to  it,  will  be  made  a  part  of  the  record. 

Mr.  Chase.  Thank  you,  Mr.  Chairman.  Both  Mr.  Egger  and  I  plan 
to  summarize  our  statements.  I  appreciate  the  fact  that  you  will  have 
it  put  in  the  record  in  full. 

I  have  already  indicated  my  name  and  affiliation.  •  I  am  speaking  on 
behalf  of  the  Chamber  of  Commerce  of  the  United  States  to  express  its 
views  based  on  policies  established  by  a  majority  of  its  members.  For 
several  years  I  have  been  a  member  of  the  national  chamber's  com- 
mittee concerned  with  social  security. 

Mr.  Egger,  as  I  have  already  indicated,  has  been  a  member  of  the 
national  chamber's  taxation  committee  for  4  years.  He  has  the  prin- 
cipal responsibility  for  title  V,  dealing  with  tax  treatment  of  the  aged. 

We  appreciate  the  opportunity  to  present  our  views  to  the  Commit- 
tee on  Ways  and  Means  on  this  very  important  and  far-reaching  sub- 
ject that  so  directly  affects  most  Americans.  Few,  if  any,  domestic 
programs  have  greater  significance  for  the  average  citizen  in  this  coun- 
try than  social  security  does. 

In  considering  the  divergent  views  expressed  to  this  committee,  by 
previous  witnesses,  it  seems  significant  to  me  that  this  committee  is 
so  universally  recognized  for  the  work  it  has  done  in  developing  this 
program  in  the  past.  Considering  the  diversity  in  other  areas,  that 
seems  to  me  rather  unique. 

Mr.  Chairman,  I  would  like  to  commence  this  statement  by  review- 
ing briefly  the  purpose  and  principles  of  social  security.  Our  state- 
ment is  predicated  on  these. 

The  purpose  of  social  security  is  to  protect  workers  and  their  de- 
pendents against  presumed  need  and  want  arising  from  wage  loss  on 
reaching  old  age,  or  from  permanent  and  total  disability,  or  from 
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premature  death  of  the  wage  earner.  To  achieve  this  purpose  certain 
principles  were  laid  down  by  this  committee  and  accepted  by  the  Con- 
gress. 

In  expanding  and  improving  social  security  succeeding  Congresses 
have  maintained  those  principles. 

I  refer  to  the  following  concepts:  (1)  Benefits  are  paid  as  a  matter 
of  right  and  without  regard  to  need.  (2)  Benefits  are  paid  because 
of  the  loss  of  wages  of  the  worker.  (3)  Benefits  are  proportionately 
related  to  the  amount  of  wages  lost.  (4)  Benefits  are  financed  solely 
from  payroll  taxes  levied  on  the  worker  and  his  employer.  (5)  Bene- 
fits should  provide  a  "floor  of  protection"  upon  which  the  individual 
can  build  a  higher  standard  of  living  through  homeownership,  sav- 
ings, priyate  insurance,  and  private  pensions. 

The  chamber  has  supported,  and  it  continues  to  support,  an  effective 
social  security  program  founded  on  those  fundamental  concepts.  The 
chamber's  recommendations  and  its  analysis  and  evaluation  of  H.R. 
5710  are  consistent  with  tliose  fundamentals. 

Before  commenting  directly  on  the  provisions  of  the  bill  let  me  first 
summarize  the  recommendations  we  will  advance  in  order  to  strength- 
en and  improve  the  social  security  program. 

The  national  chamber  recommends — 

( 1 )  an  across-the-board  increase  in  benefits ; 

(2)  an  increase  in  the  monthly  benefits,  paid  to  the  aged  groups 
now  receiving  special  payments  as  a  consequence  of  the  Social 
Security  Amendments  of  1965  and  the  Tax  Adjustment  Act  of 
1966; 

(3)  that  no  arbitrary  limit  be  placed  on  the  benefits  payable 
to  the  spouse  of  a  retired  worker ; 

(4)  that  old-age  benefits  continue  to  be  exempt  from  Federal 
income  taxation ; 

(5)  that  eligibility  requirements  for  disability  benefits  be  lib- 
eralized for  young  workers ; 

(6)  that  full  social  security  protection  be  extended  to  all  em- 
ployees of  the  Federal  Government  under  civil  service ;  and 

(7)  that  coverage  of  agricultural  workers  be  liberalized. 
And,  finally,  that  a  reasonable  limit  be  placed  on  Federal  participa- 
tion in  the  financing  of  medical  assistance  under  title  XIX. 

The  chamber  believes  these  recommendations  are  consistent  with  the 
basic  principles  that  this  committee  has  insisted  upon  in  the  past. 

Going  to  the  first,  and  principal  provision  in  the  bill,  the  chamber 
concludes  that  the  15  percent,  across-the-board  benefit  increase  pro- 
posed by  H.R.  5710  is  excessive,  when  gaged  by  appropriate  criteria 
of  benefit  adequacy. 

The  purpose  of  social  security  is  to  provide  a  financial  floor  of  pro- 
tection, chief! v  for  the  aged.  Accordingly,  benefit  adequacy  has  been 
evaluated  in  terms  of  what  proportion  of  those  receiving  old-age  so- 
cial security  benefits  must  also  seek  old-age  assistance.  A  guideline 
that  was  ennunciated  by  the  House  Ways  and  Means  Committee  in 
1954  states  in  part  and  I  quote : 

"The  protection  afforded  by  the  program  may  be  considered  ade- 
quate only  when  benefits  are  high  enough  when  added  to  savings  and 
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assets  normally  accumulated  so  most  beneficiaries  will  not  have  to 
apply  for  public  assistance  for  the  ordinary  expenses  of  living." 

The  first  Commissioner  of  Social  Security,  Dr.  Arthur  Altmeyer, 
contended  that  the  benefit  structure  would  be  satisfactory  if  the  vast 
majority  of  beneficiaries,  about  90  percent,  did  not  have  to  seek  old- 
age  assistance  to  supplement  their  social  security  benefits.  By  this 
test  the  existing  benefit  structure  appears  satisfactory,  on  the  whole. 

We  do,  however,  recommend  an  across-the-board  benefit  increase 
in  order  to  offset  the  recent  rise  in  cost  of  living.  An  increase  of  about 
8  percent  would  be  sufficient  to  reach  that  objective. 

However,  the  national  chamber  believes  Congress  should  consider 
the  effect  of  the  medicare  program  when  determining  the  amount  of 
benefit  increase  now  required.  Congress  virtually  eliminated  the  ex- 
pense of  medical  care  as  a  cost-of-living  factor  for  those  65  and  over  by 
enacting  Medicare ;  and  it  did  so  in  a  manner  that  should  automatically 
protect  the  elderly  against  future  rises  in  the  cost  of  medical  care. 

Accordingly,  an  across-the-board  benefit  increase  of  something  less 
than  8  percent  would  seem  appropriate. 

The  national  chamber  is  confident  that  this  committee  can  best  de- 
termine the  value  that  should  be  assigned  to  medicare  as  a  factor  in 
minimizing  the  rise  in  the  cost  of  living  for  the  aged. 

I  would  like  now  to  take  up  the  proposed  increase  in  the  minimum 
primary  insurance  amount.  In  order  to  cover  the  major  points  that 
are  included  in  our  written  testimony  I  will  omit  some  of  them  in 
the  verbal  statement.  I  will  keep  you  informed  to  the  extent  that 
I  shift  ahead  by  page  numbers. 

H.R.  5710  would  raise  the  minimum  primary  insurance  amount 
from  $44  to  $70,  an  increase  of  59  precent.  In  prior  years  the  cham- 
ber has  suggested  that  benefits  at  the  low  end  of  the  benefit  scale 
be  raised  somewhat  more  than  would  be  provided  by  a  straight  across- 
the-board  benefit  increase. 

The  Department  of  Health,  Education,  and  Welfare  has  pointed 
out,  however,  that  almost  all  individuals  who  qualify  for  the  lowest 
benefit  levels  have  had  only  marginal  attachment  to  the  labor  market. 
Thus,  according  to  the  Department  they  could  not  have  depended  on 
covered  earnings  to  meet  their  preretirement  living  costs. 

Clearly,  the  benefits  provided  such  individulas  cannot  afford  them 
a  floor  of  protection  unless  all  pretense  of  maintaining  a  reasonable 
relationship  between  wages  and  benefits  is  abandoned.  The  cham- 
ber recommends  that  the  same  cost-of-living  adjustment  be  made  at 
all  benefit  levels. 

Another  provision  in  H.R.  5710  would  provide  a  monthly  benefit 
of  $100  for  a  worker  who  ostensibly  had  worked  in  covered  employ- 
ment for  25  years.  This  proposal  is  in  direct  conflict  with  one  of  the 
basic  principles  insisted  upon  by  past  Congresses,  approved  by  the 
national  chamber,  endorsed  by  the  AFL-CIO,  and  heretofore  sup- 
ported by  the  Department  of  Health,  Education,  and  Welfare. 

The  chamber  opposes  this  proposal  because  it  would  drastically 
weaken  the  benefit-wage  relation  principle.  As  this  committee  knows, 
from  1939  to  1950  there  was  a  provision  in  the  Social  Security  Act 
which  required  that  each  worker's  primary  insurance  amount  be  in- 
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creased  by  1  percent  for  each  full  year  of  covered  employment  credited 
the  worker. 

Congress  decided  that  this  was  not  an  appropriate  method  of  pro- 
viding for  higher  benefits.  Accordingly,  the  provision  was  removed 
from  the  law  in  1950  and  a  new  formula  for  computing  benefits  was 
adopted. 

It  should  be  noted  that  the  current  proposal  would  apply  only  to 
individuals  who  had  limited  covered  employment  for  an  extended 
period  of  years.  Under  present  law  a  worker's  benefit  is  based  en- 
tirely on  his  average  monthly  earnings. 

This  principle  of  wage-related  benefits  means  that  workers  who 
earn  more,  and  hence  suffer  a  greater  wage  loss,  stand  to  get  a  larger 
benefit. 

The  chamber's  opposition  to  this  $100  for  25  years  proposal  can 
best  be  summarized  by  referring  to  the  1939  report  of  the  Committee 
on  Ways  and  Means  on  social  security.  In  that  report  the  committee 
said  in  part,  and  I  quote : 

Since  the  objective  of  social  insurance  is  to  compensate  for  wage  loss,  it  is 
imperative  that  benefits  be  reasonably  related  to  the  wages  of  the  individual. 
This  insures  that  the  cost  of  the  benefits  will  stay  within  reasonable  limits  and 
that  the  system  will  be  flexible  enough  to  meet  the  wide  variations  in  earnings 
which  exist. 

Two  examples  which  illustrate  how  the  special  $100  minimum  bene- 
fit would  seriously  undermine  this  principle  appear  on  page  9  of  the 
written  statement. 

Example  1  shows  that  it  is  not  necessary  for  a  worker  to  actually 
have  25  years  of  regular  employment  to  qualify  for  this  special  $100 
monthly  benefit.  It  is  possible  for  individuals  with  as  few  as  16 
years  of  covered  employment  to  be  credited  with  25  years  of  coverage. 

Example  2  illustrates  the  unjust  result  produced  as  a  consequence 
of  violating  the  wage-related  principle.  We  recommend  that  this  pro- 
vision be  deleted  from  the  bill. 

In  sharp  contrast  to  the  special  $100  minimum  monthly  benefit  for 
so-called  long  service  workers,  is  the  proposal  to  limit  a  wife's  bene- 
fit to  $90  even  though  her  husband's  primary  insurance  amount  would 
qualify  her  for  a  much  higher  benefit. 

Mrs.  Griffiths  commented  on  this  earlier  and  she  did  a  better  job 
than  I  will  be  able  to  do.  However,  this  proposal  strikes  at  the  bene- 
fit-wage relation  principle  just  as  the  special  $100  monthly  minimum 
benefit  proposal  does,  but  from  exactly  the  opposite  direction.  The 
proposed  restriction  on  the  wife's  benefit  introduces  into  the  social 
security  program,  for  the  first  time,  the  concept  of  need  as  a  determi- 
nent  for  limiting  the  monthly  benefit. 

Since  the  cost  of  this  bill  would  be  reduced  by  only  one  100th  of  1 
percent  of  payroll,  as  a  result  of  this  benefit  limitation  the  proposal 
could  not  have  been  included  for  the  purpose  of  limiting  costs. 

We  can  only  conclude  that  the  proposal  is  designed  to  prevent  one 
group  of  beneficiaries  from  getting  too  much  in  benefits.  The  real 
thrust  of  this  deliberalization  is  to  shift  part  of  the  social  security 
program,  under  which  benefits  are  paid  completely  without  regard 
to  need,  across  the  line  which  separates  social  security  from  public 
welfare. 
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The  chamber  is  convinced  that  the  benefit  structure  in  H.R.  5710 
is  excessive,  but  it  does  not  believe  that  an  individual's  benefits  should 
be  arbitrarily  reduced  because  the  individual  otherwise  would  get  too 
much  in  benefits. 

This  provision,  in  our  opinion,  should  not  be  enacted. 

Section  125  of  the  bill,  commencing  on  page  11,  would  extend  medi- 
care to  some  iy2  million  totally  and  permanently  disabled  social  secur- 
ity beneficiaries  under  age  65.  Spokemen  for  Blue  Shield  and  for  pri- 
vate carriers  have  testified  that  the  medicare  program  is  beset  with 
many  problems  that  need  to  be  corrected. 

Furthermore,  the  true  cost  of  today's  medicare  program  cannot  be 
determined  from  the  limited  data  now  available. 

Mr.  Robert  Ball,  Commissioner  of  Social  Security,  told  this  com- 
mittee on  March  1  that  there  has  not  yet  been  enough  experience  to 
consider  any  expansion  in  the  voluntary  supplementary  program  be- 
cause medicare  has  been  operating  for  only  8  months. 

Accordingly,  the  chamber  recommends  that  Congress  defer  any  con- 
sideration of  extending  medicare  to  the  disabled  until  adequate  cost 
experience  has  been  obtained,  and  the  existing  administrative  difficul- 
ties resolved. 

I  would  now  like  to  comment  on  coverage  which  commences  on  page 
13.  Today,  social  security  coverage  is  nearly  universal.  The  2y2  mil- 
lion persons  under  Federal  civilian  retirement  programs  comprise  the 
only  significant  noncovered  group. 

H.R.  5710  would  extend  coverage  to  this  group  through  a  so-called 
"transfer  of  credits"  arrangement.  We  think  the  proposal  is  discrimi- 
natory because  those  workers  who  would  benefit  from  this  arrange- 
ment would  be  afforded  a  unique  privilege. 

They,  in  effect,  would  be  permitted  to  select  those  benefits  they  want 
and  reject  those  they  do  not  want.  Instead  of  this  "transfer  of 
credits,"  arrangement  the  chamber  recommends  that  coverage  be  ex- 
tended to  these  workers  on  the  same  basis  as  it  has  been  extended  to  all 
other  workers. 

In  other  words,  civilian  employees  of  the  Federal  Government 
should  pay  the  same  social  security  tax  and  have  the  same  benefit 
protection  as  all  other  workers.  Of  course,  appropriate  adjustments 
would  have  to  be  made  in  the  civil  service  retirement  benefits  program. 

Our  views  on  financing  commence  on  page  16  of  the  statement.  In 
1935,  Congress  adopted  the  principle  of  self-support  for  social  secur- 
ity. Briefly,  this  principle  meant  that  over  the  long  run  no  general 
funds  would  be  used  to  pay  for  benefits.  All  costs  would  be  met  from 
payroll  taxes  levied  on  workers  and  their  employers. 

Each  time  Congress  liberalized  social  security  benefits  it  raised  taxes 
enough  to  maintain  the  program  on  a  self -financing  basis.  Congress, 
and  especially  this  committee,  which  originates  this  legislation,  is  to  be 
commended  for  adhering  to  the  self-support  principle  and  maintaining 
the  program  on  a  sound  financial  basis. 

Under  H.R,  5710,  about  half  the  cost  would  be  financed  by  a  64- 
percent  increase  in  the  social  security  taxable  wage  base,  and  by  im- 
posing additional  tax  rate  increases  on  workers  and  business.  The 
present  social  security  tax  base  of  $6,600  would  be  raised  to  $7,800  in 
1968,  $9,000  in  1971,  and  $10,800  in  1974. 
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In  addition,  the  social  security  tax  rates  levied  on  the  worker  and  his 
employer  would  be  increased  by  one-quarter  of  1  percent  on  each. 

On  page  20  of  the  statement  there  is  a  table  which  shows  the  tax 
increases  scheduled  under  present  law,  and  those  proposed  in  H.R. 
5710.  The  amount  of  the  tax  shown  in  each  instance  is  the  maximum 
tax  levied  on  the  worker.  His  employer,  of  course,  would  have  to 
pay  the  same  amount  of  tax. 

As  you  can  see  from  that  table,  the  maximum  tax  under  present 
law  is  scheduled  to  rise  from  $290  this  year  to  $356  in  1974.  This 
is  an  increase  of  23  percent.  Under  H.R.  5710,  the  maximum  tax 
would  rise  from  $290  this  year  to  $599  in  1974,  an  increase  of  more 
than  100  percent. 

Under  present  law  the  final  maximum  tax  is  scheduled  to  rise  to 
$373  in  1987.  It  would  be  $626  under  H.R.  5710. 

It  also  should  be  noted  that  the  rising  cost  of  the  new  medicare 
program  may  necessitate  increases  in  taxes  in  addition  to  those 
presently  scheduled.  The  testimony  presented  to  this  committee  on 
March  2  by  the  Social  Security  Chief  Actuary,  Mr.  Robert  Myers, 
raises  questions  about  whether  presently  scheduled  medicare  taxes  will 
be  sufficient  to  cover  the  cost  of  the  existing  program. 

Under  present  law  there  is  already  a  high  and  rising  tax  commit- 
ment for  social  security  and  medicare.  Accordingly  we  seriously 
question  the  advisability  and  prudence  of  adding  on  further  heavy 
tax  costs. 

Therefore,  the  national  chamber  recommends  that:  (1)  there  be  no 
increase  in  the  tax  base  at  this  time,  (2)  benefit  increases  be  limited 
to  what  can  reasonably  be  financed  in  the  current  unanticipated  excess 
tax  revenues  under  the  present  tax  structure,  (3)  the  existing  deficit 
in  the  disability  benefits  program  be  corrected,  and  (4)  the  special 
benefits  for  those  72  and  over  be  financed  from  the  social  security 
trust  funds. 

I  do  not  want  to  impose  on  Mr.  Egger's  time  so  I  would  like  to 
comment  very  briefly  on  taxation  of  benefits  which  is  Mr.  Egger's 
principal  topic.  In  discussing  title  V  of  the  bill,  Mr.  Egger  will  in- 
dicate the  chamber's  opposition  to  subjecting  social  security  benefits 
to  Federal  income  taxation. 

I  want  to  comment  on  title  V  briefly,  strictly  from  the  standpoint 
of  the  social  security  program. 

The  net  effect  of  title  V  is  to  reduce  old-age  benefits  payable  to 
retired  workers  who  have  too  much  income.  The  chamber  is  opposed 
to  the  introduction  by  direct  or  indirect  means,  of  any  kind  of  needs 
test  into  the  social  security  program. 

Furthermore,  the  chamber  cannot  see  how  the  social  security  pro- 
gram will  be  strengthened  or  made  more  appealing  to  young  workers 
if  they  are  put  on  notice  that  the  benefits  they  expect  to  receive  in  the 
future  may  be  of  double  value.  The  concern  that  inevitably  would 
arise  in  the  minds  of  young  workers  about  the  value  of  benefits  im- 
plicity  promised  them  could  seriously  undermine  their  willingness 
to  support  a  sound  social  security  program. 

We  believe  that  this  potentiality  should  be  a  matter  of  deep  con- 
cern to  Congress. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


1335 


I  have  tried  to  make  clear  today  that  the  chamber  is  strongly  op- 
posed to  the  proposed  15-percent-across-the-board-benefit  increase.  It 
also  strongly  opposes  raising  the  minimum  primary  insurance  amount 
to  $70.  An  appropriate  benefit  increase,  one  sufficient  to  offset  the 
recent  rise  in  the  cost  of  living,  can  be  enacted  without  raising  either 
the  tax  base  or  tax  rates  because  of  the  excess  revenue  that  has  de- 
veloped under  the  present  tax  structure. 

We  especially  urge  you  to  reject  totally  those  proposals  which  would 
inject  a  needs-test  concept  into  social  security :  the  limitation  on  the 
spouse's  benefit,  and  the  taxation  of  social  security  benefits. 

We  also  urge  you  to  reject  completely  the  years-of-service  concept 
as  a  determinant  of  the  primary  insurance  amount.  If  that  concept 
is  adopted  we  will  have  taken  a  significant  step  toward  elimination 
of  the  benefit- wage  relation  principle. 

The  social  security  program  upon  which  millions  and  millions 
of  workers  rely  should  not  be  converted  into  a  poverty  program.  We 
urge  you  to  maintain  the  basic  principles  which  have  guided  this  com- 
mittee as  it  developed  and  improved  the  social  security  program  over 
the  last  three  decades. 

Gentlemen,  that  concludes  my  portion  of  the  testimony.  Mr.  Egger, 
with  your  permission,  will  now  speak  on  title  V  of  the  bill.  I  thank 
you. 

Mr.  Watts  (presiding).  I  think  that  was  a  fine  statement. 
(The  statement  referred  to  follows :) 

Statement  of  Henry  H.  Chase,  Chamber  of  Commerce  of  the  United  States 

My  name  is  Henry  H.  Chase.  I  am  employed  by  the  Humble  Oil  and  Refining 
Company,  Houston,  Texas.  Today  I  am  speaking  on  behalf  of  the  Chamber  of 
Commerce  of  the  United  States,  expressing  its  views  based  on  policies  established 
by  a  majority  of  its  members.  For  several  years,  I  have  been  a  member  of  the 
National  Chamber's  Committee  concerned  with  Social  Security. 

The  gentleman  on  my  right  is  Mr.  Roscoe  L.  Egger,  Jr.,  Partner,  Price  Water- 
house  and  Company,  Washington,  D.C.  Mr.  Egger  has  been  a  member  of  the 
National  Chamber's  Taxation  Committee  for  four  years.  He  will  express  the 
National  Chamber's  views  on  Title  V  of  H.R.  5710,  the  proposed  Tax  Treatment 
of  the  Aged. 

The  gentleman  on  Mr.  Egger's  right  is  Mr.  J.  Kirk  Eads,  of  the  National 
Chamber  staff.  On  my  left  is  Mr.  William  P.  McHenry,  also  on  the  National 
Chamber  staff. 

The  National  Chamber  appreciates  very  much  this  opportunity  to  express  the 
views  of  business  on  H.R.  5710,  a  proposal  to  make  sweeping  and  costly  changes 
in  various  titles  of  the  Social  Security  Act.  This  Act  includes  many  important 
programs,  especially  Federal  Old-Age,  Survivors  and  Disability  Insurance  Bene- 
fits, the  new  program  of  Medicare  and  the  several  federal-state  grant-in-aid 
Public  Assistance  programs.  Since  these  are  designed  to  deal  with  social  prob- 
lems, periodic  re-examination  and  reappraisal  are  essential  to  determine  whether 
these  programs  are  achieving  their  long-standing  objectives. 

We  have  carefully  studied  the  many  provisions  in  this  omnibus  Social  Security 
proposal,  H.R.  5710.  In  presenting  the  views  of  the  National  Chamber  on  some 
of  these  provisions,  I  will  take  up :  first,  major  revisions  of  Title  II  of  the  Social 
Security  Act ;  second,  certain  revisions  dealing  with  the  new  Medicare  program ; 
third,  certain  proposed  revisions  affecting  the  Public  Assistance  and  the  Medical 
Assistance  programs. 

By  way  of  background,  I  would  like  to  review  briefly  the  purpose  of  Social 
Security  cash  benefits  and  certain  basic  principles,  enunciated  by  Congress,  which 
are  important  to  an  understanding  of  the  program  and  its  long-run  objective. 
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PURPOSE  AND  PRINCIPLES  OF  OASDI 

The  purpose  OASDI  is  to  protect  workers  and  their  family  dependents  against 
presumed  need  and  want  arising  from  job-income  loss  on  reaching  old-age,  from 
premanent  and  total  disability  or  early  death  of  the  family  breadwinner.  To 
achieve  this  purpose,  certain  principles  were  laid  down  by  this  Committee  and 
accepted  by  Congress.  In  expanding  and  improving  Social  Security,  subsequent 
Congresses  maintained  those  principles.  I  have  reference  to  the  following  con- 
cepts : 

(a)  Benefits  are  paid  as  a  matter-of -right  and  without  regard  to  "need". 

( b)  Benefits  are  a  partial  replacement  of  the  loss  of  job  income. 

(c)  Benefits  are  related,  although  not  proportionately,  to  the  job-income 
loss. 

(d)  Benefits  are  financed  solely  from  payroll  taxes  levied  on  the  income 
producer  and,  unless  he  is  self-employed,  on  his  employer. 

(e)  Benefits  should  provide  a  "floor  of  protection"  upon  which  the  indi- 
vidual can  build  a  higher  standard  of  living  through  home  ownership,  sav- 
ings, and  private  pensions  and  insurance. 

The  Chamber  has  supported,  and  it  continues  to  support,  an  effective  Social 
Security  program  founded  on  those  fundamental  concepts.  The  Chamber's 
recommendations,  and  its  analysis  and  evaluation  of  H.R.  5710,  are  consistent 
with  those  fundamentals. 

Before  commenting  in  any  detail  on  the  provisions  of  H.R.  5710,  I  would  like 
to  summarize  briefly  the  recommendations  we  will  advance  to  this  Committee  for 
strengthening  and  for  improving  the  present  Social  Security  program.  The 
National  Chamber  recommends : 

(1)  an  across-the-board  increase  in  benefits. 

(2)  an  increase  in  the  monthly  benefit  paid  to  the  aged  groups  now  receiv- 
ing special  payments  as  a  consequence  of  the  Social  Security  Amendments 
of  1965  and  the  Tax  Adjustment  Act  of  1966. 

(3)  that  no  arbitrary  limit  be  placed  on  the  benefits  payable  to  the  spouse 
of  a  retired  worker. 

(4)  that  old  age  benefits  continue  to  be  exempt  from  federal  income 
taxation. 

(5)  that  eligibility  requirements  for  disability  benefits  be  liberalized  for 
young  workers. 

(6)  that  full  Social  Security  protection  be  extended  to  all  employees  of  the 
federal  government  under  Civil  Service. 

( 7 )  that  coverage  of  agricultural  workers  be  liberalized. 

These  recommendations  would  either  improve  the  existing  Social  Security  pro- 
gram or  protect  it  against  some  proposals  for  piece-meal  dismantling,  and  are 
consistent  with  the  basic  principles  established  by  this  Committee  in  1935  and 
1939. 

We  also  recommend  that  a  reasonable  limitation  be  placed  on  federal  participa- 
tion in  the  financing  of  Medical  Assistance  under  Title  XIX. 

I  would  now  like  to  comment  on  the  principal  provisions  of  H.R.  5710. 

ACROSS-THE-BOARD   BENEFIT  INCREASE 

The  Chamber  concludes  that  the  proposed  15  percent  across-the-board  benefit 
increase  is  excessive — when  gauged  by  appropriate  criteria  of  benefit  adequacy. 

Because  the  purpose  of  Social  Security  is  to  prevent  presumed  dependency  and 
need — chiefly  for  the  aged — benefit  adequacy  has  been  appraised  in  terms  of  what 
proportion  of  elderly  beneficiaries  have  to  seek  relief  in  addition  to  Social  Se- 
curity. The  following  guideline,  enunciated  by  the  House  Ways  and  Means  Com- 
mittee in  1954  states : 

"The  protection  afforded  by  the  program  may  be  considered  adequate  only  when 
benefits  are  high  enough  when  added  to  savings  and  assets  normally  accumulated 
so  most  beneficiaries  will  not  have  to  apply  for  public  assistance  for  the  ordinary 
expenses  of  living."  1 

The  first  Commissioner  of  Social  Security,  Dr.  Arthur  J.  Altemeyer,  contented 
that  the  benefit  structure,  on  the  whole,  would  be  satisfactory  if  the  vast  majority 
of  beneficiaries — at  least  90  percent — did  not  have  to  seek  public  relief  to  supple- 


1  See  Social  Security  Amendments  of  195k,  House  Report  No.  1698,  83rd  Cong.,  2nd,  p.  2. 
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ment  their  Social  Security  benefits.2  Thus,  if  as  many  as  10  percent  of  the  old-age 
beneficiaries  were  receiving  Old- Age  Assistance,  Social  Security  benefits  should  be 
increased. 

By  this  test,  the  benefit  structure,  on  the  whole,  appears  satisfactory  today. 
The  proportion  of  aged  Social  Security  beneficiaries  who  also  receive  Old-Age 
Assistance  to  supplement  their  benefits  has  fallen  from  12.6  percent  in  September 
1950  to  7.1  percent  in  February,  1966.3 

We  do,  however,  recommend  an  across-the-board  benefit  increase  that  is  com- 
mensurate with  the  recent  rise  in  the  cost-of-living.  The  last  benefit  increase  ap- 
proved by  the  Congress  fell  slightly  short  of  maintaining  the  purchasing  power 
which  benefits  had  in  1954.  Thus,  any  increase  should  be  measured  from  that 
base  year.  An  increase  of  about  8  percent  would  be  sufficient  to  offset  the  rise  in 
the  cost-of-living. 

Congress  should  take  into  consideration  the  effect  of  the  Medicare  program 
when  determining  the  amount  of  benefit  increase  now  required.  The  sharp  rise 
in  medical  care  costs  from  1954  to  1966  was  an  important  factor  in  the  rise  in  the 
cost-of-living  during  that  period.  Congress,  of  course,  has  to  a  very  appreciable 
degree  eliminated  this  cost  item  for  the  aged  through  enactment  of  the  Medicare 
program.  And  it  has  done  so  in  a  manner  that  should  automatically  protect  the 
elderly  against  future  rises  in  the  cost  of  medical  care.  Since  the  high  and  rising 
cost  of  medical  care  was  one  of  the  principal  arguments  advanced  in  support  of 
Medicare,  the  value  of  this  protection  should  be  considered  when  evaluating  pro- 
posals to  increase  old-age  cash  benefits.  With  allowance  for  this  factor,  an 
across-the-board  benefit  increase  of  something  less  than  8  percent  appears  appro- 
priate. We  are  confident  that  this  Committee  caii  best  determine  such  allowance 
for  Medicare  as  a  factor  in  minimizing  the  rise  in  the  cost-of-living  for  the  aged. 

MINIMUM    PRIMARY    INSURANCE  AMOUNT 

H.R.  5710  would  raise  the  minimum  primary  insurance  amount  from  $44  to 
$70,  an  increase  of  59  per  cent.  In  testimony  before  this  Committee  in  prior 
years,  the  National  Chamber  recommended  that  benefits  at  the  low  end  of  the 
benefit  scale  be  raised  relatively  more  than  other,  higher  benefits — and  Congress 
has  done  so.  At  this  time,  we  recommend  the  same  cost-of-living  adjustment  as 
for  other  benefits. 

Most  individuals  who  qualify  for  the  lowest  benefits  will  have  had  only  mar- 
ginal attachment  to  the  labor  market.4  They  will  not  have  depended  on  covered 
earnings  to  meet  their  preretirement  living  costs.  The  Department  of  Health, 
Education  and  Welfare  has  testified  to  this.  Thus,  the  benefits  provided  such 
individuals  cannot  be  expected  to  afford  a  "floor  of  protection"  unless  all  pre- 
tense of  maintaining  a  reasonable  relation  between  benefits  and  previous  wages 
is  abandoned. 

MONTHLY  OLD-AGE  BENEFIT  FOR  SPECIAL  AGED  GROUP 

Under  the  1966  Social  Security  Amendments,  Congress  provided  special  mini- 
mum Social  Security  benefits  of  $35  a  month  to  persons,  with  little  covered  em- 
ployment, who  were  72  and  over.  The  benefit  payable  to  a  dependent  spouse  is 
half  of  that  amount.  In  1966,  under  the  Tax  Adjustment  Act,  Congress  added 
identical  benefits  to  persons  72  and  over  with  no  covered  employment  (or  those 
who  would  become  72  before  1968) . 

H.R.  5710  proposes  to  raise  the  $35  benefit  to  $50,  with  a  comparable  increase 
in  the  spouse's  benefit. 

The  Chamber  sees  little  justification  for  differentiating  between  one  group  of 
individuals  who  had  only  marginal  covered  employment  and  another  group  whose 
covered  employment  record  was  not  significantly  different.  When  the  two  groups 


2  See  Hearings,  Social  Security  Act  Amendments  of  19^9,  House  Ways  and  Means  Com- 
mittee, 81st  Cong.,  2nd,  pp.  1089  and  1220. 

3  See,  U.S.  Department  of  Health,  Education  and  Welfare,  Tabular  Release  on  Concur- 
rent Receipt  of  Public  Assistance  and  Old-Age,  Survivors  and  Disability  Insurance  by 
Persons  Aged  65  or  Over,  Early  1966,  Table  1,  p.  3,  September,  1966. 

4  For  example,  62  percent  of  those  receiving  the  minimum  Social  Security  benefit  of  $44 
in  1964,  had  no  more  than  5  years  of  covered  employment.  Moreover,  in  their  peak  earn- 
ing: year  from  1951  to  1963,  71  percent  earned  under  $1,200.  See,  Lenore  A.  Epstein, 
"Workers  Entitled  to  Minimum  Retirement  Benefits  Under  OASDHI",  Social  Security 
Bulletin,  March  1967,  Tables  4  and  7. 
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are  compared,  there  is  no  appreciable  difference  in  the  amount  of  Social  Security 
tax  paid,  or  the  extent  to  which  the  individuals  depended  on  covered  earnings  for 
their  living  costs. 

The  Chamber  again  recommends,  as  it  did  in  testimony  presented  to  the  Senate 
Finance  Committee  in  previous  Social  Security  hearings,  that  the  special  aged 
groups  qualified  by  the  1965  Social  Security  Amendments  and  the  Tax  Adjust- 
ment Act  of  1966  be  afforded  the  same  minimum  primary  insurance  amount  es- 
tablished for  all  other  eligible  individuals.  The  Chamber  also  recommends  that 
all  such  benefits  be  financed  out  of  the  Social  Security  Trust  Fund. 

BENEFIT    INCREASES    BASED    ON    PRESUMED    YEARS    OF    SOCIAL    SECURITY  COVERAGE 

Closely  related  to  the  issue  just  reviewed  is  the  proposal  in  H.R.  5710  to  pro- 
vide a  monthly  benefit  of  at  least  $100  for  a  worker  who  ostensibly  had  covered 
earnings  in  25  years.  The  proposal  is  in  direct  conflict  with  one  of  the  basic  prin- 
ciples insisted  upon  by  past  Congresses,  approved  by  the  National  Chamber,  en- 
dorsed by  the  AFL-CIO,  and  heretofore  supported  by  the  Department  of  Health, 
Education  and  Welfare.  The  Chamber  opposes  this  proposal  because  it  would 
seriously  weaken  the  established  wage-benefit  relationship. 

As  this  Committee  knows,  from  1939  to  1950  there  was  a  provision  in  the  So- 
cial Security  Act  which  required  that  each  worker's  primary  insurance  amount 
be  increased  by  1  per  cent  for  each  full  year  of  covered  employment  credited 
the  worker.  The  purpose  was  to  raise  the  level  of  benefits  for  all  workers.  Con- 
gress decided  this  was  not  an  appropriate  method  of  providing  retired  workers 
with  higher  benefits.  Accordingly,  the  provision  was  removed  from  law  in  1950, 
and  a  new  formula  for  computing  benefits  was  adopted. 

It  should  be  noted  that  the  current  proposal  would  not  benefit  all  workers. 
Instead,  it  would  apply  only  to  a  select  group  of  individuals — those  with  marginal 
labor  force  participation. 

Under  present  law,  the  amount  of  benefits  an  individual  receives  is  based  en- 
tirely on  his  average  monthly  earnings.  The  principle  of  wage-relationship  of 
benefits  means  that  workers  who  earn  more,  and  hence  experience  a  greater 
job-income  loss,  stand  to  get  a  larger  benefit. 

The  Chamber's  opposition  to  this  proposal  can  best  be  summarized  by  ref- 
erence to  the  1939  Report  of  the  Ways  and  Means  Committee  on  Social  Security. 
In  that  report  the  Committee  pointed  out : 

"Since  the  objective  of  social  insurance  is  to  compensate  for  wage  loss,  it  is 
imperative  that  benefits  be  reasonably  related  to  the  wages  of  the  individual. 
This  insures  that  the  cost  of  the  benefits  will  stay  within  reasonable  limits  and 
that  the  system  will  be  flexible  enough  to  meet  the  wide  variations  in  earnings 
which  exist." 5 

We  believe  the  following  examples  illustrate  that  Section  102  of  H.R.  5710 
would,  if  enacted,  completely  destroy  the  principle  of  wage-related  benefits. 
Example  1  shows  that  it  is  not  necessary  for  a  worker  to  actually  have  25  years 
of  regular  employment  under  Social  Security  to  qualify  for  $100  a  month. 
Example  2  shows  that  Section  102  would  discard  the  principle  of  payment  of 
larger  benefits  to  those  workers  who  experience  a  greater  job-income  loss. 

Example  1. — Worker  A  :  16  years  of  employment ;  average  monthly  earnings  of 
$108.  Retired  at  end  of  1961,  at  age  65. 

Section  102  provides  that  to  obtain  14  years  of  coverage  from  1937  through 
1950,  a  worker  only  needs  total  wage  credits  of  $12,600.  Thus,  Worker  A,  with 
earnings  of  $2600  in  any  five  years  between  1937  through  1950  would  be  credited 
with  14  years  of  coverage.  Worker  A  goes  to  work  for  the  federal  government  in 
1951  but  works  part-time  in  covered  employment  at  $1300  a  year  until  the  end 
of  1961  when  he  retires.  Today,  this  worker  is  getting  a  benefit  of  $68.50  a 
month.  Under  Section  102  his  benefit  would  be  raised  to  $100  a  month,  despite 
the  fact  that  he  only  had  16  years  of  regular  employment. 

Example  2. — Worker  A  :  25  years  of  coverage  ;  average  monthly  earnings  of  $94. 
Worker  B :  17  years  of  coverage ;  average  monthly  earnings  of  $188.  Both 
workers  retired  at  end  of  1961  at  age  65. 

Under  present  law,  Worker  A  is  receiving  a  benefit  of  $59  a  month.  Worker  A 
meets  the  requirements  of  Section  102  because  he  has  total  wage  credits  of 
$12,600  during  the  14  year  period  from  1937  through  1950,  and  his  earnings  are 


5  See,  House  Committee  on  Ways  and  Means,  Social  Security  Act  Amendments  of  1939, 
Report  No.  728,  76th  Congress,  1st,  p.  10. 
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not  less  than  25  per  cent  of  the  wage  base  from  1951  through  1961.6  Under 
Section  102  Worker  A's  benefit  would  be  raised  by  69.5  per  cent,  to  $100  a  month. 

Under  present  law,  Worker  B  receives  a  benefit  of  $86.70  a  month.  Under 
H  R  5710  Worker  B's  benefit  would  be  raised  by  15  per  cent,  to  $99.80  a  month. 

Thus  despite  the  fact  that  Worker  B's  earnings  loss  was  twice  as  great  as 
Worker  A's,  he  would  receive  a  slightly  smaller  benefit.  This  example  shows 
how  this  proposal  would  completely  destroy  Social  Security  as  a  job-income  loss 
program  based  on  wage-related  benefits. 

We  recommend  that  Section  102  be  deleted  from  this  bill. 

LIMIT  ON  BENEFIT  PAID  TO  SPOUSE  OF  RETIRED  WORKER 

In  sharp  contrast  to  the  special  $100  monthly  minimum  benefit  for  so-called 
long-service  workers,  is  the  proposal  in  H.R.  5710  to  limit  a  wife's  monthly  benefit 
to  $90  even  though  her  husband's  primary  insurance  amount  would  qualify  her 
for  a  much  higher  benefit.  This  proposal  strikes  at  the  wage-benefit  relationship 
just  as  the  special  $100  monthly  minimum  benefit  proposal  does— but  from  ex- 
actly the  opposite  direction.  /  . 

The  proposed  limitation  on  the  wife's  benefit  introduces  into  the  Social  Secu- 
rity program  for  the  first  time  the  concept  of  "need"  as  a  determinant  for  limit- 
ing the  monthly  benefit  amount.  Since  the  value  placed  on  the  proposed  benefit 
limitation  is  only  .01%  of  payroll,  it  could  not  have  been  included  in  the  bill  for 
the  purpose  of  limiting  costs.  The  clear  intent  appears  to  be  to  prevent  a  selected 
segment  of  one  group  of  beneficiaries  from  getting  "too  much"  in  benefits. 

The  real  thrust  of  this  benefit  deliberalization  is  to  shift  part  of  the  Social 
Security  program  under  which  benefits  are  paid  completely  without  regard  to 
"need"  across  the  line  which  separates  Social  Security  from  public  welfare. 

Social  Security  has  long  been  advertised  by  the  Department  of  Health,  Educa- 
tion and  Welfare  as  an  "insurance"  program  under  which  an  individual  "saves" 
during  his  working  years  and  then  gets  paid  at  retirement.  It  is  surprising, 
therefore,  to  find  the  proposed  limit  on  the  wife's  benefit  since  the  proposal  is 
in  direct  conflict  with  that  line  of  argumentation. 

The  proposed  limit  on  the  wife's  benefit  would  result  in  a  further  subsidy 
from  those  who  pay  the  most  tax.  Part  of  the  benefits  to  which  they  have  here- 
tofore been  entitled  would  be  denied  them.  It  might  be  concluded  from  this  that 
there  is  some  awareness  on  the  part  of  the  Department  of  Health,  Education 
and  Welfare  that  there  is  an  earnings  level  beyond  which  there  is  little  if  any 
social  justification  for  imposing  Social  Security  taxes  and  paying  benefits. 

The  Chamber  opposes  an  arbitrary  dollar  ceiling  on  any  individual  benefit 
because,  presumptively,  some  otherwise  might  get  "too  much"  in  benefits. 

EXTENSION  OF  MEDICARE  TO  THE  TOTALLY  AND  PERMANENTLY  DISABLED 

Section  125  of  the  bill  would  extend  Medicare  to  some  1.5  million  totally  and 
permanently  disabled  Social  Security  beneficiaries  under  age  65 — 1.2  million 
disabled  workers,  200,000  getting  disabled  child's  benefits,  and  100,000  disabled 
widows  under  65. 

The  totally  and  permanently  disabled  probably  have  as  great  a  need — perhaps 
a  greater  need — for  health  and  medical  care  than  many  of  the  elderly  do.  The 
disabled  probably  have  more  difficulty  in  meeting  the  cost  of  health  and  medical 
care  because  it  is  difficult,  if  not  impossible,  for  them  to  obtain  health  insurance. 

Medicare  has  only  been  operating  since  last  July — less  than  one  year.  This 
Committee  is  well  aware  that  this  new  program  is  beset  with  many  problems 
that  need  to  be  corrected.  Some  of  these  problems  were  outlined  by  Dr.  Carl 
R.  Ackerman,  Chairman,  Board  of  Directors  for  the  National  Association  of 
Blue  Shield  Plans,  before  this  Committee  on  March  6.  For  example,  an  evalua- 
tion study  conducted  by  33  Blue  Shield  Plans  throughout  the  country  showed 
that: 

".  .  .  the  management  decisions  by  the  Plans — an  essential  ingredient  to  ef- 
fective operations — have  been  taken  away  by  restrictive  regulations  and  volumi- 
nous and  detailed  administrative  instructions.    Furthermore,  the  centralization 


6  The  maximum  taxable  wage  base  from  1951-61  was  :  $3,600),  1951-54  ;  $4,200,  1955-58  ; 
$4,800,  1959-61.  A  worker  would  receive  credit  for  a  year  of  coverage  based  on  the 
following  annual  earnigns  during  this  eleven-year  period  :  $900,  1951-54 ;  $1,050,  1955-58  ; 
$1,200,  1959-61. 
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of  the  records  at  the  Social  Security  Headquarters  in  Baltimore,  and  the  statis- 
tical requirements  imposed  under  Part  B  are  making  the  program  unduly  com- 
plicated, cumbersome,  less  efficient  and  more  costly. 

This  committee  is  also  aware  that  there  are  problems  in  connection  with  HEW 
criteria  for  determination  by  the  carriers  of  "reasonable  charges"  for  the  care 
rendered  by  physicians.  Mr.  Daniel  W.  Pettengill,  who  testified  on  behalf  of 
the  15  insurance  companies  participating  in  the  administration  of  Medicare, 
pointed  out  on  March  6  that  the  proposed  regulation  by  HEW: 

".  .  .  contains  only  one  example  of  an  acceptable  method  of  determining 
prevailing  charges  and  that  this  method  is  a  complex  mathematical  formula 
which  will  often  produce  results  that  are  at  odds  with  the  best  judgment  of 
the  carrier." 

In  addition,  there  are  little,  if  any,  data  available  to  tell  us  what  the  true 
costs  of  today's  Medicare  program  are.  For  example,  Mr.  Robert  Ball,  Com- 
missioner of  Social  Security,  testified  before  this  Committee  on  March  1  that 
because  Medicare  had  been  operating  for  8  months,  there  was  not  enough 
experience  to  consider  any  expansion  in  the  Voluntary  Supplementary  Program 
(Plan  B).  It  is  also  our  understanding  that  there  is  a  time  lag  in  the  payment 
of  bills  under  the  Medicare  program.  For  example,  bills  that  were  incurred 
for  services  rendered  during  July  1966,  are  still  outstanding.  This  means,  of 
course,  that  any  cost  information  that  is  currently  available  is  incomplete  and 
does  not  reflect  the  true  cost  of  the  program. 

The  National  Chamber  recommends  that  Congress  defer  any  consideration 
of  extending  Medicare  to  the  disabled  until  adequate  cost  experience  has  been 
obtained,  and  the  existing  administrative  difficulties  resolved  through  new 
legislation. 

DISABILITY  PROTECTION  FOR  WORKERS  DISABLED  WHILE  YOUNG 

The  National  Chamber  would  like  to  direct  the  committee's  attention  to 
a  provision  in  existing  law  which  denies  virtually  all  young  workers  the  pro- 
tection of  the  cash  disability  benefits  program. 

Presently,  most  workers  under  age  31  have  no  protection  against  permanent 
and  total  disability.  Present  law  contains  a  "prior  work"  requirement  which 
few  workers  can  meet,  even  if  they  can  meet  the  definition  of  disability.  To 
meet  the  "prior  work"  requirement  for  disability  benefits,  a  worker  must  have 
a  total  of  20  "quarters  of  coverage"  (about  5  years)  out  of  the  40  calendar 
quarters  preceding  the  onset  of  disability. 

Congress  partially  corrected  this  problem  in  1965  when  it  provided  an  alterna- 
tive "prior  work"  requirement  for  young  workers  afflicted  with  blindness  before 
age  31. 7 

Workers  who  become  disabled  at  an  early  age  should  not  be  excluded  from 
the  protection  afforded  by  disability  benefits  program.  Workers  who  become 
disabled  before  age  31  should  be  able  to  qualify  for  benefits  if  they  have  cover- 
age in  at  least  one-half  of  the  calendar  quarters  elapsing  after  age  21,  and  up 
to  and  including  the  quarter  in  which  disability  occurs,  with  a  minimum  of  6 
quarters  of  coverage. 

EXTENSION  OF  COVERAGE  UNDER  THE  OASDI  PROGRAM 

Today,  Social  Security  coverage  is  nearly  universal  in  scope.  About  70 
million  workers — 90  percent  of  paid  employment — have  Social  Security  coverage. 
The  approximately  2.3  million  persons  under  federal  civilian  retirement  pro- 
grams are  the  only  group  of  significant  size  to  whom  coverage  (on  a  compulsory 
basis)  has  not  been  extended. 

Coverage  of  Federal  Civilian  Employees 

Over  the  years,  numerous  proposals  have  been  made  to  cover  this  group.  For 
example,  in  1954,  the  Committee  on  Retirement  Policy  for  Federal  Personnel 


7  In  1965,  Congress  provided  an  alternative  test  of  substantial  recent  employment  for 
young  workers  afflicted  with  blindness.  Under  this  1965  provision,  a  person  disabled  by 
blindness  before  age  31  can  qualify  for  disability  benefits  if :  (1)  he  has  quarters  of  cover- 
age in  at  least  one-half  of  the  calendar  quarters  elapsing  after  he  attained  age  21,  and  up 
to  and  including  the  quarter  in  which  he  becomes  disabled,  with  a  minimum  of  six  quarters 
of  coverage;  or  (2)  he  is  disabled  before  reaching  age  24,  he  has  quarters  of  coverage  in 
one-half  of  the  12  quarters  ending  with  the  quarter  of  disability.  See,  Compilation  of  the 
Social  Security  Laws,  House  Document  312,  89th  Cong.,  1st,  Section  216(i)  (3)  (B)  (ii), 
p.  109. 
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(the  Kaplan  Committee)  recommended  that  civilian  employees  of  the  federal 
government  be  covered  under  Social  Security,  with  appropriate  adjustments  to 
be  made  in  the  Civil  Service  Retirement  System.  However,  all  previous  pro- 
posals have  failed  mainly  because  of  the  objection  of  federal  employee  unions. 

Section  116  of  the  bill  would  extend  Social  Security  coverage  to  federal  civil- 
ian employees  through  a  "transfer  of  credits"  arrangement  beginning  January 
1>  !968- 

This  proposal  does  not  involve  direct  coverage  of  all  the  risks  for  all  employees. 
Instead,  Social  Security  would  step  in  only  to  fill  certain  "gaps"  that  exist  in 
the  protection  afforded  federal  employees  under  the  Civil  Service  or  Foreign 
Service  Retirement  programs.8 

This  proposal  would  not  be  financed  by  imposing  Social  Security  taxes  on  fed- 
eral employees  or  by  imposing  such  taxes  on  their  employer,  the  federal  govern- 
ment. In  fact,  no  payments  would  be  made  by  the  employee  or  employer  until 
the  risk  actually  matures.  In  other  words,  employees  who  separate  from  the 
federal  service  and  receive  refunds — or  those  who  die  or  become  disabled  dur- 
ing the  first  five  years  of  their  employment— would  have  an  amount  equal  to 
the  employee  Social  Security  taxes  withheld  from  their  Civil  Service  contribu- 
tions. 

The  federal  government  as  the  employer  would  transfer  to  the  Social  Security 
trust  funds  the  proportionate  cost  of  the  benefits  paid  to  those  individuals  quali- 
fying under  this  provision. 

The  National  Chamber  is  opposed  to  this  unjust  partial  extension  to  civilian 
employees  of  the  federal  government  for  two  reasons. 

First,  this  approach  allows  employees  who  remain  in  federal  service  to  select 
only  some  of  the  protections  afforded  by  Social  Security,  and  to  discard  the  re- 
tirement protection.  No  group  that  has  been  covered  under  Social  Security — 
either  on  a  compulsory  or  elective  basis — has  been  able  to  choose  protection 
against  a  specific  risk — even  though  protection  against  all  risks  was  not  needed 
or  wanted.  For  example,  many  self-employed  physicians  never  retire,  but  they 
were  covered  under  the  1965  Social  Security  Amendments  on  a  compulsory  basis 
for  old-age  benefits.  This  group  was  not  allowed  to  choose  disability  and  sur- 
vivorship protection  and  reject  the  protection  against  the  risk  of  reaching  old 
age  and  being  unable  to  support  themselves  by  working. 

Second,  Congress  has  always  maintained  that  Social  Security  is  the  basic 
program  to  protect  American  society  against  the  hazard  of  job-income  loss  owing 
to  old-age,  premature  death  of  the  family  breadwinner  or  total  and  permanent 
disability.  Because  Social  Security  is  the  basic  program,  most  benefit  programs 
established  by  private  enterprise  are  adjusted  to  fit  the  pattern  of  protection 
provided  by  Social  Security.  However,  under  H.R.  5710,  Social  Security  would, 
in  effect,  be  tailored  to  meet  certain  "deficiencies"  that  exist  in  the  Civil  Service 
Retirement  (and  Foreign  Service  Retirement)  program. 

Instead  of  this  "transfer  of  credits"  approach,  the  National  Chamber  recom- 
mends that  coverage  be  extended  to  government  workers  on  a  full  basis— that  is, 
extension  for  full  tax  liability  and  for  protection  against  all  the  risks  covered 
by  Social  Security — with  appropriate  adjustments  made  in  the  Civil  Service  Re- 
tirement Benefits  Program. 

Coverage  of  farm  employees 

Section  115  of  the  bill  would  extend  Social  Security  tax  and  benefit  coverage 
to  about  500,000  farm  workers  beginning  January  1,  1968.  This  would  be  ac- 
complished by  reducing  the  cash  wage  test  from  the  present  $150  to  $50  a  year. 
In  addition,  the  time  basis  (per  hour,  day,  week  or  month)  employment  test 
would  be  reduced  from  20  days  a  year  to  10  days  a  year.  Finally,  a  "quarter  of 
coverage"  would  be  granted  for  each  $50  of  annual  covered  farm  wages  rather 
than  the  $100  at  present. 

The  National  Chamber  endorses  the  ex-tension  of  coverage  to  these  500,000 
farm  hands.    This  is  consistent  with  our  position  over  the  years,  supporting 


8  Under  the  Civil  Service  Retirement  Program  (or  Foreign  Service  Retirement)  the 
civilian  employee  does  not  have  any  survivor,  disability  or  retirement  protection  if  he  dies 
or  becomes  disabled  during  the  first  five  years  of  federal  service.  Eligibility  for  protection 
under  the  Civil  Service  Retirement  Program  requires  at  least  five  years1'  service.  In  addi- 
tion, the  employee  does  not  have  disability,  survivor,  retirement  protection  if  he  leaves 
federal  employment  after  less  than  five  years  (or  if  he  leaves  federal  service  after  five  or 
more  years)  and  withdraws  his  contributions  to  Civil  Service  Retirement  (or  Foreign 
Service  Retirement). 
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the  basic  objective  of  Social  Security,  which  envisages  a  nationwide,  national 
program — with  all  jobs  covered  for  tax  purposes,  and  all  working  persons  cov- 
ered for  protection  against  certain  kinds  of  risks. 

FINANCING  THE  GROWING  TAX  COST  COMMITMENT  FOR  SOCIAL  SECURITY 

In  1935,  Congress  adopted  the  principle  of  self-support  for  Social  Security. 
Briefly,  this  principle  meant  that,  over  the  long  run,  no  general  funds — no  "needs 
test"  money — would  be  used  to  pay  for  benefits.  All  costs  would  be  met  solely 
from  payroll  taxes  levied  on  business  and  workers,  and  interest  credited  to  the 
Trust  Fund. 

Each  time  Congress  liberalized  the  program — by  increasing  benefits,  making 
them  easier  to  get  or  by  adding  new  kinds  of  benefits — taxes  were  raised  enough 
so  that  projected  tax  and  other  revenues,  and  benefit  costs  (including  administra- 
tive expenses)  would  be  about  equal,  over  the  long  run.  Moreover,  when  any 
"actuarial"  deficits  arose,  Congress  raised  taxes  enough  to  maintain  the  program 
on  a  self -financing  basis. 

We  believe  the  Congress — and  especially  this  Committee— is  to  be  commended 
for  adhering  to  the  "self-support"  principle,  and  maintaining  the  program  on  a 
sound  financial  basis. 

In  financing  the  many  amendments  to  Social  Security,  Congress  did  so  by  levy- 
ing additional  taxes  to  cover  current  costs,  and,  at  the  same  time,  provided  for 
escalating  tax  rates  to  meet  growing  future  commitments.  Success  for  this 
method  of  financing  depends  upon  the  willingness  of  today's  and  tomorrow's 
workers  to  pay  the  full  cost  of  benefit  commitments  promised  by  Congress. 

The  ever  present  danger  of  this  method  of  financing  is  that  Congress,  through 
repeated  and  rapid  liberalizations,  may  so  load  up  the  burden  of  taxes  as  to  under- 
mine the  willingness  of  workers  to  support  the  full  cost  of  Social  Security. 

A  few  examples  serve  to  illustrate  how  the  ultimate  tax  cost  of  Social  Security 
has  arisen,  and,  at  the  same  time,  been  pushed  off  into  the  future — without 
Congress  knowing  whether  workers  are  willing  to  pay  the  full  cost  of  Social 
Security. 

For  example,  under  the  1958  Amendments,  Congress  raised  the  combined  maxi- 
mum Social  Security  tax  rate  to  9  per  cent  on  the  first  $4800  of  earnings,  effec- 
tive in  1969.  At  the  maximum,  this  amounts  to  $432,  split  equally  between  em- 
ployer and  employee.  In  1961,  Congress  liberalized  the  program  again.  The 
maximum  combined  tax  was  raised  to  9%  per  cent  on  the  first  $4800 — $444  split 
between  employee  and  employer — effective  in  1968. 

However,  before  we  reached  the  ultimate  Social  Security  tax  rate,  Congress 
again  liberalized  the  program.  In  1965,  cash  benefits  were  increased  by  7  per 
cent,  and,  at  the  same  time,  Congress  added  an  entirely  new  program — Medi- 
care^— paying  for  the  cost  of  health  and  medical  care  for  those  65  and  over. 

In  order  to  finance  these  changes,  Congress  imposed  additional  taxes  on 
workers  and  business.  The  taxable  wage  base  was  increased  by  37  per  cent. 
And,  Social  Security  tax  rates  were  also  increased.  Present  law  calls  for  a 
maximum  combined  tax  of  9.7  per  cent  on  the  first  $6600  of  pay  for  the  cash 
benefits  programs.  The  top  tax  for  this  program  becomes  effective  in  1973. 
when  a  worker  and  his  employer  will  pay  $712  combined. 

The  new  Medicare  program — which  is  entirely  independent  from  the  two 
Social  Security  cash  benefits  programs — was  financed  by  another  tax  on  pay- 
rolls with  six  tax  increases  called  for  over  a  22  year  period.  The  separate 
tax,  applicable  to  the  first  $6600,  started  out  at  0.35  per  cent  in  1966,  and  will 
gradually  rise  to  0.8  percent  by  1987  on  each  employee  and  employer. 

Since  1965,  there  have  been  two  tax  increases.  In  1966,  taxes  rose  about 
$5.0  billion,  of  which  $3.4  billion  was  for  Social  Security,  and  $1.6  billion 
for  Medicare.  This  year,  taxes  will  go  up  again  by  $3.3  billion — $2.1  billion  for 
'Social  Security,  and  $1.2  billion  for  Medicare.  In  1969,  taxes  go  up  again, 
for  Social  Security  alone,  by  about  $3.4  billion.  Finally,  in  1973  the  last  tax- 
increase  for  Social  Security  cash  benefits  will  become  effective  under  present  law. 

But,  once  again,  before  we  reach  the  ultimate  tax  burden  under  the  present 
Social  Security  program,  H.R.  5710  proposes  to  add  more  layers  of  taxes  to 
the  high  and  rising  burden. 

Financing  H.R.  5710 

Roughly  half  the  costs  of  H.R.  5710  would  be  financed  by  a  64  per  cent  in- 
crease in  the  Social  Security  taxable  wage  base,  and  by  imposing  additional 
tax  rate  increases  on  workers  and  business. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


1343 


The  present  Social  Security  taxable  wage  base  of  $6600  would  be  raised  to: 
$7800  in  1968;  $9000  in  1971;  and  $10,800  in  1974. 

Social  Security  tax  rates  (exclusive  of  Medicare  taxes)  would  be  increased 
by  another  %  of  1  per  cent  on  each  employee  and  employer.  Beginning  in  1969, 
the  tax  rate  would  rise  from  4.4  to  4.5  per  cent  on  each,  and  in  1973,  the  tax 
rate  would  be  increased  again,  from  4.85  per  cent  to  5.0  per  cent.  With  Medi- 
care added,  the  total  tax  rate  on  each  employee  and  employer  will  be  5.0  per 
cent  in  1969,  and  5.55  percent  in  1973. 

The  table  on  page  20  shows  Social  Security  and  Medicare  tax  increases  under 
present  law,  and  under  H.R.  5710  on  each  employee  and  each  employer.  The 
maximum  tax  under  present  law  is  scheduled  to  rise  from  $290.49  this  year 
to  $356.40  by  1974  or  by  23  percent.  By  1987,  the  top  tax  is  scheduled  to  rise 
to  $372.90.  Under  H.R.  5710,  the  maximum  tax  on  each  employee  and  em- 
ployer would  rise  from  $290.40  this  year  to  $599.40  by  1974  or  by  more  than 
100  per  cent.   By  1987,  the  maximum  would  hit  $626.40. 


Social  security  and  medicare  tax  increases — Present  law  compared  with 

H.R.  5710 


Year 

Taxable  wage  base 

Tax  rate 1 

Maximum  tax  2 

Present 

Proposed 

Present 

Proposed 

Present 

Proposed 

Percent 

Percent 

1967  

$6,600 

$6,  600 

4.4 

4.4 

$290. 40 

$290. 40 

1968  

6,600 

7, 800 

4.4 

4.4 

290. 40 

343. 20 

1969-70  

6,  600 
6,600 

7,800 

4.9 

5.0 

323. 40 

390. 00 

1971-72  

9,000 

4.9 

5.0 

323.  40 

450.  00 

1973  

6,600 

9, 000 

5.4 

5.  55 

356. 40 

499. 50 

1974-75  

6,600 

10, 800 

5.4 

5.  55 

356. 40 

599.  40 

1976-79  

6,600 

10, 800 

5.  45 

5.60 

359.  70 

604.80 

1980-86  

6,600 

10, 800 

5.  55 

5.  70 

366. 30 

615.60 

1987  and  after  

6,600 

10, 800 

5.65 

5. 80 

372. 90 

626.  40 

1  Tax  rate  on  each  employee  and  employer.  Also,  includes  medicare  taxes  which  are  scheduled  to  increase 
periodically  on  ecah  employee  and  employer  as  follows:  0.5  percent,  1967-72;  0.55  percent,  1973-75;  0.6  percent, 
1976-79;  0.7  percent,  1980-86;  and  0.8  percent,  1987  and  after. 

2  Matched  by  worker's  employer. 


The  remaining  costs  of  H.R.  5710  would  be  financed  from  the  unanticipated 
excess  tax  revenues  over  benefit  payments  that  exist  under  the  present  tax 
schedule.  The  Chief  Actuary  for  the  Social  Security  Administration,  Mr.  Robert 
J.  Myers,  has  estimated  that  there  are  enough  "excess  revenues"  to  finance  an 
increase  in  benefits  of  about  8%  per  cent  without  any  further  increases  in  taxes 
on  business  or  workers. 

Briefly,  these  estimates  show  that  under  the  present  tax  schedule — over  a  75 
year  period — the  old-age  and  survivors  benefits  program  has  a  "positive  actuarial 
balance"  of  0.89  of  1  per  cent  of  taxable  payroll.  Conversely,  the  disability 
benefits  program  has  a  "negative  actuarial  balance"  of  0.15  of  1  per  cent  of 
taxable  payroll.  Thus,  the  system  as  a  whole  has  a  "favorable  actuarial  bal- 
ance", on  a  long-run  basis,  of  about  %  of  1  per  cent  of  taxable  payroll. 9 

The  rising  costs  of  Medicare 

The  rising  costs  for  the  new  Medicare  program  may  necessitate  further 
increases  in  taxes  in  addition  to  those  presently  scheduled.  Testimony  pre- 
sented by  the  Social  Security  Chief  Actuary,  Mr.  Robert  J.  Myers,  before  this 
Committee  on  March  2,  raises  questions  about  whether  presently  scheduled 
Medicare  taxes  will  be  sufficient  to  cover  the  cost  of  the  existing  program.  For 
example,  between  1964  and  1965,  there  was  a  7.0  per  cent  increase  in  hospital 
costs.  And,  between  1965  and  1966,  hospital  costs  increased  by  9.8  per  cent.  If 
hospital  costs  continue  to  rise  at  this  pace  during  1967  and  in  subsequent  years, 
the  10  per  cent  "safety  factor"  in  Mr.  Myers'  cost  estimates  will  be  used  up,  and 
additional  taxes  will  be  needed. 

Testimony  presented  on  March  8  by  the  witness  for  the  American  Hospital 
Association  also  forecasts  a  continued  upward  spiral  in  the  cost  of  hospital  care. 

r.  uS??\rR^)e.rt  Myers>  New  Actuarial  Cost  Estimates  for  OASDI,  A  Memorandum  to 
Robert  M.  Ball,  Commissioner  of  Social  Security,  October  11,  1966. 
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According  to  Mr.  Mark  Berke,  a  trustee  of  the  American  Hospital  Association, 
hospital  costs  are  expected  to  average  $57.93  a  day  by  September  1967,  and  to 
continue  to  rise  until  they  reach  a  level  of  about  $75  a  day  in  three  to  five 
years.10 

Recommendations  of  the  National  Chamder 

We  seriously  question  the  advisability  and  prudence  of  piling  further  heavy 
tax  costs  on  top  of  the  already  high  and  rising  tax  requirements  for  Social 
Security.  No  one  knows  whether  today's  workers  or  the  young  workers  of 
tomorrow  are  willing  to  support  the  full  cost  of  the  present  Social  Security  cash 
benefits  programs.  We  don't  know  this  until  1974 — six  years  from  now — when 
the  maximum  Social  Security  tax  for  cash  benefits  becomes  effective  under  the 
the  present  program. 

In  fact,  we  wonder  in  view  of  the  testimony  of  Mr.  George  Meany,  President 
of  the  AFL-CIO,  whether  workers  are  willing  to  support  the  present  program, 
let  alone  the  added  burden  proposed  by  H.R.  5710.  This  is  because  the  AFL-CIO 
favors  "...  a  modest  and  gradual  contribution  to  the  Social  Security  Trust 
Fund  from  the  general  revenues  of  the  United  States." 

In  view  of  the  possible  need  for  additional  taxes  to  finance  Medicare,  and  the 
high  and  rising  tax  cost  commitment  for  the  present  Social  Security  cash  bene- 
fits programs,  the  National  Chamber  recommends  that : 

1.  There  be  no  increase  in  the  taxable  wage  base  above  $6600  at  the  present 
time.  The  proposed  increases  in  the  taxable  wage  base  are  excessive  when 
compared  with  the  rise  in  pay  levels  of  the  regular,  year-round,  male  worker. 
For  example,  when  Congress  raised  the  taxable  earnings  base  to  $6600  in  1966, 
it  was  about  $900  larger  than  the  average  earnings  of  the  year-round  male 
worker.  Based  on  a  projected  increase  in  median  earnings  of  about  $145  an- 
nually, it  appears  that  the  average  earnings  of  the  year-round  male  worker  will 
not  reach  $6600  until  1972  or  1973.  At  that  time,  it  would  be  appropriate  for 
Congress  to  consider  whether  or  not  there  is  a  need  for  a  further  adjustment 
in  the  taxable  earnings  base. 

2.  Benefit  increases  be  limited  to  what  can  reasonably  be  financed  from  the 
current  "unanticipated  tax  revenues"  under  the  present  tax  structure. 

If  Congress  increases  benefits  more  than  can  reasonably  be  financed  from  the 
current  "unanticipated  excess  tax  revenues",  we  urge  that  the  additional  revenue 
required  be  obtained  solely  through  increased  tax  rates. 

3.  The  existing  deficit  in  the  disability  benefits  program  be  corrected.  The 
Chamber  supports  the  provision  in  Section  109  which  increases  the  allocation 
of  tax  receipts  to  the  disability  trust  fund  from  .70  of  1  per  cent  in  1967,  to 
.85  of  1  per  cent  during  1968,  by  a  corresponding  .15  of  1  per  cent  reduction  in 
tax  reciepts  flowing  into  the  Old-Age  and  Survivors  Trust  Fund.  We  do  not, 
however,  support  the  additional  increase  to  the  disability  program  of  .95  of 
1  per  cent  in  calendar  year  1969.  The  Chamber  does  not  support  the  benefit 
increases  proposed  by  H.R.  5710,  which  would  require  the  additional  allocations. 

4.  The  costs  of  the  special  benefits  for  those  72  and  over  should  be  financed 
from  the  Social  Security  Trust  Funds.  We  urge  you  to  delete  the  provision 
in  existing  law  which  calls  for  general  fund  financing  beginning  in  1970  for 
benefits  for  this  group. 

Payroll  tax  financing  for  Social  Security  should  not  be  abandoned.  "Needs 
test"  money  from  the  general  funds  has  no  place  in  a  sound  Social  Security 
program  designed  to  pay  benefits  without  a  need  test. 

PUBLIC  ASSISTANCE  STANDARDS 

Sections  201,  202  and  203  of  H.R.  5710  would  require  the  states  to  meet  new 
Federal  standards  in  their  public  welfare  programs.  The  Chamber  believes  that 
it  would  be  unwise  and  undesirable  to  impose  those  standards. 

The  Public  Assistanse  grant-in-aid  programs  have  been  designed  to  help  specific 
classes  of  people  found  to  be  in  need.  From  the  inception  of  these  programs, 
Congress  has  placed  virtually  complete  responsibility  and  authority  with  the 
states  for  determining  "need"  and  in  defining  the  conditions  of  eligibility.  In 
these  areas  of  social  welfare  where  discretion  is  so  important,  we  beileve  this 
is  sound  policy  because  the  people  at  the  state  and  community  levels  are  closest 


10  See,  The  Washington  Post,  "Medical  Cost  Upswing  Here  Paces  Nation",  Thursday, 
March  9,  1967. 
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to  the  situation  and  thus  best  qualified  to  determine  conditions  of  eligibility 
and  "need". 

As  this  Committee  knows,  not  all  states  follow  the  same  pattern  in  the  public 
welfare  programs.  Differences  arise  because  not  all  states  are  equally  wealthy, 
because  the  size  and  nature  of  the  welfare  problem  is  not  the  same  in  all  states, 
and  because  of  the  effect  of  the  Federal  matching  formula. 

In  some  states,  for  example,  most  of  the  aged  qualify  for  old-age  benefits  under 
the  Social  Security  program  and  the  average  benefit  paid  is  comparatively  high. 
In  such  states  usually  only  a  small  segment  of  the  aged  group  requires  Old-Age 
Assistance.  Accordingly,  these  states  tend  to  meet  much  of  the  defined  "need"  of 
eligible  individuals. 

In  other  states,  a  smaller  proportion  of  the  aged  qualify  for  any  Social  Security 
benefit  and  the  average  benefit  paid  is  relatively  low.  These  states  face  a  more 
difficult  problem  since  a  comparatively  high  percentage  of  their  aged  residents 
require  aid ;  moreover,  the  economic  structure  of  such  states  often  is  such  that 
they  are  less  able  to  provide  the  aid.  Usually,  such  states  tend  to  spread  their 
resources — that  is,  the  amount  of  money  they  can  commit  to  public  welfare — 
as  widely  as  possible  in  order  to  help  as  many  of  the  needy  aged  as  possible. 
In  addition  to  being  pushed  in  this  direction  by  the  fiscal  problems  confronting 
the  state,  the  federal  assistance  formula  encourages  them  to  follow  this  pattern. 

Without  going  into  the  details  of  that  formula  which  is  entirely  familiar  to 
this  Committee,  I  will  simply  note  that  with  a  given  amount  of  funds  to  spend 
on  public  welfare  a  state  can  get  the  maximum  federal  grants-in-aid  by  making 
welfare  payments  to  as  many  needy  persons  as  possible.  If  the  state  decides  to 
meet  the  full  defined  "need"  for  a  fewer  individuals,  the  federal  grant  to  the 
state  will  be  less  and,  of  course,  fewer  persons  will  receive  help. 

H.R.  5710  would  require  every  state  to  commit  more  of  its  revenues  to  public 
welfare ;  however,  the  proposed  standards  would  fall  with  greater  weight  on 
states  which  appear  financially  less  able  to  support  higher  welfare  costs. 

If  the  standards  incorporated  in  Sections  201,  202  and  203  are  adopted,  as  a 
practical  matter,  states  will  be  compelled  to  secure  additional  state  revenue  to 
meet  the  increased  cost  in  their  welfare  programs.  The  only  alternative  would 
be  to  reduce  expenditures  on  other  state  programs  and  shift  that  money  into  the 
welfare  programs. 

The  Chamber  believes  it  is  inadvisable  and  inappropriate  to  compel  every  state 
to  adjust  the  pattern  of  its  expenditures  to  meet  objectives  set  by  the  Department 
of  Health,  Education  and  Welfare.  It  must  be  assumed  that  a  state's  budget 
and  fiscal  program  are  designed  by  the  state  executive  and  legislative  branch  to 
best  meet  all  of  the  needs  of  that  state.  If  a  particular  state  decides  it  is  neces- 
sary, for  example,  to  increase  state  aid  to  local  school  districts  in  order  to 
strengthen  the  education  system,  that  state  should  not  be  compelled  to  eliminate 
or  reduce  that  expenditure  in  order  to  revise  its  public  welfare  programs  in 
accord  with  dictates  laid  down  by  H.R.  5710. 

The  foregoing  comments  were  directed  largly  to  the  requirement  for  meeting 
full  need  as  proposed  in  Section  202  of  H.R.  5710  and  used  OAA  merely  as  an 
example.  The  thrust  of  those  comments,  however,  is  equally  applicable  to  the 
standards  that  would  be  imposed  by  Sections  201  and  203  and  to  the  other  affected 
welfare  programs. 

Efficient  provision  of  financial  help  to  people  in  need  can  be  best  assured  by 
placing  authority  and  responsibility  at  that  level  of  government  closest  to  the 
situation. 

The  Chamber  recommends  that  those  Sections  201,  202,  and  203  of  H.R.  5710  be 
deleted  from  the  bill. 

MEDICAL  ASSISTANCE 

Section  220  of  the  bill  would  initiate  a  limitation  on  the  federal  financial  parti- 
cipation in  Medical  Assistance  (Title  XIX)  after  December  31, 1967.  The  federal 
government  would  not  share  in  the  Medical  Assistance  payments  made  to  individ- 
uals and  families  whose  incomes  exceed  by  more  than  50  percent  the  highest  in- 
come standards  used  by  the  state  in  determination  of  eligibility  under  the  various 
cash  relief  programs — Old-Age  Assistance,  Aid  to  Families  With  Dependent  Chil- 
dren, Aid  to  the  Blind  and  Aid  to  the  Permanently  and  Totally  Disabled. 

This  federal-state  program  of  Medical  Assistance  was  designed  to  do  two 
things :  first,  to  consolidate  all  vendor  payment  medical  care  for  those  receiving 
cash  assistance  payments  under  one  program.  And,  second,  to  help  persons  with 
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low  income — those  who  do  not  need  public  welfare  to  meet  their  requirements 
for  day-to-day  living — who  may  need  assistance  to  meet  the  cost  of  medical  care. 

Congress  never  intended  that  this  program  should  apply  to  a  consoiderable  seg- 
ment of  the  adult  working  population  with  moderate  income,  or  that  Medical 
Assistance  would  supplant  voluntary  prepayment  arrangements  carried  on  an 
individual  basis,  or  provided  under  collective  bargaining  plans.  Some  states  have 
set  unrealistically  high  income  levels  for  eligibility  under  this  program  which  en- 
courages the  dropping  of  voluntary  prepayment  arrangements  to  meet  health  care 
costs,  and  the  transfer  of  this  risk  to  tax  supported  programs. 

The  National  Chamber  does  not  believe  that  Medical  Assistance  should  supplant 
existing  voluntary  arrangements  for  meeting  the  cost  of  health  and  medical  care. 
Moreover,  this  program  should  not  apply  to  adults  with  moderate  incomes. 
Therefore,  we  favor  in  principle  a  limit  on  the  extent  of  federal  participation  in 
Title  XIX.  At  this  juncture,  we  do  not  know  whether  the  proposed  50  percent 
limit  above  state  cash  relief  standards  is  the  proper  solution. 

We  would  like  to  call  the  Committee's  attention  to  the  fact  that  H.R.  5710  does 
not  contain  a  provision  which  this  Committee  thought  was  necessary  in  order  to 
limit  the  scope  of  Medical  Assistance  and  the  amount  of  federal  financial  parti- 
cipation required. 

In  the  last  Congress,  this  Committee  felt  it  was  necessary  to  limit  the  propor- 
tion of  the  adult  working  population  with  moderate  income  who  could  qualify 
under  the  Medical  Assistance  provisions.  H.R.  18225,  which  was  reported  out  by 
this  Committee,  would  have  excluded  "...  from  Federal  matching  the  medical 
assistance  payments  on  behalf  of  these  adult  relatives  whose  income  exceeds  the 
limit  set  by  the  States  for  money  payments  under  the  Aid  to  Families  With  De- 
pendent Children  Program." 11  At  that  time,  it  was  estimated  that  during  fiscal 
year  1967-68  this  exclusion  would  result  in  a  reduction  of  federal  expenditures  of 
about  $80  million  a  year.  The  Chief  Actuary  pointed  out  that  the  long-range  sav- 
ings under  the  program  would  be  substantially  greater  than  the  first  year  savings. 

TAXATION   OF  BENEFITS 

Mr.  Egger  will  discuss  Title  V  of  the  bill  in  detail  but  I  want  to  comment  on  it 
very  briefly — strictly  from  the  standpoint  of  the  Social  Security  program. 

The  Chamber  is  opposed  to  subjecting  Social  Security  old-age  benefits  to  Fed- 
eral income  taxation. 

The  net  effect  of  Title  V  is  to  reduce  the  old-age  benefits  payable  to  retired 
workers  who  have  "too  much"  income.  Thus,  a  "needs"  test  against  which  so 
many  have  railed  so  fiercely  is  introduced,  albeit  in  a  modified  form,  and  by  the 
back  door,  into  the  OASDI  cash  benefit  program  itself. 

The  Chamber  cannot  see  how  the  Social  Security  program  will  be  strengthened 
or  made  more  appealing  to  young  workers  if  they  are  put  on  notice  that  the 
benefits  they  expect  to  receive  may  be  of  doubtful  value. 

The  doubt  and  concern  that  inevitably  would  rise  in  the  minds  of  young 
workers  about  the  "take-home"  dollar  amount  of  retirement  benefits  implicitly 
promised  them  could  seriously  undermine  their  willingness  to  continue  paying 
the  taxes  necessary  to  maintain  a  sound  Social  Security  system. 

CONCLUSION 

Concluding  our  testimony  on  provisions  in  H.R.  5710  affecting  Social  Security, 
we  urge  this  Committee  to  reject  totally : 

1.  The  dollar  ceiling  on  dependent  spouses'  benetfie. 

2.  The  taxation  of  any  Social  Security  benefits.  Both  inject,  for  the  first 
time,  a  "needs  test"  into  Social  Security. 

3.  The  introduction  of  a  new  factor — years  of  coverage — in  determining 
benefit  amounts.  This  would  be  a  first,  and  big  step  toward  destruction  of 
benefit-wage  relationship. 

Are  these  various  changes  proposed  in  order  to  tailor  Social  Security  into  a 
tool  in  the  "War  on  Poverty"?  Why  place  a  ceiling  on  benefits  to  some  dependent 
spouses?  Why  subject  benefits  to  Federal  income  taxes — unless  it  is  to  reduce 
the  flow  of  benefit  money  to  persons  who  may  be  presumed  to  have  "too  much" 
income? 


11  See,  House  Ways  and  Means  Committee,  Limitations  on  Federal  Participation  Under 
Title  XIX  of  the  Social  Security  Act,  Report  No.  2224,  89th  Cong.,  2nd,  p.  2. 
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Why  pay  as  much  in  benefits  to  some  elderly  as  to  others  who  have  twice  as 
large  a  wage-loss — unless  it  is  to  lift  those  with  the  smaller  wage  loss  to  some 
"poverty  level"? 

The  National  Chamber  urges  you  to  protect  the  Social  Security  program,  and 
preserve  the  basic  principles  which  have  safely  guided  this  Committee  for  the 
last  three  decades  in  devising  improvements. 

STATEMENT  OF  ROlSCOE  L.  EAGER,  JR. 

Mr.  Egger.  Mr.  Chairman  and  gentlemen  of  the  committee,  as  Mr. 
Chase  has  already  pointed  out,  my  name  is  Roscoe  L.  Egger,  Jr.  I 
am  a  partner  in  Price  Waterhouse  &  Co.  and  a  member  of  the  taxation 
committee  of  the  chamber  of  commerce  of  the  United  States. 

I  am  appearing  in  my  capacity  as  a  member  of  that  committee  to 
present  this  statement  in  the  interest  of  assisting  the  committee  in  its 
deliberations  on  this  bill  as  it  relates  to  tax  treatment  of  the  elderly. 

As  always,  the  national  chamber  is  grateful  for  an  opportunity  to 
present  its  views  to  this  committee  on  important  legislation. 

It  is  the  position  of  the  national  chamber  that  the  proposals  set 
forth  in  title  V  should  not  be  enacted.  We  believe  that  essentially  the 
net  effect  of  these  proposals  is  that  of  a  discriminatory  rate  adjust- 
ment which  is  neither  responsive  to,  nor  necessary  to  the  objectives 
sought. 

Quite  apart  from  the  merits  of  the  proposals,  w^e  do  not  believe  that 
changes  of  this  character  in  the  income  tax  laws  should  be  dealt  with 
as  a  part  of  the  Social  Security  Act  amendments. 

These  proposals  involve  substantial  and  far-reaching  questions  of 
income  tax  policy  and  should,  therefore,  be  considered  only  in  the  light 
of  and  along  with  other  related  income  tax  policy  questions. 

In  any  event,  we  do  not  believe  the  solution  to  the  problem  of  pro- 
viding a  simple  and  equitable  means  of  recognizing  the  need  for  eco- 
nomic security  for  older  Americans  lies  in  including  in  taxable  in- 
come social  security  and  railroad  retirement  benefits  without  at  the 
same  time  reviewing  the  entire  area  of  items  to  be  included  in  deter- 
mining taxable  income  or  excluded. 

The  historic  exemption  of  social  security  retirement  benefits  from 
income  tax  has  been  a  significant  factor  in  the  evaluation  of  the  ade- 
quacy or  inadequacy  of  the  level  of  benefits.  The  same  is  true  of 
railroad  retirement  benefits. 

The  exclusion  of  railroad  retirement  benefits  gave  recognition  to 
the  quasi-public  character  of  a  retirement  program  which  has  been 
uniformly  recognized  as  supplanting  old-age  benefits  provided  under 
the  Social  Security  Act. 

Although,  as  you  have  already  heard,  the  national  chamber  is  op- 
posed to  the  15 -percent  increase  in  social  security  benefits  contained 
in  the  President's  proposal,  it  must  be  made  clear  that  subjecting  these 
benefits  to  taxation  has  the  effect  of  a  reduction  of  these  benefits. 

It  would  seem  axiomatic  that  the  widely  varying  cost  of  social  se- 
curity to  our  citizens,  and  the  resultant  impossibility  of  giving  pre- 
cise recognition  to  this  factor  in  the  tax  treatment  of  the  benefits,  is 
a  most  appealing  reason  not  to  disturb  their  historic  exclusion  from 
gross  income. 

It  is  important  to  keep  in  mind  that  the  social  security  program 
covers  a  substantial  segment  of  our  population  and  exempting  the 
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benefits  from  taxation  provides  equality  of  treatment  and  uniform 
economic  value  of  the  benefits  to  all  recipients  alike. 

The  present  system  of  retirement  income  credits  for  elderly  taxpay- 
ers was  intended  to  provide  a  measure  of  consistency  in  the  income  tax 
treatment  of  our  older  citizens  who  have  retired  and  who  are,  in  large 
measure,  living  on  incomes  considerably  lower  than  they  previously 
enjoyed. 

The  mechanics  of  the  retirement  income  credit  are  such  as  to  pro- 
vide generally  uniform  income  tax  relief  regardless  of  the  means 
through  which  one  finances  his  retirement  years. 

In  considering  the  proposals  before  you,  I  urge  you  to  keep  in  mind 
that  the  income  tax  benefit  from  the  present  system  of  retirement 
income  credit  is  the  same  for  everyone  regardless  of  the  income  level 
of  the  individual  taxpayer. 

This  is  in  keeping  with  the  time-honored  standard  of  uniformity 
and  fairness  which  has  historically  characterized  the  shaping  of  our 
income  tax  laws. 

The  arguments  advanced  by  proponents  of  the  bill  create  the  infer- 
ence that  somehow  the  present  system  of  retirement  income  credit 
provides  a  greater  benefit  to  those  in  the  higher  income  tax  brackets 
than  to  those  in  the  lower  brackets. 

This  inference  is  clearly  unwarranted.  The  dollar  amount  of  the 
credit  is  the  same  for  everyone.  Here,  again,  this  was  carefully  con- 
sidered when  the  retirement  income  credit  system  was  developed,  and 
it  was  believed  then  that  by  providing  a  fixed  rate  for  determination 
of  the  credit,  no  one  would  secure  a  greater  benefit  than  anyone  else 
merely  because  of  the  tax  bracket  differentials. 

In  any  event,  even  if  it  is  a  fair  assumption  that  the  credit  may  be 
considered  discriminatory  with  regard  to  those  persons  continuing  to 
derive  income  from  their  own  labors  in  their  later  years,  the  same  criti- 
cism might  well  be  made  of  the  system  of  limiting  social  security 
benefits. 

But  we  have  heard  no  argument  in  favor  of  eliminating  these 
restrictions. 

A  further  criticism  made  of  the  present  retirement  income  credit 
is  its  complexity.  Admittedly,  the  mechanics  of  the  credit  are  com- 
plicated; however,  the  principal  complications  arise  because  of  the 
attempt  to  maintain  consistency  between  this  system  and  the  social 
security  benefits  in  general. 

Obviously,  if  a  more  simplified  system  of  credits  were  deemed 
essential,  it  would  be  a  rather  simple  matter  to  provide  an  across-the- 
board  uniform  benefit  to  all  taxpayers  having  reached  age  65. 

In  addition  to  the  proposal  to  subject  social  security  and  railroad 
retirement  benefits  to  income  taxation,  the  bill  has  a  provision  to 
eliminate  the  additional  $600  exemption  for  over- 65  taxpayers  and 
the  accompanying  $100  minimum  standard  deduction. 

The  proposal  to  tax  social  security  benefits  is  justified  by  the  nega- 
tive arguments  that  the  present  treatment  is  unsupported  by  any 
sound  principle  of  taxation;  that  the  present  arrangement  gives 
greater  benefits  to  the  wealthy,  and  should  be  supplanted  by  a  new 
uniform  method  of  granting  tax  relief  "to  all  elderly  taxpayers  in 
relation  to  their  needs." 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


1349 


Surely  all  of  the  consequences  of  this  move  have  not  yet  been  con- 
sidered thoroughly.  For  example,  many  private  pension  and  other 
retirement  income  plans  are  so  designed  as  to  take  into  account  the 
potential  retirement  benefits  to  be  provided  through  the  social  secu- 
rity program. 

Subjecting  these  benefits  to  income  taxation  means,  obviously,  that 
many  people  now  retired  or  retiring  in  years  to  come  will  simply  have 
less  to  live  on  in  their  retirement  years.  Many  have  made  commit- 
ments for  their  retirement  homes,  and  to  institutions,  based  on  what 
seemed  to  be  perfectly  sound  assumptions  regarding  the  amounts  to 
be  available  to  them  for  these  purposes. 

It  would  be  difficult  at  best  to  envision  a  method  of  providing  a 
more  uniform  and  equal  means  of  giving  recognition  to  the  need  for 
tax  relief  for  the  elderly  than  the  additional  exemptions  and  minimum 
deductions. 

The  proposal  to  eliminate  these  provisions,  purportedly  in  the 
interest  of  more  uniformity  or  fairness,  seems  anomalous. 

The  proposed  provision  for  special  exemptions  in  the  case  of  the 
over-65  taxpayers  would  seem  at  first  glance  to  have  the  merit  of 
simplicity. 

But  on  closer  examination  this  claimed  virtue  is  mitigated  by  the 
introduction  of  limitations  requiring  the  scaling  down  of  the  exemp- 
tion as  income  rises,  and  through  the  special  rules  for  the  application 
of  the  exemptions  to  married  couples. 

Moreover,  the  confusion  between  the  rules  for  the  special  exemp- 
tion for  those  over  65,  and  the  different  rules  governing  the  special 
deduction  for  those  under  65  receiving  social  security  benefits,  may 
well  outweigh  the  advantage  of  simplicity  claimed  for  the  proposals 
contained  in  the  bill. 

The  provision  which  would  increase  from  $600  to  $1,200  the  level 
of  income  which  can  be  received  by  an  elderly  taxpayer,  without  dis- 
allowing the  exemption  deduction  to  one  providing  the  support  of 
the  over-65  taxpayer,  is  probably  a  sound  proposal  wholly  apart  from 
the  proposal  to  tax  social  security  benefits. 

This  would  be  a  step  in  the  direction  of  granting  some  additional 
relief  to  those  who  are  supporting  in  whole  or  in  part  aging  parents 
and  grandparents. 

The  main  thrust  of  the  arguments  advanced  in  favor  of  the  proposals 
contained  in  the  bill  is  that  the  middle  and  higher  bracket  taxpayers 
cannot  demonstrate  need  and  should  not,  therefore,  be  entitled  to  the 
advantage  of  continued  tax  exemption  of  social  security  and  railroad 
retirement  benefits. 

In  addition,  one  of  the  virtues  claimed  for  the  plan  is  that  the  cost 
of  providing  additional  tax  benefits  for  a  large  number  of  our  elderly 
can  be  supported  by  imposing  a  greater  tax  on  those  recipients  of  bene- 
fits having  incomes,  including  social  security  and  similar  benefits,  of 
roughly  $7,000  or  more  a  year  in  the  case  of  single  persons,  and  $14,000 
in  the  case  of  married  couples. 

Of  course,  all  of  this  is  without  recognition  of  the  possibility  of  fu- 
ture rate  adjustments  or  the  consequences  of  revision  of  benefits  under 
the  Social  Security  Act.  Nor  does  it  recognize  the  impact  of  State  and 
local  taxation. 
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In  short,  this  proposal  does  not  eliminate  discrimination ;  far  from 
it.  It  shifts  the  emphasis  from  those  over-65  taxpayers  with  earned 
income,  if,  indeed,  there  is  discrimination  in  that  area,  to  those  with 
incomes  above  the  levels  deemed  to  mark  the  difference  between  need 
and  affluence. 

This  is,  indeed,  a  most  unique  approach  to  a  determination  or  defini- 
tion of  need.  Having  or  not  having  taxable  income  in  any  particular 
year  is  not  necessarily  determinative  of  the  taxpayer's  financial  con- 
dition. 

These  proposals  bid  fair  to  effect  a  significant  change  in  the  character 
of  social  security  retirement  benefits.  The  social  security  system  has 
long  been  regarded  as  social  insurance  available  to  all  on  an  equal  basis. 

The  proposals  contained  in  title  V  of  the  bill  would  change  the  char- 
acter of  this  program  to  that  of  a  welfare  program  having  as  its  princi- 
pal criteria  for  full  participation  the  amount  of  taxable  income  shown 
on  the  taxpayer's  return. 

The  national  chamber  of  commerce  has  long  been  on  record  as  an 
advocate  of  scaling  down  the  steeply  progressive  character  of  the  rate 
structure  of  our  income  tax  laws. 

However,  the  net  effect  of  the  proposals  of  title  V  of  this  bill  is  that 
of  a  decrease  in  taxes  imposed  at  the  lower  levels,  and  an  increase  in 
taxes  at  the  middle  and  higher  income  levels,  thus  further  emphasizing 
the  steeply  graduated  rate  structure. 

Naturally,  such  a  result  would  be  directly  contrary  to  the  chamber's 
insistence  that  we  work  toward  a  more  equitable  distribution  of  the 
burden  of  income  taxation  on  our  citizens. 

We  find  it  difficult  to  believe  that  some  means  cannot  be  found  to  pro- 
vide a  truly  fair  and  equitable  method  of  providing  relief  for  elderly 
taxpayers. 

Although  we  have  no  panacea  to  offer  at  this  particular  time,  we 
urge  most  strongly  that  the  present  method  of  retirement  income 
credits  be  retained  until  such  time  as  there  can  be  developed  different 
criteria  which  will  meet  the  tests  of  equity  and  fairness  to  all  tax- 
payers alike  as  well  as  that  of  further  simplification. 

The  national  chamber  will,  of  course,  be  pleased  to  assist  in  the  de- 
velopment of  new  criteria  and  thereafter  to  bring  such  proposals  to 
your  attention  for  appropriate  action. 

Mr.  Chairman,  that  completes  our  statement. 

(The  statement  referred  to  follows :) 

Statement  of  Roscoe  L.  Egger,  Jr.,  Chamber  of  Commerce 
of  the  United  States 

Mr.  Chairman  and  gentlemen  of  the  committee,  my  name  is  Roscoe  L.  Egger, 
Jr.  I  am  a  partner  in  Price  Waterhouse  &  Co.  and  a  member  of  the  Taxation 
Committee  of  the  Chamber  of  Commerce  of  the  United  States.  I  am  appearing 
in  my  capacity  as  a  member  of  that  Committee  to  present  this  statement  in 
the  interest  of  assisting  the  Committee  in  its  deliberations  on  this  Bill  as  it 
relates  to  tax  treatment  of  the  elderly.  As  always,  the  National  Chamber  is 
grateful  for  an  opportunity  to  present  its  views  to  this  Committee  on  important 
legislation. 

It  is  the  position  of  the  National  Chamber  that  the  proposals  set  forth  in 
Title  V  should  not  be  enacted.  We  believe  that  essentially  the  net  effect  of  these 
proposals  is  that  of  a  discriminatory  rate  adjustment  and  is  neither  responsive 
to,  nor  necessary  to  the  objectives  sought.    Quite  apart  from  the  merits  of  the 
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proposals,  we  do  not  believe  that  changes  of  this  character  in  the  income  tax 
laws  should  be  dealt  with  as  a  part  of  the  Social  Security  Act  Amendments. 
These  proposals  involve  substantial  and  far-reaching  questions  of  income  tax 
policy  and  should,  therefore,  be  considered  only  in  the  light  of  and  along  with 
other  related  income  tax  policy  questions. 

In  any  event,  we  do  not  believe  the  solution  to  the  problem  of  providing  a 
simple  and  equitable  means  of  recognizing  the  need  for  economic  security  for 
older  Americans  lies  in  including  in  taxable  income  social  security  and  railroad 
retirement  benefits  heretofore  not  considered  subject  to  income  tax  without  at 
the  same  time  reviewing  the  entire  area  of  items  to  be  included  or  excluded  in 
determining  taxable  income. 

The  historic  exemption  of  social  security  retirement  benefits  from  income  tax 
has  been  a  significant  factor  in  the  evaluation  of  the  adequacy  or  inadequacy 
of  the  level  of  benefits  to  be  provided.  The  same  is  true  of  railroad  retirement 
benefits.  The  exclusion  of  these  benefits  gave  recognition  to  the  quasi  public 
character  of  a  retirement  program  which  has  been  uniformly  recognized  as  sup- 
planting old-age  benefits  provided  under  the  Social  Security  Act. 

Although,  as  you  have  already  heard,  the  National  Chamber  is  opposed  to  the 
15%  increase  in  social  security  benefits  contained  in  the  President's  proposal,  it 
must  be  made  clear  that  subjecting  these  benefits  to  taxation  has  the  effect  of  a 
reduction  of  the  benefits.  Thus,  if  there  is  to  be  any  increase  in  benefits,  the  pro- 
gram as  a  whole  would  be  for  some  at  one  and  the  same  time  a  reduction  of  and 
an  increase  in  the  benefits  provided  under  the  Social  Security  Act. 

It  would  seem  axiomatic  that  the  widely  varying  cost  of  social  security  to  our 
citizens  and  the  resulting  impossibility  of  giving  precise  recognition  to  this  fac- 
tor in  the  tax  treatment  of  the  benefits  is  a  most  appealing  reason  not  to  disturb 
their  historic  exclusion  from  gross  income.  It  is  important  to  keep  in  mind  that 
the  social  security  program  covers  a  substantial  segment  of  our  population  and 
exempting  the  benefits  from  taxation  provides  equality  of  treatment  and  uni- 
form economic  value  of  the  benefits  to  all  recipients  alike. 

The  present  system  of  retirement  income  credits  for  elderly  taxpayers  was  in- 
tended to  provide  a  measure  of  consistency  in  the  income  tax  treatment  of  our 
older  citizens  who  have  retired  and  are  in  large  measure  living  on  incomes  con- 
siderably lower  than  they  previously  enjoyed.  The  mechanics  of  the  retirement 
income  credit  are  such  as  to  provide  generally  uniform  income  tax  relief  regard- 
less of  whether  the  means  through  which  one  finances  his  retirement  years  is 
social  security  benefits,  a  public  or  private  retirement  system,  his  own  thrift  or 
a  combination  of  these.  In  considering  the  proposals  before  you,  I  urge  you 
to  keep  in  mind  that  the  income  tax  benefit  from  the  present  system  of  retire- 
ment income  credit  is  the  same  for  everyone  regardless  of  the  income  level  of 
the  individual  taxpayer.  This  is  in  keeping  with  the  time-honored  standard  of 
uniformity  and  fairness  which  has  historically  characterized  the  shaping  of  our 
income  tax  laws. 

We  are  told  that  the  present  system  of  the  retirement  income  credit  is  dis- 
criminatory and  complicated,  thus  necessitating  the  changes  proposed  in  the  Bill. 
Although  it  is  true  that  the  present  system  involves  certain  limitations  in  cases 
where  the  taxpayer  continues  working  up  to  age  72,  these  features  were  in- 
cluded in  an  attempt  to  produce  essentially  the  same  general  level  of  tax  burden 
regardless  of  the  nature  of  the  retirement  income.  Although  the  present  sys- 
tem provides  greater  measure  of  relief  to  those  living  on  retirement  income  than 
to  those  who  continue  working  beyond  normal  retirement  age,  this  result  was  not 
unintentional  as  the  plan  was  originally  contemplated. 

The  arguments  advanced  by  proponents  of  the  Bill  create  the  inference  that 
somehow  the  present  system  of  retirement  income  credit  provides  a  greater 
benefit  to  those  in  the  higher  income  tax  brackets  than  to  those  in  the  lower 
brackets.  This  inference  is  clearly  unwarranted.  The  dollar  amount  of  the 
credit  is  the  same  for  everyone.  Here,  again,  this  was  carefully  considered  when 
the  retirement  income  credit  system  was  developed.  It  was  believed  then  that 
by  providing  a  fixed  rate  for  determination  of  the  credit,  no  one  would  secure 
a  greater  benefit  than  anyone  else  merely  because  of  the  tax  bracket  differentials. 
In  any  event,  even  if  it  is  a  fair  assumption  that  the  credit  may  be  considered 
discriminatory  with  regard  to  those  persons  continuing  to  derive  income  from 
their  own  labors  in  their  later  years,  the  same  criticism  might  well  be  made 
of  the  system  of  limiting  social  security  benefits.  But  we  have  heard  no  argu- 
ment in  favor  of  eliminating  these  restrictions. 
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A  further  criticism  made  of  the  present  retirement  income  credit  is  its  com- 
plexity. Admittedly,  the  mechanics  of  the  credit  are  complicated ;  however,  the 
principal  complications  arise  because  of  the  attempt  to  maintain  consistency 
between  this  system  and  the  social  security  benefits  in  general.  Thus,  many  of 
the  complications  arise  from  interpretation  and  application  of  the  10-year  earn- 
ings qualification ;  the  definition  of  qualifying  retirement  income  and  the  limita- 
tions relating  to  the  receipt  of  earned  income.  Obviously,  if  a  more  simplified 
system  of  credits  were  deemed  essential,  it  would  be  a  rather  simple  matter  to 
provide  an  across-the-board  uniform  benefit  to  all  taxpayers  having  reached 
age  65. 

In  addition  to  the  proposal  to  subject  social  security  and  railroad  retirement 
benefits  to  income  taxation,  the  Bill  has  as  one  of  its  features  a  provision  to 
eliminate  the  additional  $600  exemption  for  over-65  taxpayers  and  the  accom- 
panying $100  minimum  standard  deduction. 

The  proposal  to  tax  social  security  benefits  is  justified  by  the  negative  argu- 
ments that  the  present  treatment  is  unsupported  by  any  sound  principle  of  taxa- 
tion; that  the  present  arrangement  gives  greater  benefits  to  the  wealthy  and 
should  be  supplanted  by  a  new  uniform  method  of  granting  tax  relief  "to  all 
elderly  taxpayers  in  relation  to  their  needs." 

First,  the  30-year  history  of  uniform  treatment  of  social  security  benefits  gives 
the  present  approach  stature  and  should  not  be  disturbed  except  after  the  most 
searching  analysis. 

Surely  all  of  the  consequences  of  this  move  have  not  yet  been  considered 
thoroughly.  For  example,  many  private  pension  and  other  retirement  income 
plans  are  so  designed  as  to  take  into  account  the  potential  retirement  benefits 
to  be  provided  through  the  social  security  program.  Subjecting  these  benefits 
to  income  taxation  means,  obviously,  that  many  people  now  retired  or  retiring 
in  years  to  come  will  simply  have  less  to  live  on  in  their  retirement  years.  Many 
have  made  commitments  for  their  retirement  homes  and  to  institutions  based  on 
what  seemed  to  be  perfectly  sound  assumptions  regarding  the  amounts  to  be 
available  to  them  for  these  purposes. 

As  to  the  often  repeated  point  that  continued  exclusion  merely  provides  greater 
benefit  for  those  in  the  higher  brackets,  this  is  to  say  the  least  an  oversimpli- 
fication. Surely  the  element  of  cost  of  providing  the  benefits  of  social  security 
must  be  recognized.  It  should  not  be  overlooked  that  the  individual  taxpayer's 
share  of  this  cost  is  paid  out  of  his  after-tax  dollars.  Thus,  if  there  is  any 
validity  at  all  to  the  argument  that  exclusion  from  taxable  income  of  $1,000 
of  social  security  retirement  payments  by  a  top-bracket  taxpayer  provides  for 
him  $700  of  tax  relief  as  against  only  $145  for  one  in  the  lowest  bracket,  it  is 
equally  appropriate  to  point  out  that  $1,000  of  cost  absorbs  $3,333  of  before-tax 
income  in  the  case  of  the  70%-bracket  taxpayer  as  against  only  $1,170  in  the 
case  of  the  taxpayer  in  the  lowest  bracket.  Requiring  a  further  substantial 
tax  on  the  benefits  from  the  high-bracket  taxpayer  serves  only  to  compound 
this  already  unequal  treatment  which  arises  from  the  progressive  feature  of  our 
income  tax  rate  structure. 

It  would  be  difficult  at  best  to  envision  a  method  of  providing  a  more  uniform 
and  equal  means  of  giving  recognition  to  the  need  for  tax  relief  for  the  elderly. 
The  proposal  to  eliminate  these  provisions  purportedly  as  a  part  of  the  package 
in  the  interest  of  more  uniformity  or  fairness  seems  anomalous. 

The  proposed  provision  for  special  exemptions  in  the  case  of  the  over-65  tax- 
payers would  seem  at  first  glance  to  have  the  merit  of  simplicity.  But  upon 
closer  examination  this  claimed  virtue  is  mitigated  by  the  introduction  of  limita- 
tions requiring  the  scaling  down  of  the  exemption  as  income  rises  and  through 
the  special  rules  for  the  application  of  the  exemptions  to  married  couples. 
Moreover,  the  confusion  between  the  rules  for  the  special  exemption  for  the 
over-65  and  the  different  rules  governing  the  special  deduction  for  those  under 
65  receiving  social  security  benefits  may  well  outweigh  the  advantage  of  sim- 
plicity claimed  for  the  proposals  contained  in  the  Bill. 

The  provision  which  would  increase  from  $600  to  $1,200  the  level  of  income 
which  can  be  received  by  an  elderly  taxpayer  without  disallowing  the  exemp- 
tion deduction  to  one  providing  the  support  of  the  over-65  taxpayer  in  an  ap- 
propriate case  is  probably  a  sound  proposal  wholly  apart  from  the  proposal  to 
tax  social  security  benefits.  However,  it  is  said  to  be  justified  as  in  recognition 
of  the  inclusion  of  social  security  and  railroad  retirement  benefits  in  income, 
a  factor  which  has  not  heretofore  affected  minimum  income  limitations  on  the 
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dependency  exemption  deductions.  Since  the  average  social  security  benefits 
received  are  stated  to  be  in  the  neighborhood  of  $1,000,  the  minimum  income 
figure  should  be  $1,600  instead  of  $1,200  or  in  any  event  $1,440  to  give  recognition 
to  minimum  social  security  benefits  as  set  forth  in  the  proposals  contained  in 
the  Bill.  However,  the  amounts  proposed  in  the  Bill  for  minimum  income  levels 
would  be  a  step  in  the  direction  of  granting  some  additional  relief  to  those 
who  are  supporting  in  whole  or  in  part  aging  parents  and  grandparents. 

The  main  thrust  of  the  arguments  advanced  in  favor  of  the  proposals  contained 
in  the  Bill  is  that  the  middle  and  higher-bracket  taxpayers  cannot  demonstrate 
need  and  should  not,  therefore,  be  entitled  to  the  advantage  of  continued  tax 
exemption  of  social  security  and  railroad  retirement  benefits.  In  addition,  one 
of  the  virtues  claimed  for  the  plan  is  that  the  cost  of  providing  additional  tax 
benefits  for  a  large  number  of  our  elderly  can  be  supported  by  imposing  a  greater 
tax  on  those  recipients  of  benefits  having  incomes,  including  social  security  and 
similar  benefits,  of  roughly  $7,000  or  more  a  year  in  the  case  of  single  persons 
and  $14,000  in  the  case  of  married  couples.  Of  course  all  of  this  is  without 
recognition  of  the  possibility  of  future  rate  adjustments  or  the  consequences  of 
revision  of  benefits  under  the  Social  Security  Act.  Nor  does  it  recognize  the 
impact  of  state  and  local  taxation. 

In  short,  this  proposal  does  not  eliminate  discrimination — far  from  it.  It 
merely  shifts  the  emphasis  from  those  over-65  taxpayers  with  earned  income, 
if  indeed  there  is  discrimination  in  that  area,  to  those  with  incomes  above  the 
levels  deemed  to  mark  the  difference  between  need  and  aflluence.  This  is  indeed 
a  most  unique  approach  to  a  determination  or  definition  of  need.  Surely  I  need 
not  point  out  to  this  committee  that  having  or  not  having  taxable  income  in 
any  particular  year  is  not  necessarily  determinative  of  the  taxpayer's  financial 
condition.  These  proposals  bid  fair  to  effect  a  significant  change  in  the  char- 
acter of  the  social  security  retirement  benefits.  The  social  security  system  has 
long  been  regarded  as  social  insurance  available  to  all  on  an  equal  basis.  The 
proposals  contained  in  Title  V  of  the  Bill  would  change  the  character  of  this 
program  to  that  of  a  welfare  program  having  as  its  principal  criteria  for  full 
participation  the  amount  of  taxable  income  shown  on  the  taxpayer's  return. 

The  National  Chamber  has  long  been  on  record  as  an  advocate  of  scaling 
down  the  steeply  progressive  character  of  the  rate  structure  of  our  income  tax 
laws.  However,  the  net  effect  of  the  proposals  of  Title  V  of  this  Bill  is  that  of  a 
decrease  in  taxes  imposed  at  the  lower  levels  and  an  increase  in  taxes  imposed 
at  the  middle  and  higher  income  levels,  thus  further  emphasizing  the  steeply 
graduated  rate  structure.  Naturally  such  a  result  would  be  directly  contrary  to 
the  Chamber's  insistence  that  we  work  toward  a  more  equitable  distribution  of 
the  burden  of  income  taxation  on  our  citizens. 

Mr.  Chairman,  we  find  it  difficult  to  believe  that  some  means  cannot  be  found 
to  provide  a  truly  fair  and  equitable  method  of  providing  relief  for  elderly 
taxpayers.  Although  we  have  no  panacea  to  offer  at  this  particular  time,  we 
urge  most  strongly  that  the  present  method  of  retirement  income  credits  be 
retained  until  such  time  as  there  can  be  developed  different  criteria  which  will 
meet  the  tests  of  equity  and  fairness  to  all  taxpayers  alike  as  well  as  that  of 
further  simplification.  The  National  Chamber  will  of  course  be  pleased  to  assist 
in  the  development  of  new  criteria  and  thereafter  to  bring  such  proposals  to  your 
attention  for  appropriate  action. 

Mr.  Watts.  We  appreciate  that  statement. 
Any  questions  ? 

Mr.  Broyhill.  Mr.  Chairman  ? 
Mr.  Watts.  Mr.  Broyhill. 

Mr.  Broyhill.  Mr.  Egger,  you  said  you  were  opposed  to  the  pro- 
posal submitted  by  the  administration  that  social  security  benefits 
would  be  subjected  to  taxation  if  the  income  of  the  individual  exceeded 
a  certain  amount  ? 

Mr.  Egger.  That  is  right. 

Mr.  Broyhill.  You  do  feel  that  social  security  should  continue  to 
be  exempt  from  taxation  without  regard  to  other  income  ? 
Mr.  Egger.  That  is  our  position. 
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Mr.  Broyhill.  How  about  other  annuities  ?  Do  you  feel  the  same 
way  about  other  annuities  ?  Of  course,  you  referred  to  tax  credit  that 
other  annuities  receive  which  is  somewhat  complicated.  I  think  it 
was  originally  based  on  the  social  security  benefits  being  around  $1,500 
or  $1,600  and,  therefore,  was  somewhat  equal.  Would  you  feel  that 
other  annuities,  whether  they  be  civil  service  annuities,  self-employed 
annuities,  or  insurance,  should  receive  equal  treatment  ? 

Mr.  Egger.  I  am  not  proposing  that  the  present  system  of  retire- 
ment income  credit  be  eliminated.  This  does  tend  to  equalize  the 
income  tax  treatment  of  social  security. 

However,  taxing  social  security  benefits  doesn't  give  any  considera- 
tion to  the  cost  of  those  benefits  which  have  been  provided  by  the 
worker  and  by  the  employer  over  the  years  of  his  employment. 

I  think  it  would  be  extremely  difficult  to  arrive  at  any  kind  of  a 
formula  which  would  give  proper  recognition  to  that  cost,  plus  the 
fact  that  the  whole  level  of  social  security  benefits  has  been  geared  to 
the  30-year-plus  history  of  their  exclusion  from  taxable  income. 

If  you  are  going  to  begin  to  tax  these  benefits,  you  have  to  recog- 
nize that  this  whittles  down  substantially,  in  many  cases,  the  economic 
value. 

Mr.  Broyhill.  I  grant  that  that  is  a  problem  and  that  we  are  reneg- 
ing on  commitments  made  in  early  years  in  that  it  was  promised  that 
the  benefits  would  be  tax  exempt. 

By  the  same  token  we  are  increasing  those  benefits  by  raising  the 
dollar  amount  of  the  total  that  they  would  receive  at  the  time  they 
were  taxed  so  that  has  to  be  taken  into  consideration  also,  I  suppose. 

Mr.  Egger.  If  the  increase  in  the  benefits  were  geared  to  only  the 
increased  cost  of  taxing  those  benefits  I  suppose  the  argument  could 
be  made ;  but  we  do  have  inflationary  factors  and  many  other  factors 
which,  in  effect,  would  require  a  reexamination  of  the  level  of  benefits 
under  the  social  security  program. 

Mr.  Broyhill.  I  don't  know  that  I  have  too  much  quarrel  with 
your  position  other  than  the  fact  that  I  feel  very  strongly  that  we 
ought  to  make  some  effort  here  to  treat  all  annuities  alike  insofar 
as  tax  relief  is  concerned  or  tax  forgiveness  is  concerned,  and  the  ad- 
ministration proposal  seems  to  be  a  step  in  that  direction,  even  though 
I  agree  that  it  is  somewhat  reneging  on  a  prior  commitment. 

The  other  factor  that  concerns  me  somewhat  is,  why  those  over 
65  should  be  automatically  entitled  to  so  much  extra  tax  concession 
without  regard  to  other  income  when  you  stated  you  don't  like  the 
progressive  form  of  taxation. 

You  would  like  to  have  it  modified  somewhat,  but  those  under  65 
are  subjected  to  it.  Let's  take  the  couple  over  65  who  may  have  in- 
come in  excess  of  $6,000  or  $7,000,  who  have  no  problem  of  sustaining 
life. 

They  have  their  medical  benefits  paid  for  completely,  practically 
100  percent,  90  percent,  anyway;  by  those  under  65.  By  comparison 
a  young  couple  that  may  be  in  that  same  income  bracket,  may  have 
children  to  educate  and  have  their  home  to  pay  for.  Why  should 
that  person  over  65,  in  that  bracket,  now.  be  exempt  from  the  pro- 
gressive form  of  taxation  when  the  person  in  his  thirties  or  late 
twenties  is  not  exempt  from  it  ? 
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Mr.  Egger.  As  I  mentioned  in  my  statement,  the  chamber  has 
been  opposed  to  the  progressivity,  to  certainly  increasing  progressiv- 
ity.  We  have  been  in  favor  of  decreasing  the  progressivity  in  the 
rate  structure. 

So  far  as  the  taxation  of  the  social  security  benefits  is  concerned, 
we  would  certainly  like  to  see  the  social  security  benefits  maintained 
on  a  basis  which  provides  equality  of  value  in  these  benefits  to  all 
the  citizens,  without  regard  to  how  else  they  may  have  been  able 
to  finance  themselves  through  savings  and  private  pension  plans  over 
their  lifetimes. 

In  other  words,  we  are  disassociating  this  because  of  its  long  history 
and  the  whole  purpose  of  the  social  security  program,  divorcing  that 
from  the  argument  of  whether  they  need  or  don't  need  these  addi- 
tional benefits. 

We  have  tried  to  say  in  both  these  statements  here  that  we  are 
opposed  to  the  idea  of  having  this  go  on  the  basis  of  a  needs  test. 

I  think  that,  when  you  talk  in  terms  of  taxing  benefits  to  individuals 
whose  other  income  or  income  from  other  sources  may  be  substantial, 
this  does  exactly  that. 

It  does  impose  a  needs  test. 

Mr.  Broyhill.  I  find  myself  quite  often  in  agreement  with  you 
in  the  U.S.  Chamber  of  Commerce  and  I  don't  think  we  are  too  much 
in  disagreement  right  now,  but  I  do  represent  a  large  group  of  civil 
service  annuitants  and  either  representative  government  or  politick 
is  having  a  little  play  here. 

I  would  like  to  do  everything  I  can  do  to  make  sure  that  there 
are  no  inequities  between  the  tax  treatment  of  civil  service  annuitants 
and  social  security  annuitants. 

Mr.  Watts.  I  would  ask  the  gentleman  if  his  questions  are  going 
to  be  much  longer. 

Mr.  Broyhill.  I  am  through,  Mr.  Chairman. 

Mr.  Watts.  We  do  have  to  leave  and  I  was  hoping  we  could  get 
through  with  you  gentlemen  so  you  would  not  have  to  come  back. 

Do  you  have  questions? 

Mr.  Byrnes.  No. 

Mr.  Broyhill.  This  concludes  my  questions. 
Mr.  Watts.  Any  other  questions? 
If  not,  thank  you  very  much  for  appearing. 
Mr.  Egger.  Thank  you,  sir. 

(The  following  letter  was  received  by  the  committee:) 

Chamber  of  Commerce  of  the  United  States, 

Washington,  D.C.,  April  19, 1967. 

Hon.  Wilbur  D.  Mills, 

Chairman,  House  Ways  and  Means  Committee,  House  of  Representatives,  Wash- 
ington, B.C. 

Dear  Mr.  Mills  :  On  March  21,  Mr.  Henry  H.  Chase  was  privileged  to  present 
the  views  of  the  National  Chamber  on  H.R.  5710  to  the  House  Ways  and  Means 
Committee. 

The  National  Chamber  wishes  to  supplement  its  March  21  statement  by 
requesting  favorable  consideration  of  proposals  which  have  been  offered  by 
major  casualty  insurance  industry  trade  associations  to  eliminate  duplication 
between  medical  payments  under  liability  insurance  policies  and  medical  pay- 
ments made  under  Titles  XVIII  and  XIX  of  the  Social  Security  Act.  For 
example,  these  proposals  to  eliminate  duplication  provide  that  an  opportunity 
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be  given  to  the  insurance  carrier  of  the  third  party  to  pay  medical  expenses 
initially.  In  cases,  where  determination  of  the  claim  is  delayed,  payment  under 
the  state  plan  could  be  made,  provided  reimbursement  is  required  when  recovery 
from  the  third  party  is  obtained. 

We  note  that  of  the  total  $3  billion  bodily  injury  liability  payments  made  by 
liability  insurers  in  1965,  in  excess  of  $600  million  involved  reimbursement  for 
medical  expenses.  Just  how  much  of  this  $600  million  was  paid  to  those  eligible 
for  Title  XVIII  and  XIX  benefits  is  not  certain.  There  is  no  doubt,  however, 
that  economic  savings  would  be  substantial  if  the  proposals  to  coordinate  liability 
insurance  payments  and  Social  Security  benefits  were  adopted. 

We  urge  your  Committee  to  give  thorough  consideration  to  these  proposals, 
and  we  request  that  this  letter  be  included  in  the  record  of  the  hearings  on 
H.R.  5710. 

Cordially, 

Don  A.  Goodall, 

Legislative  Action  General  Manager. 

Mr.  Watts.  We  will  recess  until  2 :15. 

(Whereupon,  at  12:25  p.m.  the  hearing  was  recessed  to  reconvene 
at  2 :15  p.m.  the  same  day.) 

AFTERNOON  SESSION 

Mr.  Watts.  The  committee  will  come  to  order. 

Will  the  representatives  of  the  National  Council  of  Senior  Citizens 
come  around  ?  We  will  be  delighted  to  hear  you  at  this  time.  Please 
give  your  names  to  the  reporter  and  introduce  your  companions,  and 
proceed  as  you  wish. 

STATEMENTS  OF  JOHN  W.  EDELMAN,  PRESIDENT;  JAMES  CUFF 
O'BRIEN,  ASSISTANT  TO  THE  PRESIDENT;  WILLIAM:  HUTT0N, 
EXECUTIVE  OFFICER;  AND  WALTER  NEWBURGrHER,  NATIONAL 
VICE  PRESIDENT,  NATIONAL  COUNCIL  OF  SENIOR  CITIZENS 

Mr.  Edelman.  Mr.  Chairman,  I  am  John  W.  Edelman,  president 
of  the  National  Council  of  Senior  Citizens.  On  my  right  here  is  Mr. 
James  Cuff  O'Brien,  who  is  the  assistant  to  the  president  of  the  Na- 
tional Council  of  Senior  Citizens  and  specialist  on  retirement  prob- 
lems for  the  United  Steel  Workers  of  America.  Next  in  line  is  Mr. 
William  Hutton,  who  is  the  executive  officer  of  the  National  Council  of 
Senior  Citizens.  Mr.  Hutton  is  from  Washington,  D.C. 

On  my  far  right  is  Mr.  Walter  Newburgher,  avIio  is  a  national  vice 
president  of  our  organization  and  president  of  the  Congress  of  Senior 
Citizens  of  the  Greater  New  York  area. 

Mr.  Watts.  We  are  delighted  to  have  the  whole  group  here. 

Mr.  Edelman.  Mr.  Chairman,  I  became  president  of  the  National 
Council  of  Senior  Citizens  in  1963  when  the  distinguished  founder  of 
our  organization,  who  was  a  former  colleague  of  yours,  Congressman 
Aime  J.  Forand,  was  obliged  to  retire  from  our  organization  as  a  result 
of  ill  health,  as  indeed  he  had  earlier  been  obliged  to  resign  from  the 
Congress  for  the  same  reason. 

Congressman  Forand,  or  ex-Congressman  Forand  actually,  in  the 
first  instance,  appointed  me  president  of  the  organization,  but  after 
that  on  two  occasions  I  have  been  elected  to  office. 

I  have  been,  as  some  of  you  know,  an  active  registered  lobbyist  here 
in  Washington  for  many  years  for  labor  organizations.  Until  I  retired 
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from  that  position  and  I  took  this  job  on  a  completely  voluntary  basis. 
The  constitution  of  my  organization  forbids  me  from  being  paid. 

I  am  just  going  to  make  a  short  introductory  statement.  The  burden 
of  today's  presentation  by  our  organization  will  be  carried  by  the  three 
gentlemen  who  are  with  me. 

Mr.  Watts.  Do  you  desire  the  complete  statement  to  appear  in  the 
record  ? 

Mr.  Edelman.  If  you  please,  Mr.  Watts. 

Mr.  Watts.  Without  objection,  it  is  so  ordered. 

( The  statement  referred  to  f ollows : ) 

Statement  of  John  W.  Edelman,  President,  National  Council  of  Senior 

Citizens 

Mr.  Chairman  and  members  of  the  committee,  my  name  is  John  Edelman  and  I 
became  President  of  the  National  Council  of  Senior  Citizens  in  1963  when  the  dis- 
tinguished founder  of  this  organization,  your  former  Committee  colleague,  Aime 
J.  Forand,  was  forced  to  retire  for  reasons  of  ill-health  which  had  earlier  caused 
his  retirement  from  Congress. 

As  a  member  of  the  locally  affiliated  Greater  Washington  Council  of  Senior 
Citizens  I  had  been  actively  connected  with  the  national  group  since  it  was  set  up 
in  August,  1961. 

Mr.  Chairman,  I  have  recently  returned  to  my  office  and  am  still  slowly  recuper- 
ating from  a  rather  severe  illness. 

With  your  permission,  after  I  make  my  own  short  introductory  statement,  I 
would  like  to  call  on  other  officers  and  staff  of  the  National  Council  to  assist  me 
by  taking  over  specific  segments  of  our  testimony  on  the  President's  proposals  to 
amend  the  social  security  system. 

Accompanying  me,  Mr.  Chairman,  are:  my  assistant,  James  Cuff  O'Brien,  who 
will  direct  his  attention  to  social  security  cash  benefits ;  William  R.  Hutton, 
executive  director  of  the  National  Council  of  Senior  Citizens,  who  will  concern 
himself  with  Medicare;  and  Walter  Newburgher,  the  National  Council's  East 
Coast  vice  president  who  is  also  president  of  the  Congress  of  Senior  Citizens  of 
Greater  New  York.    Mr.  Newburgher  will  talk  about  Medicaid. 

This  Committee,  Mr.  Chairman,  has  graciously  consented  on  many  occasions 
over  recent  years  to  hear  the  views  of  the  National  Council  on  the  problems  of 
all  older  Americans.  In  less  than  six  years  this  nonprofit,  nonpartisan  Council, 
comprised  of  more  than  two  thousand  affiliated  but  completely  self-governing 
older  people's  clubs,  has  grown  to  be  the  largest  organized  group  of  the  elderly 
in  America.  Our  affiliated  clubs  have  a  combined  membership  of  over  two 
million — and  it  is  a  broad  section  of  the  nation's  older  people. 

We  have  concerned  ourselves  with  the  entire  range  of  problems  of  the  elderly. 
I  do  not  need  tell  you  that  many  new  problems  continue  to  develop  as  a  conse- 
quence of  our  changing  society. 

But  in  everything  we  have  done1 — and  are  planning  to  do — our  purpose  is  to 
benefit  the  elderly,  not  to  exploit  them. 

We  were  proud  to  be  in  the  forefront  of  the  fight  for  Medicare — and  I  want 
you  to  know  that  we  are  not  merely  seeking  special  favors  for  older  people.  We 
have  promoted  the  interest  of  senior  citizens  in  harmony  with  the  national 
interest  and  I  believe  the  efforts  of  our  affiliated  clubs  with  regard  to  such  things 
as  the  nuclear  test  ban  treaty,  civil  rights  and  voting  rights,  tax  and  excise 
cuts,  the  housing  bill,  the  anti-poverty  program,  etc.  have  won  unique  respect 
from  the  nation's  lawmakers  as  a  responsible  movement  of  the  elderly,  capable 
of  looking  beyond  its  own  problems. 

Mr.  Chairman,  the  National  Council  of  Senior  Citizens  with  a  membership  of 
two  million  of  the  nation's  nearly  twenty  million  persons  over  65  obviously 
cannot  claim  to  speak  on  behalf  of  all  older  Americans.  But  we  believe  our  vast 
membership  throughout  all  states  represents  a  valuable  cross  section  of  elderly 
opinion  which  can  be  useful  to  this  Committee.  Our  affiliated  groups  include 
church,  synagogue  and  other  religious  groups,  recreation  clubs,  business  and 
union  retiree  organizations,  cultural,  social  and  welfare  groups,  fraternal  and 
professional  organizations,  veterans  clubs. 
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We  may  be  nonpartisan,  but  we  are  mostly  definitely  not  nonpolitical.  Under 
the  umbrella  of  our  national  organization — controlled  by  an  annual  convention 
run  on  strict  democratic  principles — our  affiliated  groups  have  united  in  effective 
social  action. 

We  are  proud  to  appear  here  today  as  a  voice  for  older  people.    We  are 
desperately  interested  in  winning  a  better  life  for  all  older  Americans. 
I  would  now  like  to  ask  Mr.  O'Brien  to  continue  with  our  testimony. 

Mr.  Edelman.  We  deeply  appreciate  that. 

Just  let  me  say  quickly  here  that  the  National  Council  of  Senior 
Citizens  is  today,  I  think,  without  question  from  the  standpoint  of 
mass  membership  the  largest  of  the  organizations  of  older  people  to 
exist  today  in  the  United  States,  and  no  doubt  is  the  organization  with 
a  membership  of  this  size  to  exist  for  the  longest  period  of  time  than 
any  similar  organization  has  ever  done  in  the  past. 

We  are  an  organization  that  prides  itself  on  the  fact  that  we  do  not 
seek  the  gains  or  the  advantages  of  older  people  at  the  expense  of  the 
community.  We  are  putting  the  interest  of  the  public  first  and  the 
needs  of  the  seniors  must  subordinate  themselves  to  that  concern. 
We  work  on  many  issues  other  than  medicare,  medical  aid,  and  social 
security  matters,  and  have  at  the  local  level  particularly  concerned 
ourselves  with  all  sorts  of  local  problems  in  addition  to  carrying  on 
programs  of  mutual  assistance,  recreation,  education,  and  so  forth. 

There  is  today  in  existence  formally  affiliated  with  our  organization 
2,000  clubs  in  virtually  every  State  of  the  Union,  and  our  total  mem- 
bership is  something  in  the  neighborhood  of  2  million.  We  are  an  ex- 
traordinarily diverse  cross  section  of  the  community,  probably  the 
largest  segment  of  our  membership  is  composed  of  church  oriented  or- 
ganizations. We  have  large  numbers  of  retired  from  trade  unions, 
professional  organizations,  and  many  others.  All  our  affiliates  are 
completely  autonomous  and  the  positions  that  we  take  here  today  are 
based  on  convention  resolutions  at  the  annual  conventions  of  our  or- 
ganization, which  are  usually  attended  by  somewhere  between  700,  800, 
900  delegates.  There  are  intense  debates  on  these  questions,  and  they 
are  decided  on  a  purely  democratic  basis. 

I  shall  ask  immediately  that  Mr.  O'Brien  present  to  you,  sir,  the  sec- 
tion of  our  testimony  which  deals  specifically  with  the  social  security 
amendments  which  are  being  considered  by  this  committee. 

Mr.  O'Brien. 

Mr.  Watts.  Mr.  O'Brien,  you  are  recognized,  sir. 

STATEMENT  OF  JAMES  CUFF  O'BRIEN 

Mr.  O'Brien.  Thank  you,  Mr.  Chairman. 

My  name  is  James  Cuff  O'Brien.  I  am  a  registered  voter  in  McLean, 
Va.  I  am  director  of  the  United  Steel  Workers  Department  of  Retired 
and  Older  Workers.  I  am  lend-lease,  as  it  were,  to  the  National  Coun- 
cil of  Senior  Citizens  through  the  graciousness  and  interest  of  the 
United  Steel  Workers  Union. 

The  desperate  plight  of  millions  of  older  Americans  forced  to  exist 
on  inadequate  income  cries  out  for  correction.  Poverty  cases  reported 
to  the  National  Council  of  Senior  Citizens'  staff  in  virtually  every  area 
of  the  country  are  truly  pathetic. 
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If  the  distinguished  members  of  the  committee  could  see  the  deg- 
radation and  misery  the  national  council  staffers  encounter  among  the 
elderly  they  visit,  I  am  sure  the  shortcomings  of  the  social  security  sys- 
tem would  become  more  and  more  evident  to  them. 

I  am,  of  course,  aware  that  urgent  concerns  in  addition  to  social 
security  demand  your  attention  and  that  you  must  rely  on  what  is 
reported  to  you  regarding  the  problems  of  the  Nation's  elderly.  We 
and  the  many  other  witnesses  invited  to  participate  in  these  hearings 
must  to  a  large  extent  be  your  eyes  and  ears. 

My  purpose  is  to  picture  for  you  the  heart-rending  conditions 
endured  by  millions  of  elderly.  Two  million  elderly  women  do  not 
have  as  much  as  70  cents  a  day  for  food,  because  of  their  pitifully 
inadequate  social  security  benefits,  as  Mollie  Orshansky,  a  highly 
rated  Government  researcher,  pointed  out  on  a  national  news  network 
recently. 

More  than  5,300,000  elderly  men  and  women  live  in  poverty,  as 
President  Johnson  noted  in  his  social  security  message  to  Congress. 
But,  these  are  statistics  and  statistics  always  leave  something  to  be 
desired. 

One  of  the  unfortunate  women  referred  to  by  Miss  Orshansky  tells 
of  her  situation  in  a  letter  to  National  Council  President  Edelman. 
The  writer  of  this  letter  is  a  72-year-old  widow  at  Cleveland,  Ohio. 
Her  letter,  dated  February  24,  states: 

Just  a  few  lines  hoping  all  you  good  people  who  are  trying  to  get  a  few 
dollars  for  us  from  the  Social  Security  Board  are  in  good  health. 

I  am  72,  an  American  citizen,  a  widow  for  28  years  and  I  have  worked  for 
46  years.  Two  and  a  half  years  ago,  I  fell  and  broke  my  right  shoulder  and 
elbow.  That  left  me  crippled  in  my  arm.  I  get  $83.70  a  month  in  Social  Security, 
but  I  have  to  pay  $50  a  month  in  rent  and  for  gas  and  light.  It's  mighty  hard 
to  exist  after  paying  rent  and  gas  and  light. 

I  cite  this  letter  because,  difficult  as  is  her  situation,  this  woman 
is  better  off  than  a  good  many  elderly  depending  on  agonizingly  low 
social  security  benefits.  This  woman  receives  close  to  the  average  social 
security  benefit  amounting  to  $84  a  month. 

One  woman  in  four  who  become  eligible  for  social  security  benefits 
at  age  65  or  older  get  no  more  than  $44  a  month — the  minimum  under 
the  present  social  security  law.  How  do  you  manage  on  $44  a  month, 
if  you  have  no  other  income — which  is  the  case  with  many  elderly 
poor?    You  go  on  relief,  as  750,000  social  security  recipients  have. 

These  men  and  women  have  had  to  surrender  their  pride  and  dig- 
nity to  keep  body  and  soul  together.  But,  among  the  elderly  poor, 
there  are  many  who  absolutely  refuse  to  go  on  relief  because  they  are 
too  proud  to  ask  for  help.  These  unfortunate  men  and  women  often 
hide  from  their  friends  and  neighbors  because  they  are  so  bitterly 
ashamed  of  their  poverty. 

I  can  note  here  that  when  Mrs.  Marjorie  Melton  testified  for  the 
Farmers  Union,  which  was  addressed  to  the  things  discovered  in 
Arkansas,  that  time  and  time  again  the  cases  of  hidden  poverty, 
people  who  did  not  because  of  their  pride  and  self-respect  want  to  go 
to  appeal  for  public  aid,  were  turned  up  by  the  work  of  the  volunteers. 
I  remind  the  distinguished  members  of  the  committee  that  this  is 
happening  in  our  beloved  country  during  an  era  of  unparalleled  pros- 
perity largely  made  possible  by  the  toil  of  our  elderly  citizens. 
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We  of  the  National  Council  of  Senior  Citizens  consider  the  Presi- 
dent's social  security  proposals  a  vital  step  toward  a  level  of  income 
for  the  elderly  that  will  properly  reflect  the  living  standards  of  the 
majority  of  Americans. 

The  President's  proposals  take  a  vital  first  step  in  this  direction,  but 
we  of  the  National  Council  of  Senior  Citizens  realize  they  do  not  go 
far  enough.  Nevertheless,  we  support  the  President's  proposals  and 
urge  their  enactment. 

The  goal  of  the  National  Council  of  Senior  Citizens  is  a  level  of 
social  security  benefits  guaranteeing  individuals  at  least  $150  and 
couples  at  least  $250  a  month  in  benefits  as  against  a  top  minimum 
of  $100  a  month  for  an  individual  and  $150  a  month  for  a  couple  un- 
der the  President's  proposals. 

As  I  have  pointed  out,  social  security  benefits  now  average  $84  a 
month  for  an  individual — approximately  $20  a  week.  Two  and  a  half 
million  widows  average  $74  a  month  or  $18  a  week  in  benefits.  Also, 
as  I  have  pointed  out,  many  social  security  recipients  get  as  low  as 
$44  a  month  or  approximately  $10  a  wek  in  benefits. 

I  submit  this  is  a  shameful  situation.  I  am  sure  the  majority  in 
Congress  recognize  it  as  shameful.  I  say  this,  because  Congress  has 
set  a  minimum  wage  for  firms  engaging  in  interstate  commerce  of  $1.40 
an  hour  or  $2,800  a  year,  and  this  minimum  will  go  to  $1.60  an  hour 
or  $3,200  a  year  next  year  for  a  full-time,  year-round  worker. 

This  is  a  minimum  wage,  85  percent  of  the  labor  force  earns  more 
than  the  minimum.  By  contrast,  the  minimum  social  security  benefit 
is  $44  a  month  and  the  average  social  security  recipient  receives  no 
more  than  $1,000  a  year  under  present  benefit  rates. 

The  aged  make  up  one-seventh  of  the  U.S.  population,  but  they 
are  one-third  of  all  poor  families.  As  an  economist,  I  like  to  use  sta- 
tistics, but  my  purpose  is  to  convey  to  you,  the  distinguished  mem- 
bers of  the  committee,  the  deep  desire  of  the  members  of  the  National 
Council  of  Senior  Citizens  for  enactment  of  President  Johnson's 
social  security  proposals. 

I  have  recently  devoted  2  months  to  visiting  affiliated  clubs  of  the 
National  Council  of  Senior  Citizens  from  coast  to  coast.  More  re- 
cently, I  have  visited  many  of  our  clubs  in  14  cities  where  AFL-CIO 
unions  held  large  public  rallies  supporting  the  President's  social  secu- 
rity proposals. 

it  has  been  most  heartening  to  seniors  everywhere  I  have  gone  to 
behold  the  enthusiastic  support  given  the  President's  proposals  by 
men  and  women  of  all  ages,  especially  at  the  recent  union-sponsored 
social  security  rallies. 

The  members  of  the  committee  have  undoubtedly  learned  through 
newspapers,  TV,  and  radio  reports  of  the  big  attendance  at  these  ral- 
lies with  meeting  halls  in  city  after  city  filled  to  overflowing.  In  ad- 
dition to  members  of  the  committee  learning  it  from  radio  and  TV 
reports,  members  of  the  committee — Congressman  Burke,  Congress- 
man Gilbert,  among  others — were  present  to  witness  the  rally  them- 
selves. 

This  support  by  the  young  of  the  President's  social  security  pro- 
posals is  heartening,  too,  because  very  often  information  media  make 
it  look  like  social  security  is  an  old  people's  program. 
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My  contacts  during  my  visits  around  the  country  and  during  prepa- 
rations for  the  union-sponsored  social  security  rallies  have  convinced 
me  young  people  are  behind  the  President's  social  security  proposals. 

This  should  come  as  no  surprise  to  the  distinguished  members  of  the 
committee  who  know  that  the  social  security  program  is  basically  a 
young  people's  program.  In  fact,  as  the  committee  members  are  un- 
doubtedly aware,  it  is  weakest  where  many  people  expect  it  to  be 
strongest — as  a  retirement  program. 

Congressman  John  H.  Gilbert,  a  member  of  the  committee,  points 
this  out  very  clearly  when  he  says  the  President's  social  security  pro- 
posals are  designed  to  provide  the  equivalent  of  $200,000  in  insurance 
coverage  for  a  35-year-old  worker  with  a  wife  and  two  children. 

I  think  it  worth  noting  that  young  people  have  come  to  recognize 
what  social  security  means  to  them  and  that  they  have  rejected  errone- 
ous statements  by  social  security  critics  that  a  young  person  would 
be  better  Off  if  he  could  buy  private  insurance  with  the  money  he  pays 
in  social  security  taxes. 

I  am  confident  the  committee  members  are  fully  informed  as  to  the 
falsity  of  this  claim.  If  any  of  the  committee  members  have  any 
doubt  on  this  score,  I  recommend  to  them  a  three-part  series  on  "How 
to  Buy  Insurance"  recently  published  by  Consumer  Reports,  the 
widely  read  monthly  Consumers  Union  magazine. 

As  the  magazine  points  out,  social  security  insurance  protection  is 
the  foundation  of  any  well-considered  private  insurance  program. 
We  all  know  that  insurance  protection  is  costly  and  that  the  price  is 
related  to  the  protection  offered. 

As  a  spokesman  for  an  organization  representing  seniors,  I  em- 
phasize this  because  some  social  security  critics  try  to  claim  young 
people  pay  too  much  in  social  security  taxes  for  the  protection  they 
receive. 

We  have  the  word  of  Robert  J.  Myers,  Chief  Actuary  of  the  Social 
Security  Administration,  whose  job  it  is  to  check  the  adequacy  of 
social  security  financing,  that  this  simply  is  not  so. 

In  fact,  Mr.  Myers  points  out  that  the  social  security  trust  fund 
has  been  so  well  managed  over  the  years  that  a  worker  who  pays  social 
security  taxes  for  his  lifetime  contributes  only  80  percent  of  the  value 
of  his  social  security  protection. 

The  life  insurance  and  disability  protection  for  young  families 
under  social  security  is  outstanding.  It  is  most  distressing  to  seniors 
to  discover  upon  retirement  how  far  social  security  retirement  benefits 
have  fallen  behind  realistic  levels. 

Seniors  from  coast  to  coast  welcome  the  President's  proposals  call- 
ing for  minimum  payments  of  $100  a  month  for  individuals  and  $150 
for  couples  with  25  years'  social  security  coverage,  $70  a  month  for 
other  individuals,  and  $105  a  month  for  other  couples  entitled  to 
social  security. 

I  respectfully  suggest  that  young  people,  who  themselves  have  such 
a  big  stake  in  social  security,  are  glad  to  pay  the  modest  increase  in 
social  security  taxes — approximately  50  cents  a  week  more  than  under 
the  present  law — to  fund  the  President's  social  security  proposals. 
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Americans  of  all  ages  cannot  but  recognize  that  we  must  eliminate 
the  gap  between  affluent  living  standards  of  the  majority  and  the  de- 
pressed living  standards  of  millions  of  elderly  poor. 

That  is  why  the  National  Council  of  Senior  Citizens  endorses  the 
President's  proposals  for  a  modest  increase  in  customary  payroll  taxes 
with  no  addition  of  general  revenue — Federal  income  taxes — to  sup- 
plement the  payroll  tax  at  this  time. 

However,  we  of  the  national  council  favor  ultimate  general  reve- 
nue supplementation  of  social  security  taxes  as  a  matter  of  justice 
and  equity. 

As  the  committee  members  know,  an  estimated  one-third  of  today's 
social  security  taxes  go  to  pay  benefits  for  early  social  security  recip- 
ients who  necessarily  could  contribute  only  a  tiny  fraction  of  the  cost 
of  their  benefits.  This  alone  justifies  a  reasonable  supplementation 
of  social  security  payroll  taxes  with  general  tax  dollars. 

We  must  face  the  fact,  too,  that  the  payroll  tax  is  a  regressive  tax 
falling  hardest  on  those  with  the  smallest  incomes.  Supplementation 
of  the  payroll  tax  with  general  tax  dollars  would  be  fair  and 
reasonable. 

Finally,  the  National  Council  of  Senior  Citizens  insists  that,  in  a 
country  as  wealthy  as  ours,  we  can  well  afford  to  provide  some  gen- 
eral tax  dollars  to  guarantee  our  elderly  a  minimum  of  dignity  and 
security  in  their  declining  years. 

We  believe  it  would  require  general  tax  supplementation  of  social 
security  payroll  taxes  up  to  one-third  of  social  security  costs  to  lift 
today's  improverished  social  security  recipients  to  a  level  of  modest 
but  adequate  living. 

At  the  mention  of  general  fund  supplementation  of  social  security 
taxes,  the  cry  goes  up  from  ultraconservatives  that  this  will  make 
social  security  a  welfare  program.  In  the  view  of  the  national  coun- 
cil, social  security  taxes  would  continue  to  finance  two-thirds  of  the 
cost  of  social  security  benefits.  This,  we  submit,  can  hardly  justify 
the  claim  that  we  want  to  turn  social  security  into  a  welfare  program. 

I  submit  it  is  the  social  security  critics,  who  have  striven  to  keep 
the  social  security  payroll  tax  base  so  far  below  prevailing  wage  levels, 
who  should  explain  what  is  gained  by  forcing  millions  of  recipients 
of  inadequate  social  security  benefits  onto  the  welfare  rolls. 

The  purpose  of  social  security  is  to  help  workers  earn  benefits  suf- 
ficient for  a  modest  but  comfortable  level  of  living  in  their  retire- 
ment years.  So  far  has  the  social  security  system  fallen  short  of  this 
goal  that  millions  of  elderly  must,  as  the  President  has  noted,  live  in 
poverty. 

Social  security  benefits  have  gone  up  twice  in  12  years — 7y2  percent 
in  1958  and  7  percent  in  1965.  Neither  increase  kept  social  security 
recipients  abreast  of  spiraling  living  costs. 

Because  of  this,  some  members  of  Congress  appear  to  favor  gearing 
social  security  benefits  to  future  changes  in  the  cost  of  living.  The 
National  Council  of  Senior  Citizens  insists  that  adding  a  cost-of-liv- 
ing provision  to  another  inadequate  social  security  increase  would 
doom  millions  of  the  elderly  to  poverty  and  suffering  for  the  rest  of 
their  lives. 
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We  of  the  national  council  point  out  that  there  has  been  a  50-per- 
cent increase  in  American  living  standards  since  1954  but  only  a 
14-percent  rise  in  social  security  benefits. 

It  would,  we  submit,  be  an  outrageous  imposition  on  our  Nation's 
elderly  to  hold  them  to  an  extremely  low-living  standard  and  to  sweet- 
en it  by  tying  future  benefits  to  changes  in  the  cost  of  living. 

The  National  Council  of  Senior  Citizens  maintain  that  any  social 
security  escalator  take  fully  into  account  the  enormous  improvements 
in  U.S.  living  standards  in  recent  years — improvements  largely  made 
possible  by  the  toil  of  those  who  are  now  elderly. 

In  addition  to  a  20  percent  overall  social  security  increase  recom- 
mended by  the  President,  the  National  Council  of  Senior  Citizens 
seeks. 

(1)  Widow's  benefits  at  100  percent  of  their  husband's  social  se- 
curity or  railroad  retirement  benefits. 

(2)  Full  social  security  and  railroad  retirement  benefits  at  age  62 
for  both  men  and  women  subject  only  to  an  earnings  limitation.  We 
seek  eventual  reduction  of  the  qualifying  age  for  social  security  bene- 
fits to  age  60. 

(3)  Full  benefits  available  at  age  55  where  a  State  employment 
service  certifies  it  is  unable  to  place  a  social  security  beneficiary  in  a 
suitable  job. 

(4)  An  exemption  on  the  first  part  of  an  employee's  earnings  to 
lessen  the  impact  of  the  social  security  payroll  tax  on  lower  income 
employees. 

(5)  A  reduction  from  20  to  10  years  in  the  time  a  divorced  woman 
must  have  been  married  to  her  former  husband  to  be  considered 
eligible  for  a  wife's  or  widow's  benefits. 

I  appeal  to  you,  Mr.  Chairman  and  members  of  the  committee,  to 
heed  the  pleas  of  our  elderly  poor.  But  for  the  grace  of  God  any  of 
them  might  have  been  your  parents  or  mine. 

I  ask  that  you  show  compassion  on  these  unfortunate  men  and 
women  who  have  worked  all  their  lives  to  build  a  prosperous  America 
but,  now  in  their  old  age,  are  shut  out  from  the  prosperity  they  helped 
create. 

Mr.  Chairman  and  distinguished  members  of  the  committee,  I  thank 
you  for  this  opportunity  of  appearing  before  you. 

Mr.  Watts.  Thank  you  very  much  for  a  very  fine  statement. 
The  next  witness. 

STATEMENT  OF  WILLIAM  R.  HUTTON 

Mr.  Hutton.  I  am  William  R.  Hutton,  executive  director  of  the 
National  Council  of  Senior  Citizens. 

It  is  my  role  in  this  testimony  to  talk  about  those  provisions  of  the 
health  insurance  program  under  the  Social  Security  Act  which  have 
become  popularly  known  as  medicare. 

Mr.  Watts.  You  may  proceed. 

Mr.  Hutton.  Mr.  Chairman  and  members  of  the  committee :  Dur- 
ing the  11  months  between  enactment  of  the  Social  Security  Amend- 
ments of  1965  and  initiation  of  program  benefits  beginning  in  July 
1966,  the  National  Council  of  Senior  Citizens  conducted  a  far-reach- 
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ing  education  program  concerning  many  aspects  of  the  medicare  pro- 
visions and  the  regulations  concerning  them. 

We  worked  through  our  affiliated  older  people's  clubs  and  councils 
and  supporting  groups,  through  our  public  information  programs, 
and  through  our  official  publication  Senior  Citizens  News.  We  sought 
to  prepare  all  elderly  people  we  could  reach  against  the  disappoint- 
ments they  might  suffer  from  exaggerated  notions  of  what  benefits  the 
medicare  legislation  was  able  to  provide  and  what  the  law  did  not 
cover.  We  tried  to  prepare  them  for  the  shortcomings  they  would  dis- 
cover after  the  program  had  been  working  for  awhile. 

Within  one  month  of  the  start  of  the  benefit  programs  we  set  up 
a  system  whereby  the  leaders  of  our  affiliated  clubs  could  forward  data 
and  questions  to  a  special  medicare  facts  department  at  our  head- 
quarters at  1627  K  Street  NW.,  in  the  District  of  Columbia. 

Leaders  and  members  of  all  2,000  affiliated  groups  were  asked  to 
comment  on  the  operations  of  the  medicare  program  as  affected  them- 
selves or  members  of  their  clubs.  They  were  asked  to  forward  neces- 
sary data,  where  possible,  supporting  their  criticisms  which  we  could 
submit  to  the  Hospital  Insurance  Benefits  Advisory  Council  and  to 
officials  of  the  U.S.  Department  of  Health,  Education,  and  Welfare 
administering  the  program. 

Mr.  Chairman,  I  have  appeared  before  the  HIBAC  group  on  two 
separate  occasions  to  report  on  the  progress  of  the  program  as  ob- 
served by  our  senior  citizens  and  to  bring  to  their  attention  the  short- 
comings which  have  shown  themselves  to  us.  On  these  occasions 
representatives  of  the  American  Medical  Association  and  representa- 
tives of  Blue  Cross  and  private  carriers  acting  as  intermediaries,  have 
been  present  and  have  also  given  reports. 

GRATEFUL  FOR  MEDICARE 

The  observations  which  we  now  present  before  you  are  based  on  our 
evaluation  of  the  data  which  has  been  submitted  to  our  medicare 
facts  department  by  elderly  club  members  in  many  areas  of  the  United 
States. 

Despite  the  inadequacies  which  have  been  revealed  in  the  law  and 
despite  the  serious  hardships  caused  among  older  people  by  some  of 
the  regulations  created  to  administer  the  law,  our  senior  citizens 
remain  deeply  grateful  to  the  89th  Congress  and  to  members  of  this 
committee  for  the  enactment  of  the  medicare  bill  after  many  years  of 
frustrating  delay. 

Medicare  has  freed  millions  of  the  Nation's  elderly  of  their  worst 
fears — of  being  rendered  utterly  penniless  by  the  spiraling  costs  of 
hospitalization  in  a  serious  illness.  Because  of  medicare,  hundreds 
of  thousands  of  elderly  people  will  live  out  their  remaining  years  in 
better  comfort  because  of  the  removal  of  painful  cataracts,  or  because 
of  the  correction  of  other  cripping  conditions,  through  hospital  op- 
erations they  couldn't  previously  afford. 

Nevertheless,  we  have  arrived  at  a  time — nearly  2  years  after  pas- 
sage of  the  original  legislation  in  the  House  of  Kepresentatives — 
when  we  must  make  a  serious  effort  to  correct  the  inequities  in  the  law 
and  its  regulations,  to  make  it  better  serve  the  intent  of  Congress. 
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The  National  Council  of  Senior  Citizens  can  speak  for  all  the  mem- 
bers of  our  affiliated  clubs  and  perhaps  for  millions  more  older  Ameri- 
cans who  cannot  be  counted  among  our  members  but  who  have  similar 
needs.  We  can  speak — but  only  Congress  can  act  to  improve  the 
law  and  strengthen  medicare.  We  believe,  Mr.  Chairman,  that  if 
you  can  get  an  opportunity  to  listen  to  the  older  people  back  home, 
if  you  return  to  your  districts  for  the  Easter  recess,  the  message  they 
will  give  you  concerning  medicare  will  be  substantially  the  message 
we  now  present. 

DEDUCTIBLE  AND  COINSURANCE 

However,  we  caution  you  that,  just  like  the  National  Council  of 
Senior  Citizens,  you'll  experience  considerable  difficulty  reaching  the 
elderly  poor  who  need  your  help  the  most.  Many  would  rather  suffer 
in  silence  than  admit  they  cannot  produce  the  $40  for  first  cost  of  hos- 
pitalization, the  initial  $50  or  subsequent  one-fifth  of  all  costs  as  co- 
insurance for  medical  insurance,  and  the  $20  for  diagnostic  benefits 
which  are  demanded  before  they  can  get  health  assistance  under  the 
law.  We  are  convinced,  Mr.  Chairman,  there  are  still  many  older 
Americans  who  will  not  go  to  doctors  because  of  their  lack  of  money. 

As  President  Johnson  pointed  out  in  his  message  to  Congress  on 
social  security,  there  are  5.3  million  older  Americans  living  in  the 
squalor  of  poverty  and  obviously  it  is  difficult  if  not  impossible  for 
many  of  them  to  put  up  these  amounts  of  money  for  deductibles  and 
coinsurance.  When  they  die,  we  rarely  get  to  know  whether  they 
might  have  gained  additional  years  of  life  if  medical  attention  and 
u  eeded  operations  had  been  given  in  time. 

We  do  not  believe  that  the  deductible  or  coinsurance  features  serve 
as  a  severe  brake  on  overutilization.  Our  feeling — as  expressed  by 
older  Americans  who  have  written  to  us — is  that  they  merely  dis- 
criminate against  the  elderly  poor  who  need  the  most  help.  People 
with  plenty  of  money  never  seem  to  have  much  difficulty  getting  into  a 
hospital. 

On  the  other  hand,  the  money  gained  by  the  Government  for  deduc- 
tibles and  coinsurance  hardly  seems  to  be  worth  the  additional  cost  and 
administrative  chaos  which  have  been  created  by  its  collection. 

The  concept  of  a  mad  rush  of  elderly  people  to  the  hospitals,  so 
widely  touted  in  the  months  before  the  medicare  program  actually 
started,  has  been  exposed  as  an  unnecessary  alarm.  But  deductibles 
and  coinsurance  are  not  necessary  to  control  utilization  and  they  cer- 
tainly will  not  control  abuses.  We  can  understand  the  use  of  deduc- 
tibles in  casually  insurance  practice  and  thinking.  The  basic  concept 
of  fire,  automobile,  marine  insurance,  et  cetera,  is  the  pooling  of  risk  to 
protect  against  loss  from  undesirable  and  often  preventable  accidents. 
The  deductible  is  promoted  as  a  guard  against  carelessness  or  paying 
the  consequence. 

But  in  today's  world,  everyone  requires  health  services  and  modern 
medicine  embraces  preventive  care  and  health  maintenance  as  essen- 
tial elements.  The  casualty  insurance  concept  simply  does  not  fit. 

Statements  urging  removal  of  coinsurance  and  deductibles  have 
been  made  by  Walter  McNerney,  president  of  Blue  Cross,  and  by 
representatives  of  private  carrier  intermediaries  because  of  adminis- 
trative problems.    Many  doctors  would  also  like  coinsurance  removed. 
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DIRECT  BILLING  PROCEDURES 

Though  we  cannot  say  what  percentage  of  our  elderly  are  denying 
themselves  adequate  health  care  because  they  lack  money  for  deducti- 
bles, et  cetera,  it  is  safe  to  assume  that  we  may  not  be  able  to  find  many 
who  can  afford  deductibles  among  the  5.3  million  elderly  known  to  be 
living  in  poverty.  But  many  more  millions — some  of  them  above  the 
fringes  of  the  poverty  levels — are  being  caused  severe  hardship 
through  doctors  refusing  assignments  for  elderly  patients  and  insist- 
ing on  the  direct  billing  alternative  provided  under  the  law.  Under 
direct  billing,  the  patient  must  pay  his  doctor's  bill  before  requesting 
reimbursement  from  the  intermediaries.  There  have  been  long  delays 
before  reimbursement.  When  payment  has  finally  arrived  it  has  often 
been  much  less  than  the  amount  demanded  by  the  doctor.  The  patient 
is  left  to  carry  the  bag  for  the  difference. 

The  American  Medical  Association  passed  a  resolution  recommend- 
ing that  doctors  use  direct  billing  and  some  of  the  State  medical  socie- 
ties have  engaged  in  powerful  campaigns  to  unit  their  members  in 
refusing  assignments.  As  a  consequence  of  these  campaigns  there  are 
States  where  nearly  all  doctors  refuse  assignments.  Nationally,  it  is 
reported  that  two  out  of  every  three  doctors  outside  hospitals  insist  on 
direct  billing  of  the  patient. 

It  is  clearly  a  hardship  for  most  elderly  people  living  on  reduced 
incomes  to  have  to  raise  substantial  amounts  of  cash,  often  running 
into  thousands  of  dollars  for  major  operations  and  treatments,  to  pay 
the  doctor  in  order  to  have  a  receipted  bill  to  secure  reimbursement. 

We  earnestly  appeal  to  this  committee  to  devise  a  method  of  billing 
which  lifts  the  burden  from  the  elderly  and  still  maintains  whatever 
moral  options  the  doctor  needs  to  reassure  himself  that  he  is  free  from 
Government  interference. 

INCREASED  FEES 

But  if  the  doctor's  motive  for  direct  billing  is  more  concerned  with 
raising  fees  than  with  his  desire  for  independence,  mere  billing  pro- 
cedure changes  will  not  be  the  answer. 

Just  prior  to  medicare's  beginning  many  doctors  felt  they  should  not 
be  caught  with  their  "reasonable  and  customary"  charges  down.  Be- 
tween January  1,  1966,  and  July  1,  when  medicare  began,  there  was 
considerable  fee  raising  all  across  the  Nation  for  elderly  patients. 
According  to  the  national  index,  fees  jumped  3.8  percent  while  the  cost 
of  living  rose  only  1.7  percent. 

Since  medicare  began  there  has  been  further  evidence  of  rising  fees 
for  elderly  patients.  Dow  Jones  reported  on  January  23, 1967,  a  spot 
check  by  "National  Observer"  correspondents  in  11  States  which 
showed,  that  a  majority  of  doctors  polled  increased  their  basic  fees  in 
the  past  year.  Doctors'  fees  between  October  and  November  last  year 
rose  at  five  times  the  level  of  the  national  index  generally. 

Dr.  Howard  Rusk  reported  in  the  New  York  Times  last  October  26 
that  reports  had  reached  him  of  doctors  tripling  their  fees  since  medi- 
care got  underway.  Our  own  "medicare  facts"  letters  from  elderly 
patients  show  evidence  of  what  can  only  be  described  as  severe  gouging 
by  many  doctors.  We  have  forwarded  these  complaints  to  HEW 
officials. 
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The  attitude  of  the  American  Medical  Association  toward  both 
direct  billing  and  increased  doctor  fees  does  not  give  us  much  hope  that 
the  AMA  will  do  anything  to  protect  our  older  Americans  from  ex- 
ploitation. Perhaps  Congress  will  do  so. 

It  has  been  reported  to  us  that  doctors  in  southern  California  are 
posting  fees  for  medicare  patients  which  are  actually  higher  than  the 
fees  for  similar  services  performed  through  Blue  Cross-Blue  Shield  or 
private  insurance.   So  the  U.S.  Government  is  being  exploited  also. 

Many  of  our  older  people  have  had  a  long  history  of  the  effects  of 
so-called  add-on  charges  by  doctors.  Each  time  Blue  Shield  allow- 
ances were  raised  in  an  attempt  to  make  them  realistically  reflect  what 
doctors  were  charging,  the  doctors  promptly  raised  their  fees  again, 
continuing  the  add-on  practice ;  80  percent  of  all  doctors  are  reported 
to  add  on  to  Blue  Shield  benefit  rates.  Will  it  be  the  same  under 
medicare  ? 

We  believe  safeguards  should  be  established  through  setting  maxi- 
mum fee  schedules,  on  a  regional  basis,  for  all  medical  procedures. 
Failure  to  amend  the  medicare  law  in  this  respect  will  facilitate  the 
speedy  inflation  of  medical  costs  which  affect  the  total  population — 
those  under  65  as  well  as  the  elderly. 

NEED  FOR  CHRONIC  DISEASE  CARE 

Removal  of  the  deductibles,  elimination  of  direct  billing  as  now 
practiced,  stopping  the  gouging  tactics  of  some  doctors  by  setting 
maximum  fee  schedules  for  all  medical  procedures  will  help  strengthen 
medicare — but  by  no  means  does  this  represent  all  the  changes  which 
need  to  be  made  before  medicare  provides  adequate  services  for  older 
people. 

Mr.  Chairman,  the  National  Council  of  Senior  Citizens  fully  sup- 
ports the  President's  proposals  for  extending  medicare  coverage  to  the 
disabled.  All  the  reasons  for  providing  this  care  to  the  aged  apply 
also  to  the  disabled.  They  are  living  on  drastically  reduced  incomes 
and  are  faced  with  medical  and  hospital  care  needs  far  greater  than 
the  rest  of  the  population. 

One  of  the  major  complaints  of  the  National  Council  of  Senior 
Citizens  is  that  while  medicare  takes  good  care  of  the  aged  suffering 
from  acute  illness  and  requiring  hospitalization,  there  is  little  help 
available  for  millions  of  older  Americans  suffering  from  chronic 
diseases. 

Nearly  half  of  all  Americans  are  afflicted  with  chronic  diseases  and 
four  out  of  five  65  or  over  suffer  from  these  diseases,  the  Department 
of  Health,  Education,  and  Welfare  reports.  Chronic  diseases,  heart 
and  circulatory  ailments,  arthritis,  diabetes,  and  the  like,  cost  the  econ- 
omy a  whopping  $58  billion  annually,  according  to  HEW.  Prescrip- 
tion drugs  are  a  part  of  this  cost. 

Medicare  only  pays  for  prescription  drugs  administered  in  a  hos- 
pital or  other  health  institutions.  But  many  old  people  continually 
need  drugs.  However,  the  markup  in  drug  prices  is  simply  fantastic. 
The  new  prescription  drugs  work  miracles  in  prolonging  life  and  pro- 
moting health,  but  unless  they  are  covered  100  percent  by  medicare, 
they  will  remain  beyond  the  reach  of  millions  of  elderly  who  should 
have  them.  We  hope  that  this  committee  will  find  a  way  to  include 
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prescription  drugs  under  part  B  of  the  program  dealing  with  volun- 
tary medical  insurance. 

Medicare  will  not  adequately  cover  our  older  people  until  its  provi- 
sions include  wheelchairs,  eyeglasses,  hearing  aids,  all  surgical  and 
orthopedic  appliances,  and  all  eye  and  dental  needs  as  prescribed  by  a 
physician. 

I  want  to  add  here  that  we  agree  with  the  administration's  proposal 
to  include  podiatrists,  but  we  note  that  podiatry  services  for  foot  care 
which  have  been  done  by  the  doctor  are  now  excluded  under  part  B  of 
the  bill.  We  think  it  should  not  be  excluded  and  we  would  like  to  add 
podiatrists. 

The  national  council  also  wishes  to  bring  to  your  attention  that  many 
of  our  social  security  beneficiaries  have  wives  who  are  younger  than 
themselves.  There  is  extreme  hardship  when  the  family  is  barely  exist- 
ing on  the  retired  wage  earner's  reduced  income  and  the  man  can  get 
medical  attention  under  medicare  and  the  wife  cannot.  We  urge  the 
replacement  of  the  65  year  age  requirement  for  benefits  by  a  provision 
qualifying  all  women  at  age  62 — which  is  when  they  qualify  for  full 
social  security. 

No  area  of  medicare  has  been  more  confusing  to  the  elderly  who  go 
to  hospital  than  the  area  of  payment  to  hospital-based  physicians. 
Many  of  them  have  asked  us  why  they  should  receive  bills  from  doc- 
tors they  have  never  seen  and  do  not  know — presumably  referring  to 
bills  they  receive  from  the  radiologist  or  other  specialists. 

QUALITY  OF  CARE 

Finally,  Mr.  Chairman,  we  want  your  committee  to  be  concerned 
with  the  quality  of  care  as  much  as  it  is  concerned  with  the  availability 
of  care.  When  we  talk  about  quality,  we  must  talk  standards. 

We  do  not  wish  to  see  health  care  institutions  or  doctors  developing 
a  double  standard  of  care — with  the  best  hospitals  reserved  for  "cash- 
paying"  patients  and  second-class  institution  providing  for  second- 
class  care  for  medicare  patients.  We  do  not  wish  to  see  doctors  rushing 
patients  through  their  offices  and  giving  less  than  the  best  care  to 
elderly  patients  simply  because  the  Federal  Government  is  paying 
four-fifths  of  the  bill. 

The  national  council  has  prepared  a  special  paper  for  this  commit- 
tee on  the  subject  of  extended  care  benefits  which  deals  specifically  with 
the  dangers  to  quality  care  which  come  through  lowering  of  standards. 

With  your  permission,  Mr.  Chairman,  I  will  not  read  this  special 
paper  but  would  like  to  introduce  it  into  the  record  as  an  appendix. 

The  Chairman.  Without  objection,  it  will  be  included  in  the  record. 

(The  material  referred  to  follows :) 

Appendix  "A" 
Extended  Care  Facility  Benefits 

( A  Study  Prepared  by  the  National  Council  of  Senior  Citizens  for  Submission 
to  the  Committee  on  Ways  and  Means  as  an  Appendix  "A"  to  the  testimony  of 
William  R.  Hutton,  Executive  Director,  March  21,  1967.) 

As  early  as  a  year  ago  some  problems  could  be  seen  developing  related  to  the 
quality  of  the  extended  care  benefit  in  the  Medicare  program.  Most  of  these 
problems  and  the  decisions  which  have  aggravated  them  flowed  from  a  con- 
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ception  of  extended  care  as  a  nursing  home  benefit  and  the  notion  that  the  pro- 
gram was  obligated  to  make  nursing  home  care  available  to  all  those  who  had 
done  their  stint  in  a  hospital. 

Once  this  idea  was  firmly  entrenched  in  the  thinking  about  this  phase  of  the 
program,  mounting  pressures  were  felt  to  compromise  standards  in  order  to 
qualify  some  nursing  homes  everywhere  for  participation.  This  process  appar- 
ently culminated  in  a  kind  of  panic  during  the  last  three  weeks  before  Janu- 
ary 1, 1967. 

THE  NATURE  OF  THE  EXTENDED  CARE  BENEFIT 

Before  commenting  further  on  the  problems  that  have  developed  it  may  be 
useful  to  describe  our  understanding  of  the  benefit. 

The  acute  hospital  is  staffed  and  geared  to  cope  with  severe  and  life  threaten- 
ing situations.  This  produces  an  environment  which  is  unnatural  and  a  bit 
nerve-wracking  to  those  unaccustomed  to  it.  It  also  is  a  very  expensive  environ- 
ment. Our  national  experience  has  been  that  many  patients  stay  in  hospitals 
beyond  the  time  that  they  need  the  full  resources  of  the  hospital  for  their  care. 

Recognizing  this  problem,  Congress  authorized  payments  to  be  made  for  care 
in  an  "extended  care  facility"  thereby  removing  a  potential  barrier  to  the  care 
of  a  patient  in  a  setting  suited  to  his  needs  and  enabling  the  program  to  cut 
down  on  unnecessary  use  of  scarce  and  expensive  hospital  care.  It  seems  per- 
fectly clear  from  the  provisions  of  the  law,  however,  that  the  period  in  extended 
care  is  a  part  of  the  continuum  of  a  patient's  hospitalization. 

The  differences  between  this  description  of  the  extended  care  benefit  and  its 
simple  characterization  as  a  nursing  home  benefit  to  which  patients  are  entitled 
after  three  days  in  a  hospital  are  subtle.  But  they  are  real  and  important  differ- 
ences and  they  have  been  submerged  and  obscured  in  all  the  talk  about  being 
ready  to  deliver  "the  nursing  home  benefit"  by  January  1,  1967. 

THE  CONDITIONS  OF  PARTICIPATION 

The  signs  of  compromise  were  sufficient  as  much  as  a  year  ago  to  move  the 
Senate  Special  Committee  on  Aging  to  comment  in  its  report  of  March  15,  1966 : 1 

"There  is  cause  for  apprehension  that  the  character  and  quality  of  the  ex- 
tended care  benefit  .  .  .  may  be  eroded" 

The  Committee  went  on  to  note  "with  concern  the  introduction  into  the  draft 
...  of  the  conditions  of  participation  for  extended  care  facilities  the  highly 
elastic  concept  of  substantial  compliance." 

The  concept  of  substantial  compliance  was  retained  in  the  conditions  and  was 
joined  by  what  has  become  known  as  the  "access  clause."  Nursing  homes  not 
meeting  susbtantial  compliance  may  be  certified  as  ECF's  if  failure  to  do  so 
would  limit  the  access  of  beneficiaries  to  extended  care. 

A  footnote  was  added  to  the  structural  and  fire  safety  standards  urging  the 
States  to  be  realistic  in  applying  them.  And  finally  a  new  category  was  estab- 
lished ;  that  of  "Conditional  Approval." 

Mr.  Chairman,  we  would  like  to  quote  once  more  from  the  report  of  the  Senate 
Special  Committee  on  Aging : 

"We  cannot  emphasize  too  strongly  the  need  to  maintain  high  standards  .  .  . 
Substandard  and  marginal  facilities  and  programs  cannot  be  tolerated— even 
for  a  so-called  interim  period.  Experience  has  shown  that,  all  too  often,  interims 
are  extended,  extended  again,  and  eventually  provisional  acceptance  becomes 
permanent." 

THE  CERTIFICATION  OF  ECF'S 

"Conditional  approval"  evidently  was  a  product  of  the  December  panic.  Ap- 
pearances suggest  that  something  like  a  quota  was  established  for  nursing  homes 
to  be  approved  by  January  1.  Under  date  of  December  16,  1966,  the  Bureau  of 
Health  Insurance  addressed  a  letter  to  all  State  agencies  instructing  them  to 
re-evaluate  pending  denial  cases  for  conditional  approval.  The  States  also 
were  instructed  to  solicit  reapplication  by  nursing  homes  which  had  previously 
been  disapproved. 

In  one  State  we  learned  that  some  homes  which  had  been  disapproved  by  the 
survey  teams  had  in  the  end  been  certified  as  EOF's.    An  official  of  the  State 
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hospital  association  made  inquiry  of  the  health  department  and  was  informed 
that  this  had  indeed  occurred  and  that  the  judgment  of  the  survey  teams  had 
been  reversed  on  the  instructions  of  the  HEW  Regional  Office. 

How  serious  or  widespread  these  situations  may  be,  we  do  not  know,  but  we 
suggest,  Mr.  Chairman,  that  your  committee  may  wish  to  inquire  of  the  Depart- 
ment about  them. 

CHARACTERISTICS  OF  CERTIFIED  ECF'S 

Mr.  Chairman,  the  National  Council  has  no  way  of  assessing  the  quality  level 
of  the  ECF's  that  have  emerged  from  this  process  we  have  been  describing.  One 
other  item  of  information,  however,  adds  to  our  misgivings. 

About  the  middle  of  January  data  became  available  on  the  ECF's  approved  at 
that  time.  The  total  number  then  was  2,800.  Our  statement  includes  at  this 
point  a  table  showing  a  distribution  of  these  homes  by  size. 


Extended  care  facilities,  by  number  of  beds 


Number  of  beds 

Number  of 
facilities 

Percent 

1  to  24  

328 
638 
732 
458 
532 
58 
18 
6 
10 

11.7 
23.4 
26.1 
16.3 
19.0 
2.7 
.6 
.2 
.4 

25  to  49.-   

50  to  74    

75  to  99— J  

100  to  199  

200  to  299  

300  to  399    

400  to  499      

500  plus    

Total    

2,800 

You  will  notice  from  this  table  that  35  per  cent  of  these  homes  are  less  than 
50  beds.  Almost  12  per  cent — 328  homes — are  24  beds  or  less.  There  seems  to 
be  agreement  among  authorities  in  health  care  administration  that  these  are  not 
units  of  economical  size  for  the  demands  of  modern,  skilled  care. 

It  is  probable  that  in  many  of  these  cases  the  structural  and  safety  standards 
were  very  flexibly  applied.  Nowadays  one  does  not  build  a  modern  fireproof 
nursing  home  of  only  24  beds.  It  isn't  economically  sound.  Nor  is  it  economical 
to  staff  this  number  of  beds.  The  professional  nurse  supervisor,  the  dietitian, 
and  the  therapists  to  staff  24  beds  can  also  staff  50  beds ;  and,  obviously,  these 
elements  of  cost  on  a  patient  day  basis  will  be  approximately  twice  as  high  in  the 
smaller  home. 

Thus  in  approximately  one-third  of  the  homes  certified  we  can  expect  that 
one  of  two  situations  will  exist :  the  homes  will  not  in  fact  meet  the  standards 
required,  or  the  cost  of  care  to  the  program  will  be  high.  And  the  suspicion 
abides,  Mr.  Chairman,  that  a  considerable  proportion  of  these  homes  would  be 
found  to  be  typical  custodial  homes,  operating  in  converted  buildings  and  licensed 
under  a  grandfather  clause,  and  minimally  staffed. 

DUAL  STANDARD  OF  CARE 

Why  do  we  make  such  a  point  of  the  certification  of  ECF's?  Isn't  it  better 
to  have  some  nursing  home  for  Medicare  patients  to  go  to  even  though  it  doesn't 
meet  all  our  standards?  We  believe  not,  Mr.  Chairman,  for  these  reasons.  The 
ECF  is  filling  a  role  in  the  patient's  hospitalization.  It  would  be  all  too  easy 
for  our  institutional  processes  to  begin  to  work  on  the  unspoken  assumption  that 
young  patients  complete  their  hospital  stay  and  go  home  while  old  patients  go 
from  hospital  to  nursing  home.  Where  hospitals  are  crowded  and  beds  are  in 
demand,  utilization  review  committee  members  will  be  importuned  by  their 
colleagues  to  move  Medicare  patients  out.  After  all,  hasn't  the  government  ap- 
proved these  nursing  homes  and  hasn't  the  government  said  Medicare  patients 
should  be  sent  to  them?  The  younger  patient  in  an  area  where  true  extended 
care  is  not  available  will  stay  in  the  hospital  where  he  has  access  to  the  physical 
medicine  department,  where  his  special  diet  is  supervised  by  a  qualified  dietitian, 
where  he  has  other  special  services  available ;  while  the  Medicare  patient  will 
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be  sent  to  a  nursing  home  that  may  have  none  of  these  services  but  has  been 
certified.  '  . 

To  the  extent  that  certified  ECF's  do  not  actually  measure  up  to  the  job  ot 
substituting  for  the  hospital  in  the  post-acute  phase  of  a  patient's  hospitalization, 
Medicare  patients  will  be  exposed  to  a  dual  standard  and  senior  citizens  may 
to  that  extent  become  second  class  citizens  in  our  medical  care  system. 

REPORTS  ON  DEPOSIT  REQUIREMENTS 

Mr.  Chairman,  some  reports  reaching  us  on  experiences  of  patients  being  ad- 
mitted to  ECF's  give  us  concern,  and  we  believe  they  warrant  your  Committee's 
attention.  These  are  reports — some  of  which  have  been  published  in  local  news- 
papers—declaring that  large  cash  deposits  are  being  demanded  by  nursing  home 
operators  before  admitting  patients  from  hospitals  for  extended  care. 

The  deposits  demanded  range  from  $200  to  $400.  In  one  extreme  case  we  were 
told  that  while  the  patient  was  being  transferred  from  the  hospital  to  an  ECF 
by  ambulance  the  ambulance  made  a  stop  at  the  patient's  home  to  pick  up  the 
cash  deposit  required ! 

Mr.  Chairman,  we  don't  believe  the  program  was  intended  to  work  this  way. 
Most  older  people  don't  have  the  money  for  a  large  cash  deposit  and  this  pre- 
cipitates a  financial  crisis  in  the  middle  of  their  period  of  illness.  The  intent 
of  Congress  to  relieve  our  senoir  citizens  of  financial  crisis  in  illness  is  simply 
thwarted  by  this  practice.  We  urge  that  either  by  amendment  to  Title  XVIII 
or  by  a  formal  finding  as  to  the  intent  of  the  present  law,  the  Congress  eliminate 
the  practice  of  demanding  an  advance  deposit  from  Medicare  beneficiaries. 

PROBLEMS  WITH  TRANSFER  AGREEMENTS 

We  have  heard  of  complaints  from  operators  of  some  extended  care  facilities 
about  difficulties  in  obtaining  information  from  hospitals.  Each  ECF  has  a 
transfer  agreement  with  at  least  one  hospital  which  includes  provisions  for  trans- 
fer of  information.  But  ECF's  also  are  receiving  patients  discharged  from  other 
hospitals  with  which  they  do  not  have  agreements.  In  these  cases,  the  system 
seems  to  break  down.  In  some  instances  the  ECF  operator  has  been  unable  even 
to  get  information  on  the  patient's  eligibility  and  has  had  to  apply  to  the  Social 
Security  office  for  a  new  determination.  One  approach  to  this  problem  would 
be  to  require  that  patients  be  transferred  only  to  an  ECF  with  which  the  hos- 
pital has  a  transfer  agreement  in  effect. 

This  would  temporarily  reduce  the  number  of  ECF  beds  available  to  each 
hospital  until  additional  agreements  could  be  executed,  but  in  the  long  run  would 
promote  continuity  of  care  and  effective  relationships  between  hospitals  and 
ECF's. 

Mr.  Hutton.  Thank  you,  Mr.  Chairman.  I  would  like  to  pass 
on  to  Mr.  Newburgher,  the  vice  president  of  the  council,  who  will 
deal  with  the  section  dealing  with  medicare. 

The  Chairman.  Mr.  Newburgher. 

STATEMENT  OP  WALTER  NEWBURGHER 

Mr.  Newburgher.  '  I  am  Walter  Newburgher,  vice  president  of 
the  national  council  and  president  of  the  Council  of  Senior  Citizens 
of  Greater  New  York. 

Mr.  Chairman  and  members  of  the  committee : 

The  National  Council  of  Senior  Citizens  is  proud  of  its  part  in 
the  enactment  of  health  insurance  for  the  elderly  under  social  se- 
curity— the  program  known  as  medicare. 

We  of  the  national  council  are  also  proud  of  our  part  in  winning 
medicaid,  the  Federal  aid  program  for  the  needy  of  all  ages  adopted 
as  part  of  the  1965  social  security  amendments  that  created  medicare. 

Look  magazine  says  the  goal  of  medicaid  is  to  abolish  charity 
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medicine.  This  is  its  conclusion  in  a  report  on  "The  Revolution  in 
Medicine"  appearing  in  the  magazine's  March  21  issue. 

Medicaid  may  prove  the  most  significnat  piece  of  social  legislation 
enacted  since  the  social  security  law  was  passed  32  years  ago,  the 
magazine  asserts. 

On  behalf  of  the  members  of  the  National  Council  of  Senior  Citi- 
zens, I  offer  heartfelt  thanks  to  the  Ways  and  Means  Committee  and 
to  the  Congress  for  making  this  landmark  legislation  possible. 

The  National  Council  of  Senior  Citizens  applauds  the  wisdom  and 
foresight  of  the  members  of  the  committee  and  the  Congress  in  recog- 
nizing the  vast  need  for  modern  medical  service  on  the  part  of  32 
million  Americans  reported  by  the  Department  of  Health,  Education, 
and  Welfare  as  living  in  poverty. 

We  of  the  national  council  appreciate  the  compassion  shown  by 
the  committee  and  by  Congress  for  the  hardship  and  suffering  that 
has  so  long  been  the  lot  of  these  unfortunate  citizens. 

At  the  same  time,  I  am  saddened  and  discouraged  by  the  efforts 
of  some  doctors  aided  and  abetted  by  newspapers  to  derogate 
medicaid. 

The  New  York  State  Medical  Society  recently  condemned  the  New 
York  State  medicaid  program  as  "totally  unworkable  *  *  *  chaotic." 

The  Wall  Street  Journal  recently  published  a  criticism  of  medicaid 
under  the  caption :  "Medicaid  Mistake :  House  Panel  Goofs  in  Writ- 
ing Law,  Then  Fumbles  Repair." 

I  do  not  feel  that  the  committee  members  need  information  from 
me  refuting  these  biased  and  irresponsible  charges  made  against 
medicaid.  However,  I  would  like  to  point  out  for  the  members  of 
the  New  York  State  Medical  Society  some  of  the  reasons  why  medicaid 
holds  such  great  promise  for  our  Nation. 

We  as  Americans  have  much  to  be  thankful  for  in  the  miraculous 
advances  our  doctors  have  made  in  the  detection  and  treatment  of 
disease.  At  the  same  time,  we  have  reason  to  feel  ashamed  at  our 
failure  to  make  these  new  medical  techniques  available  to  those  most 
in  need  of  modern  health  care — our  country's  32  million  poor. 

It  is  a  shocking  fact  that,  despite  our  technical  ability  to  combat 
disease,  our  country  stands,  not  first,  but  14th  among  the  nations  of  the 
world  in  infant  mortality. 

We  have  the  know-how  to  detect  and  control  diabetes  and  glaucoma. 
Yet,  these  are  the  leading  causes  of  blindness  in  the  United  States.  Of 
the  300,000  Americans  who  die  of  cancer  each  year,  a  large  proportion 
could  be  saved  if  we  had  an  effective  preventive  medicine  program. 

Nearly  a  third  of  young  men  called  for  military  service  failed  their 
physical  tests  in  1965,  Direct  and  indirect  cost  of  illness,  disability 
and  death  in  our  country  reached  the  massive  total  of  $93  billion  in  a 
recent  year. 

Experts  say  much  of  this  economic  loss  represents  inadequate  health 
care  accorded  the  needy.  I  wonder  if  the  doctors  represented  by  the 
New  York  State  Medical  Society  ever  ponder  these  facts.  If  they  do, 
and,  if  they  can  still  subscribe  to  the  society's  dictum  that  medicaid  is 
"unworkable,"  I  can  only  conclude  they  must  be  businesmen  out  to 
exploit  people  rather  than  doctors  dedicated  to  promoting  health  and 
preventing  illness. 
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As  a  spokesman  for  the  National  Council  of  Senior  Citizens,  I  in- 
sist that,  instead  of  going  too  far  as  the  doctors  and  the  Wall  Street 
Journal  insist,  medicaid  should  be  expanded  and  strengthened. 

At  present,  25  States  have  decided  to  participate  in  the  medicaid 
program.  The  National  Council  of  Senior  Citizens  urges  all  50  States 
to  participate. 

The  present  limit  on  earnings  of  families  eligible  for  medicaid  in 
the  25  participating  States  ranges  from  $2,448  a  year  in  Oklahoma  to 
$6,000  a  year  in  my  own  State  of  New  York. 

New  York  has  decreed  that  the  $6,000  a  year  family  must  pay  1  per- 
cent or  $60  toward  its  medical  bills.  The  New  York  income  ceiling  for 
100  percent  medicaid  coverage  is  $4,500  a  year. 

The  organization  I  have  the  honor  to  head  in  New  York — the  New 
York  Congress  of  Senior  Citizens — favors  elimination  of  the  down- 
payment  required  under  the  New  York  medicaid  program  just  as  we 
object  to  the  $40  downpayment  required  for  hospitalization,  the  $50 
downpayment  doctor  bills  and  the  obligation  to  pay  a  fifth  of  the  re- 
maining doctor  bills  under  medicare. 

We  of  the  National  Council  of  Senior  Citizens  favor  these  additional 
medicaid  improvements : 

First,  insist  that  all  participating  States  include  in  their  medicaid 
programs  all  children  in  need  of  health  care. 

Second,  increase  Federal  assistance  to  poorer  States  from  the  present 
83  percent  to  at  least  90  percent  of  the  cost  of  medicaid.  As  you  know, 
the  present  law  commits  the  Federal  aid  ranging  from  50  to  83  per- 
cent of  this  cost. 

We  of  the  national  council  are  against  arbitrarily  gearing  medicaid 
eligibility  to  Avelfare  eligibility  and  proposals  to  do  away  with  the 
Federal  matching  for  medically  needy  between  ages  21  and  65. 

Seniors  represented  by  the  national  council  who  have  suffered  from 
the  lack  of  adequate  medical  care  in  their  early  days  insist  that  an 
affluent  America  can  no  longer  tolerate  confining  adequate  health  care 
to  families  that  can  afford  to  pay  for  it. 

Our  seniors  consider  it  little  short  of  criminal  that,  in  a  nation  with 
the  world's  finest  medical  facilities,  six  of  every  10  children  in  low- 
income  families  have  chronic  conditions  demanding  medical  treatment 
that  is  being  denied  them. 

Mr.  Hutton  has  introduced  a  special  paper  presenting  the  views  of 
the  National  Council  of  Senior  Citizens  on  extended  care  benefits 
under  the  medicare  program.  I  wish  to  make  this  comment  about 
the  need  for  valid  standards  in  the  nursing  home  field. 

The  Federal  Government  is  the  Nation's  largest  purchaser  of  nurs- 
ing home  care.  The  Government's  share  will  increase  as  more  States 
participate  in  medicaid.  Prior  to  the  enactment  program,  the  Fed- 
eral Government  imposed  no  standards  for  nursing  home  care  of  pub- 
lic assistance  patients.  On  the  strength  of  the  language  of  title  19 
of  the  1965  Social  Security  Amendments,  the  Welfare  Administration 
of  the  Department  of  Health,  Education,  and  Welfare  undertook  to 
set  standards  which  would  define  skilled  nursing  home  care  as  this 
term  is  used  in  the  law. 

Immediately,  an  outcry  arose  from  the  nursing  home  industry. 
This  industry  insisted  the  standards  set  by  the  Welfare  Administra- 
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tion  were  unreasonable  and  that  the  Government  had  no  authority 
to  issue  them  in  the  first  place. 

The  standards  originally  outlined  have  been  watered  down  consid- 
erably but  the  Government's  authority  to  set  nursing  home  standards 
is  still  challenged. 

The  National  Council  of  Senior  Citizens  urges  Congress  to  resolve 
this  dispute  by  an  amendment  to  title  19  of  the  1965  Social  Security 
Amendments  providing  for  minimum  specifications  States  must  ob- 
serve in  purchasing  nursing  home  care  with  Federal  participation. 
It  seems  eminently  reasonable  that  taxpayers  receive  this  guarantee 
that  they  get  their  money's  worth  for  nursing  home  services  they  pay 
for.  This  is  vital  to  the  nursing  home  field,  because  the  health — in- 
deed the  lives — of  many  people  are  involved. 

Mr.  Chairman  and  members  of  the  committee,  I  thank  you  for  your 
courtesy  and  attention. 

Mr.  Edelman.  That  concludes  our  formal  statement,  Mr.  Chair- 
man. 

The  Chairman.  Thank  you,  Mr.  Edelman,  Mr.  O'Brien,  Mr.  Hut- 
ton,  Mr.  Newburgher.  We  appreciate  very  much  your  bringing  your 
views  to  the  committee. 

Are  there  any  questions  of  these  gentlemen  ? 

If  not,  we  thank  you  again. 

Mr.  O'Donnell. 

Mr.  Burke.  Mr.  Chairman,  at  this  time  I  wish  to  bring  to  the  atten- 
tion of  the  committee  the  next  witness,  Mr.  Charles  C.  O'Donnell,  of 
Lynn,  Mass.,  who  is  a  pioneer  in  the  field  of  legislation  for  the  elderly. 
He  has  been  in  the  vanguard  fighting  for  meaningful  legislation  in 
Massachusetts  and  is  more  than  likely  more  responsible  for  the  great 
liberal  legislation  written  in  that  Commonwealth  than  any  other  per- 
son I  know.  I  am  very  proud  to  have  him  here  as  a  representative  of 
our  State.   He  is  highly  esteemed,  and  we  are  all  proud  of  him. 

The  Chairman.  We  are  glad  to  have  you  with  us,  Mr.  O'Donnell. 

Thank  you,  Mr.  Burke. 

You  are  recognized,  Mr.  O'Donnell. 

STATEMENT  OF  CHARLES  C.  O'DONNELL,  EXECUTIVE  DIRECTOR, 
SENIOR  CITIZENS  &  ASSOCIATES  OF  AMERICA 

Mr.  O'Donnell.  Mr.  Chairman,  I  might  say  a  word,  that  Congress- 
man Burke  fought  for  the  aged  in  my  State  for  36  straight  hours,  and 
they  kept  moving  the  clock  back  to  make  it  a  legislative  day. 

Mr.  Chairman  and  honorable  members  of  the  House  Ways  and 
Means  Committee :  First  of  all,  I  wish  to  thank  your  committee  for  the 
privilege  of  adressing  you. 

My  name  is  Charles  C.  O'Donnell,  of  Lynn,  Mass.,  executive  director 
of  the  Senior  Citizens  and  Associates  of  America,  incorporated  as  a 
nonprofit  corporation  under  the  laws  of  the  Commonwealth  of  Massa- 
chusetts. As  a  matter  of  identification,  I  think  I  should  give  you  a 
brief  statement  in  regard  to  our  society.  It  was  established  in  1926  as 
the  Massachusetts  Society  for  Old  Age  Pensions.  Later  on,  it  became 
the  Senior  Citizens  and  Associates  of  America,  and  was  incorporated 
last  August  in  order  to  be  of  better  service  to  our  elderly  people. 
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Realizing  that  you  have  received  almost  every  conceivable  reason 
why  social  security  should  be  increased,  I  am  giving  you  a  brief  sum- 
mary of  action  that  your  body  has  taken  in  regard  to  increased  benefits 
for  the  elderly  and  the  cooperation  that  our  society  has  given  the  social 
security. 

Our  society  has  placed  five  questions  on  the  ballot,  of  which  four 
were  approved  by  the  people.  We  have  taken  part  in  every  piece  of 
legislation  designed  to  benefit  our  retired  elders,  and  we  are  proud  to 
state  that  Massachusetts  is  rated  as  having  the  best  all-around  laws 
benefiting  the  elderly  in  the  Nation.  Our  Commonwealth  passed  the 
first  law  for  the  elderly  in  1930.  The  bill  was  signed  by  the  late  Gov. 
Frank  Allen  and  provided  for  benefits  to  begin  at  70  years  of  age.  Due 
to  the  action  of  the  U.S.  Congress,  requiring  that  in  order  for  the  State 
to  become  eligible  for  Federal  benefits  they  had  to  match  the  grant  of 
$15  a  month  and  decrease  the  age  to  65,  these  monthly  payments  were 
very  meager.  Throughout  the  years  you  have  greatly  increased  the 
allowance  to  the  various  States  for  the  blind,  the  disabled,  the  elderly, 
and  aid  to  dependent  children. 

Our  society  has  constantly  fought  to  see  that  the  benefits  your  com- 
mittee approved  and  Congress  has  granted  have  been  passed  on  to 
those  it  was  designed  to  help.  There  are  338  golden  age  and  senior 
citizens  organizations  in  our  Commonwealth.  Our  society  has  limited 
its  membership  to  those  who  wish  to  assist  in  carrying  out  the  activi- 
ties of  being  helpful  to  our  less-fortunate  elders,  that  is,  visiting  hos- 
pitals, nursing  homes,  et  cetera.  We  have  meetings  in  various  parts 
of  Massachusetts.  Our  headquarters  are  at  20  Lincoln  Street,  Lynn, 
Mass. 

Last  year  we  sent  letters  to  102,000  Massachusetts  voters  who  were 
65  years  of  age  or  older,  and  we  have  notified  the  338  clubs  of  this 
hearing  and  of  our  participation  in  testifying.  I  am  including  for  the 
record  a  list  of  clubs  who  join  with  the  Senior  Citizens  Association  of 
America  in  supporting  H.R.  5710,  filed  by  Chairman  Wilbur  D.  Mills 
in  behalf  of  President  Johnson's  request  for  increased  social  security 
benefits. 

My  reason  for  discussing  old-age  assistance  is  to  encourage  you  to 
recognize  the  necessity  of  increased  social  security  payments.  The 
time  is  past  due  when  our  Government  should  realize  its  responsibility 
in  providing  adequate  means  for  supplying  sufficient  incomes  for  the 
Nation's  retired  elders  so  that  they  may  face  the  twilight  of  their 
lives  free  from  the  fear  of  welfare  and  want,  and  take  a  prominent 
place  in  the  Nation's  economy  by  being  in  the  position  of  becoming 
consumers  of  the  Nation's  products.  At  one  time  in  Massachusetts 
we  had  107,000  persons  on  old-age  assistance,  but  due  to  increased 
social  security  benefits  and  industrial  pensions,  we  now  have  48,000, 
according  to  the  last  report  I  received.  This  speaks  for  itself — the 
benefits  that  increased  social  security  payments  have  accomplished. 
Those  who  are  the  hardest  hit  are  the  elderly  who  have  saved  a  few 
thousand  dollars,  and  the  only  income  they  have  is  their  social  security 
payment,  which  requires  them  constantly  to  draw  on  their  reserve 
savings,  and  leaves  them  with  the  fear  that  they  will  end  up  as  welfare 
recipients. 

We  have  recognized  the  responsibility  of  retiring  our  Federal, 
State,  county,  city,  and  town  employees  on  pensions  after  a  period 
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of  faithful  service.  This  is  no  more  than  right  and  what  we  should 
do.  The  Nation's  producers,  through  their  taxpayments,  are  pro- 
viding retirement  privileges  for  their  public  servants.  Our  group 
has  never  had  any  quarrel  with  this  position.  We  do,  however,  resent 
wholeheartedly  that  one  segment  of  the  Nation's  retired  elders  are 
able  to  live  on  the  hill  of  plenty,  while  at  least  60  percent  of  our  senior 
citizens  must  spend  their  remaining  days  in  the  valley  of  despair. 

It  is  nonsensical  to  talk  of  rehabilitating  retired  elders  for  gainful 
employment.  A  very  small  percentage  of  our  elders  would  be  able 
to  take  advantage  of  this  opportunity.  The  vast  majority  have 
worked  all  their  lives  and  have  earned  dignified  retirement  in  order 
that  they  may  maintain  a  standard  of  living  compatible  with  the 
American  way  of  life.  There  is  talk  about  overproduction.  I  claim 
it  is  underconsumption,  as  at  least  10  million  of  our  retired  elders 
are  unable  to  purchase  even  the  bare  necessities  of  life,  and  this  results 
in  underconsumption,  which  leads  to  unemployment.  The  answer  to 
this  problem  is  a  national  old-age  pension  of  at  least  $200  per  month. 
This  vast  sum  of  circulating  wealth  would  balance  the  Nation's  pro- 
ductive facilities. 

According  to  insurance  statistics,  only  1  out  of  12  of  the  Nation's 
elders  have  been  able  to  accumulate  enough  to  take  care  of  them 
through  their  retirement  years.  A  comprehensive  medical  plan  has 
been  enacted  by  the  Congress  to  protect  the  Nation's  elderly  in  time 
of  sickness. 

The  Massachusetts  Legislature  has  adopted  a  resolution  calling  on 
Congress  to  organize  a  national  convention  for  the  purpose  of  enacting 
an  old-age-pension  amendment  to  the  U.S.  Constitution  providing  for 
$200  a  month,  and  I  feel  that  this  movement  will  gain  momentum  and 
finally  be  enacted.  Attached  for  the  record  is  a  copy  of  this  resolution, 
as  well  as  a  descriptive  article  from  the  Lynn  post. 

In  supporting  increased  social  security  benefits  for  all,  I  further  ad- 
vocate the  establishment  of  centers,  open  at  least  during  the  daylight 
hours,  where  the  aged  can  meet  with  one  another,  renew  oldtime  friend- 
ships and  hold  their  meetings,  and  be  informed  of  their  rights  under 
the  law.  If  their  rights  are  not  granted,  a  representative  from  these 
centers  could  bring  their  case  before  an  appeals  board  or  appropriate 
legislative  body,  which  I  have  done  for  years. 

Our  society  will  support  any  report  this  committee  brings  out  that 
will  provide  increased  social  security  benefits.  We  do  wish  to  go  on 
record  as  being  opposed  to  a  decrease  in  the  amount  of  exemption  for 
persons  45  years  of  age  or  over  from  $1,200  to  $600,  whether  they  are 
receiving  social  security  or  railroad  retirement  benefits.  This  decrease 
would  tend  to  discourage  many  of  the  oldsters  from  continuing  em- 
ployment. I  suggest  that  the  $1,500  earnings  limitation  be  increased 
to  allow  a  joint  earning  ceiling  of  $3,000  as,  in  many  cases,  one  of  the 
spouses  is  unable  to  work.  The  one  that  is  employed  is  in  the  same 
category  as  a  single  person  although  they  have  double  expenses. 

We  also  hope  it  will  be  possible  for  this  committee  to  include  legisla- 
tion preventing  any  increase  in  social  security  benefits  from  affecting 
veterans'  pension  payments.  For  those  elderly  persons  trying  to  live 
on  a  combined  social  security  and  veteran's  pension,  an  increase  in  one 
reduces  monthly  payments  in  the  other  and  precludes  their  realizing 
the  financial  relief  intended. 
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My  opinions  expressed  here  today  are  based  upon  close  to  40  years 
of  experience  as  a  worker  and  a  leader  in  the  old-age  groups  in  coping 
with  their  problems, 

I  wish  to  thank  you,  Mr.  Chairman  and  the  members  of  this  com- 
mittee, who  throughout  the  3<ears  have  assisted  in  passing  legislation 
which  has  made  life  a  little  more  pleasant  for  our  elders  in  the  twi- 
light of  their  lives.  It  is  too  bad  you  have  not  received  all  the  credit 
you  deserve  in  assisting  in  passing  leigslation. 

We  wish  all  of  you  good  health,  happiness,  and  future  success  in 
your  endeavors. 

Member  clubs  on  record  in  favor  of  the  views  expressed  by  the  Senior 
Citizens  and  Associates  of  America  are : 

Weymouth  Senior  Citizens,  Weymouth,  Mass. 

Golden  Age  Club,  Whitinsville,  Mass. 

Haverhill  Golden  Age  Club,  Haverhill,  Mass. 

Palmer  Golden  Age  Club,  Palmer,  Mass. 

Golden  Age  Club,  Amherst,  Mass. 

Jackson  Gardens  Senior  Citizens,  Newton,  Mass. 

Parker  House  Senior  Citizens,  Newton  Center,  Mass. 

Horace  Mann  Senior  Citizens,  Newtonville,  Mass. 

The  Chairman.  We  will  include  in  the  record,  Mr.  O'Donnell,  the 
letter  of  April  29,  1964,  which  is  appended  to  your  statement.  This 
material  will  be  included  in  the  record. 

Mr.  O'Donnell.  Thank  you. 

(The  letter  referred  to  follows :) 

The  Commonwealth  of  Massachusetts, 

Boston,  April  29,  1964. 

Resolutions  Requesting  Congress  to  Call  a  Convention  for  Proposing  an 
Amendment  to  the  Constitution  of  the  United  States  Providing  a  Pension 
of  Two  Hundred  Dollars  Monthly  for  Certain  Persons 

Resolved,  That  the  General  Court  of  Massachusetts,  acting  in  pursuance  of 
article  V  of  the  constitution  of  the  United  States,  hereby  requests  the  Congress 
of  the  United  States  to  call  a  convention  under  said  article  for  the  purpose  of 
proposing  an  amendment  to  said  constitution,  as  follows : 

"article 

"Section  1.  The  Congress  shall  provide  for  the  payment,  subject  to  such  terms 
and  conditions  as  it  may  prescribe,  of  a  pension  of  two  hundred  dollars  monthly 
to  persons  over  the  age  of  sixty-five. 

"Sec.  2.  Contributions  made  by  any  individual  for  the  pension  provided  in 
section  one  shall  be  exempt  from  taxation."  ;  and  be  it  further 

Resolved,  That  the  Congress  of  the  United  States  be,  and  it  hereby  is,  requested 
to  propose  as  the  mode  of  ratification  of  said  amendment  that  it  shall  be  valid  to 
all  intents  and  purposes,  as  part  of  the  constitution  of  the  United  States,  when 
ratified  by  the  legislatures  of  three-fourths  of  the  several  States ;  and  be  it 
further 

Resolved,  That  the  State  secretary  be,  and  he  hereby  is,  directed  to  send  a 
duly  certified  copy  of  these  resolutions  to  the  presiding  officer  of  each  branch  of 
the  Congress  of  the  United  States  and  to  the  Administrator  of  General  Services. 

Senate,  adopted,  April  21, 1964. 

Thomas  A.  Chadwick,  Clerk. 
House  of  Representatives,  adopted  in  concurrence,  April  23,  1964. 

William  C.  Maiers,  Clerk. 

Attest : 

Kevin  H.  White, 
Secretary  of  the  Commonwealth. 
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[From  the  Lynn  Sunday  Post,  Nov.  26,  1961] 
You  Didn't  Know,  But  It's  Your  Day  in  the  Sunday  Post 
(By  Tom  McGovern) 

One  way  to  grow  tired  would  be  to  follow  a  certain  Lynn  septuagenarian 
around  all  day  even  though  he  outweighed  you  to  the  extent  of  a  cigar  in  his 
mouth  and  a  brief  case  under  his  arm.  To  that  end  we  today  salute  the  in- 
comparable indestructible,  indefatigable  Charles  C.  O'Donnell  of  178a  Chestnut 
Street,  president  of  the  Massachusetts  Old  Age  Society. 

Charley  O'Donnell  must  truly  be  described  as  an  altruist  for  it  is  a  fact  that 
while  the  Old  Age  Society  courageously  votes  him  a  handsome  salary  at  its 
convention  each  year  there  is  never  any  money  to  pay  it.  It  is  a  matter  of  record 
that  the  organization's  income  a  year  ago  was  $5700 — that  sum  coming  from 
dues,  tag  days,  and  contributions.  The  operating  expenses  amounted  to  about 
$5650.  From  the  handsome  surplus,  Charles  was  entitled  to  draw  his  generous 
wages ! 

The  Lynn  man  continues  to  function,  however,  because  as  a  disabled  veteran 
of  World  War  I,  he  draws  a  pension  of  $225  per  month  plus  about  $86  per 
month  from  Social  Security. 

"That  gives  me  about  $300  a  month,"  he  comments.  "I  get  by  on  it  because 
I'm  not  a  big  liver.    If  I  gave  up  cigars,  I  could  save  money." 

COLORFUL  CAREER 

Few  men  have  had  careers  to  match  that  of  the  Lynn  man  who  has  served 
as  head  of  the  Old  Age  Society  since  it  was  founded  about  35  years  ago.  A  West 
Coast  native,  he  is  an  old  newspaperman  having  worked  for  the  Fresno,  Calif., 
Herald,  and  Missouri  Sentinel  as  an  advertising  salesman  and  writer. 

He  had  the  honor  of  promoting  the  first  land  and  air  show  as  a  promotion  stunt 
for  the  Fresno  newspaper  about  50  years  ago  and  still  looks  back  upon  it  as  a 
major  accomplishment.  The  exciting  event  brought  together  the  nation's  top 
speedsters  on  the  ground  and  in  the  air.  In  one  demonstration,  Charles  was  a 
passenger  in  a  Buick  that  traveled  60  miles  around  a  dirt  track.  In  that  era  it 
was  like  breaking  the  sound  barrier. 

This  could  have  been  the  "head-turning"  point  in  our  young  man's  career  since 
he  netted  about  $1000  for  himself  for  his  part  in  the  promotion.  But  obviously 
the  tides  of  sentimentality  were  too  deeply  ingrained  in  him  to  be  separated  by 
the  figure  represented  in  a  bank  account. 

AIDED  "WETS" 

The  early  20s  found  the  Lynn  man  engaged  in  campaigns  to  obtain  the  repeal  of 
prohibition,  which  he  considered  senseless,  and  to  improve  the  lot  of  the  man  who 
had  served  in  the  trenches  in  World  War  I.  The  work  for  the  veterans  was  a 
labor  of  love  spawned  by  his  own  service  with  the  Air  Force  in  France  in  World 
War  I.  But  he  doesn't  deny  that  the  "Wets"  paid  him  pretty  well — as  much  as 
$50  per  day  and  expenses  for  his  talents  as  a  public  speaker  and  organizer. 

In  these  visits  to  Washington  as  a  lobbyist  for  the  firewater  forces.  Mr. 
O'Donnell  discovered  a  sympathetic  ally  in  the  late  Senator  David  I.  Walsh  of 
Massachusetts. 

"Walsh  was  a  man  you  could  talk  to,"  he  has  often  stated,  "and  I  developed  a 
deep  admiration  for  his  efforts  in  the  nation's  capital." 

It  was  the  defeat  of  Senator  Walsh  by  Frederick  Gillette,  a  Republican,  that 
inspired  Mr.  O'Donnell  to  remain  in  New  England  when  he  came  here  on  a  visit 
about  40  years  ago.  He  stayed  to  do  everything  in  his  power  to  help  Walsh  regain 
his  Senate  seat. 

EARLY  DEMOCRAT 

While  we  currently  view  a  situation  wherein  three  Democrats  represent  Wards 
2,  3,  and  4  of  Lynn  and  the  town  of  Nahant  in  the  state  Legislature,  Mr.  O'Donnell 
can  remember  when  it  was  about  as  useful  for  a  Democrat  to  aspire  to  the  East 
Lynn  seat  as  a  Republican  running  nowadays  in  Wards  Five  and  Six. 

"It  got  to  be  so  difficult  to  get  candidates  to  run,"  he  states,  "a  group  of  us  got 
together  one  day  and  put  names  in  the  hat.  The  guy  whose  name  was  picked  had 
to  run — there  was  no  getting  out  of  it !   Thirteen  names  went  into  the  fedora  and 
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as  luck  would  have  it,  mine  was  one  of  those  selected.  Looking  back,  I  think 
somebody  had  my  slip  'palmed'." 

What  he  should  use  for  a  campaign  issue  outside  of  the  years  later  when  Walsh 
made  it  for  a  full  six-year  term. 

STARTED  SOCIETY 

Whether  or  not  the  voters  were  agreeing  with  him  in  that  run  for  the  Legis- 
lature, Mr.  O'Donnell  discovered  suddenly  that  he  was  in  love  with  his  own 
campaign  theme.  Elderly  people  coming  forward  to  press  his  hand  after  talks 
and  the  mail  he  received  from  others  made  him  realize  that  these  people  were 
all  alone  in  the  world  with  nobody  to  do  their  speaking  for  them.  It  was  at  about 
this  time  that  he  hit  upon  the  idea  for  the  Massachusetts  Old  Age  Society. 

As  the  perennial  president  of  this  group,  Mr.  O'Donnell  has  become  one  of 
the  best  known  men  in  the  state.  He  has  had  a  speaking  acquaintance  with 
governors  and  legislative  leaders  for  the  past  30  years.  Each,  while  not  always 
agreeing  with  him  has  displayed  a  high  respect  for  his  aims  and  ideals. 

And  long  ago  Charley  fell  in  love  with  New  England.  "I've  been  all  over  the 
country  and  so  far  as  I  am  concerned  we  have  the  grandest  people  in  the  world 
right  here  in  New  England.    I've  met  them  all.    I'll  take  New  Englanders." 

TWICE  WED 

Sadness  has  twice  come  into  the  life  of  the  Lynn  man.  His  first  wife,  the 
former  Laura  Bartlett  died  about  25  years  ago  after  17  years  of  marriage.  Some 
years  later  he  married  a  widow,  Mrs.  Rose  Rose,  who  was  a  neighbor  and  the 
mother  of  four  boys.  This  was  Charley's  family  and  he  has  taken  great  pride  in 
the  fact  that  somebody  knew  him  as  "father."  The  stepsons,  all  doing  well,  are 
John  R.  Rose  of  Hopedale,  Mass.,  Charles  Rose  of  Miami,  Richard  W.  Rose  of 
Nyack,  N.Y.,  and  Joseph  Rose  of  West  Palm  Beach,  Fla. 

Of  his  marital  experiences,  Charley  says  only,  "I  was  blessed  with  the  love 
and  companionship  of  two  wonderful  women.  If  I  get  to  feeling  lonely,  I  look 
back  upon  the  many  happy  years  when  both  were  so  helpful  and  devoted  to  me 
and  the  loneliness  passes." 

And  so  to  you,  Charley  O'Donnell,  ex-newspaperman,  World  War  I  veteran, 
fighter  for  the  elderly,  friend  of  the  downtrodden,  we  salute  you  in  "Your  Day  in 
the  Sunday  Post."  Truly  your  life  has  been  a  magnificent  one,  devoted  to  the 
task  of  doing  something  for  your  fellow  citizens.  Every  benefit  gained  for  these 
senior  citizens  in  the  past  30  years  represents  a  jewel  you  may  justly  wear  in 
your  crown  as  king  of  the  underprivileged  and  neglected. 

And  in  closing,  we  might  suggest  the  thought  that  elderly  people  who  currently 
benefit  from  the  legislation  you  helped  have  enacted  for  them  will  tuck  a  dollar 
in  an  envelope  and  send  it  along  to  you  at  178a  Chestnut  st.  to  help  keep  your 
wonderful  organization  intact  and  someday  perhaps  guarantee  you  the  salary 
you've  never  yet  received. 

The  Chairman.  We  appreciate,  very  much,  your  coming  to  the 
committee,  Mr.  O'Donnell. 
Mr.  O'Donnell.  Are  there  any  questions? 
Mr.  Ullman.  Mr.  Chairman. 
The  Chairman.  Mr.  Ullman. 

Mr.  Ullman.  Mr.  O'Donnell,  I  would  like  to  commend  you  for  a 
very  sincere  and  helpful  statement.  I  just  wanted  to  say,  Mr.  O'Don- 
nel,  that  after  hearing  you  I  understand  a  little  better  why  Mr.  Burke 
fights  so  hard  for  our  senior  citizens. 

Mr.  O'Donnell.  Thank  you.  If  you  will  permit  one  remark,  I 
can't  understand  how  it  is  that  the  people  of  the  Nation  don't  know 
the  various  humanitarian  laws  that  this  wonderful  Congress  has 
passed;  unemployment  insurance,  social  security,  and  all  the  things 
that  go  along  with  it,  the  right  of  labor.  You  have  done  a  wonderful 
job  throughout  the  years. 

Mr.  Ullman.  Thank  you. 
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The  Chairman.  Thank  you,  Mr.  O'Donnell. 
Dr.  Clement. 

Mr.  Vanik.  Mr.  Chairman  and  members  of  the  committee,  I  want 
to  introduce  Dr.  Kenneth  Clement,  who  is  a  prominent  Cleveland 
physician.  He  is  former  president  of  the  National  Medical  Associa- 
tion. He  is  chief  physician  of  the  Cleveland  area  selective  service. 
He  is  an  active  member  of  the  important  Hospital  Insurance  Benefits 
Advisory  Council  which  has  been  established  by  the  President. 

I  know  that  Dr.  Clement  is  going  to  have  a  very  worthwhile  message 
for  our  committee. 

The  Chairman.  We  thank  you,  Mr.  Vanik. 

Dr.  Clement,  we  are  pleased  to  have  you  with  us. 

Dr.  Clement.  Thank  you  very  much,  Mr.  Chairman,  and  thank  you, 
Congressman  Vanik. 

At  today's  hearing  I  would  like  to  represent  myself  and  these 
remarks  that  I  am  going  to  make  I  am  personally  responsible  for. 
I  certainly  thank  the  committee  for  the  opportunity  in  1965  of  having 
spoken  before  you  in  favor  of  the  social  security  amendments  as 
president  of  the  National  Medication  Association. 

STATEMENT  0E  KENNETH  W.  CLEMENT,  M.D.,  CLEVELAND,  OHIO 

Dr.  Clement.  I  am  Kenneth  W.  Clement,  M.D.,  a  practicing  sur- 
geon from  Cleveland,  Ohio.  During  the  hearings  of  H.R.  3920,  I 
represented  the  National  Medical  Association,  as  its  president,  and 
presented  testimony  in  favor  of  passage  of  the  bill. 

I  am  personally  grateful  to  your  committee,  Chairman  Mills  for 
the  amendments  to  the  Social  Security  Act  of  1965.  They  have  en- 
larged the  oportunities  for  improved  health  and  general  well-being 
of  all  American  citizens. 

I  appear  today  out  of  a  personal  recognition  of  a  continuing  moral 
responsibility  to  be  informed  and  interested  in  the  way  these  programs 
work.  The  impact  on  the  quality  of  medical  care,  the  fiscal  integrity 
of  the  program,  and  the  control  of  cost,  should  be  impelling  concerns 
of  all — but,  especially  of  those  who  supported  the  passage  of  these 
amendments  into  law. 

I  realize  in  some  of  the  areas  of  my  printed  statement  I  have  really 
nothing  more  to  add  or  different  to  add  than  others  who  have  supported 
the  same  point  of  view.  I  shall  omit  that  and  summarize  basically 
three  areas  of  concern. 

The  first  area  of  concern  deals  with  the  increase  of  accessibility  both 
for  medicare  and  for  medicaid  and  title  19  benefits.  It  is  my  opinion 
that  the  enactment  of  that  part  which  increases  the  free  choice  under 
title  19,  the  noncomparability  aspects  of  the  present  legislation  and 
those  which  have  a  tendency  to  promote  buy-in  on  the  part  of  the 
States  all  will  improve  both  title  19  and  title  18. 

In  addition  to  that  some  of  us  have  had  a  concern,  particularly  with 
regard  to  those  who  are  poor  and  the  two  choices  iioav  present  for  bill- 
ing under  medicare.  I  support  H.R.  5509,  Congressman  Vanik's  bill, 
because  it  would  make  a  third  choice  possible. 

That  is  namely  the  choice,  fairly  traditionally  used  in  other  kinds 
of  insurance,  of  the  individual  being  able  to  present  an  itemized  bill 
which  lie  certifies  and  recognizes  a  bill  for  payment. 
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Now  you  have  had  before  you  some  testimony,  however,  of  linking 
that  to  the  double  assignment  on  the  check.  Namely,  the  doctor  and 
the  patient.  I  recognize  this  is  a  benefit  to  the  physician  but  I  would 
oppose  it  at  this  time  because  the  net  effect  would  be  if  that  came  into 
being,  to  give  a  disincentive  for  even  giving  a  fair  shake  toward  the 
assignment  method  at  all. 

In  other  words,  it  would  make  it  possible  for  the  individual  provider 
of  service  to  get  the  benefit  without  giving  any  corresponding  consider- 
ation; namely,  it  would  remove  many  from  the  determination  of  the 
allowable  charge  but  at  the  same  time  would  make  it  possible. 

I  do  this  without  imputing  bad  motives.  I  just  think  it  would  be  a 
poor  administrative  way  of  accomplishing  cost  control. 

And  the  two  other  areas,  one  deals  with  cost  and  the  second  one  deals 
with  quality  of  care. 

The  first,  in  relation  to  cost  has  to  do  with  the  fact  that  there  has 
been  before  you  some  testimony  that  the  Social  Security  Administra- 
tion is  stricturing  the  opportunities  of  part  "B"  intermediaries  to  func- 
tion with  overregulated  and  overstrictured  guidelines. 

Now,  it  is  my  own  personal  opinion  that  for  some  of  the  carriers  and 
some  of  them  have  been  operated  this  way  anyhow,  it  would  be  easier 
to  determine  reasonable  charge  by  just  using  the  prevailing  ceiling  and 
bouncing  the  charges  which  came  in  against  that. 

This  would  be  easy  but  it  certainly  would  not  be  in  keeping  with  the 
law  requiring  usual  and  customary  considerations  to  be  given. 

The  net  effect  would  be,  I  am  certain,  that  if  only  the  prevailing 
screening  was  used  to  determine  whether  reasonable  charges  were  being 
sent  in,  that  you  would  get  an  upward  gravitation  from  what  might 
have  been  a  totally  acceptable  fee  previously  by  any  provider  of  service 
because  the  ultimate  ceiling  is  always  known. 

It  may  not  start  out  to  be  but  it  always  becomes  known  as  the  ceil- 
ing and  then  you  get  the  escalation  early.  It  is  vitally  necessary  in 
the  early  part  to  get  all  of  the  information  so  that  one  can  get  a  pro- 
file on  the  individual  provider  of  service  in  terms  of  his  usual  and 
customary  fee  so  long  as  it  is  within  the  prevailing. 

It  is  even  more  important  because  if  we  are  going  to  be  able,  out  of 
experience,  which  is  a  reasonable  wTay  to  do  it,  to  determine  some 
utilization  profiles ;  namely,  one  of  the  other  ways  that  the  trust  funds 
would  be  placed  in  jeopardy  and  legally  so,  there  would  be  by  over- 
utilization  in  the  small  fee  range. 

If  this  were  to  take  place  the  cost  would  once  again  escalate.  The 
third  and  final  area,  there  has  been,  at  least  in  the  public  press  and 
in  relationship  to  all  of  us  who  have  anything  to  do,  advisory  or 
otherwise,  with  medicare,  considerable  statements  made  in  regard  to 
the  matter  of  determining  the  guidelines  for  supervisory  physicians. 

I  have  spent  all  my  professional  life  as  a  senior  clinical  instructor 
of  surgery  in  a  medical  school  setting  an  in  medical  education.  But 
there  are  those  who  insist  that  the  Federal  programs,  both  in  title  19 
and  title  18  but  particularly  in  title  18,  with  regard  to  the  guidelines 
that  determine  how  a  supervisory  physican  can  be  paid  when  in  fact 
he  is  dealing  with  an  intern  or  resident  in  a  medical  education  setting. 

They  have  gone  so  far  as  to  say  it  does  vital  violence  to  the  whole 
concept  of  medical  education.   I  would  urge  that  the  present  guide- 
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lines  be  defended.  These  guidelines  speak  towards  quality  control  in 
the  medical  education  setting  because  they  insist  that  the  supervisory 
physician  in  order  to  be  paid  has  to  in  fact  engage  in  the  diagnosis 
with  the  intern  or  the  resident,  continue  some  part-time  participation 
with  the  patient  during  the  time  he  is  in  the  hospital  and  in  certain 
very  clear-cut  instances  that  that  supervision  has  to  be  given  in  person. 

Now  there  are  those  who  argue  that  since  the  ultimate  in  the  develop- 
ment of  a  surgeon  in  particular  is  to  assume  full  responsibility,  that 
they  should  be  paid  for  their  supervision  in  absentia  simply  because 
the  surgeon  involved  must  act  independently  in  later  years. 

Now  the  guidelines  do  not  stop  at  in  absentia  supervision.  They 
do  not  provide  paying  for  him.  Obviously  where  the  patient  is  per- 
fectly willing  to  accept  that  kind  of  experience  and  as  part  of  their 
overall  training  program,  there  is  nothing  involved  except  no  pay- 
ment under  part  "B." 

Now  seeing  in  part  the  difficulty  of  sustaining  this  thrust,  there  are 
those  now  who  want  interns  and  residents  to  be  paid  under  part  "B," 
having  been  obviously  aware  of  the  fact  that  they  are  and  they  have 
been  paid  under  part  "A"  for  the  service  which  they  do  render. 

I  do  implore  you  to  continue  to  exercise  this  kind  of  quality  con- 
trol over  the  medicare  principles  which  do  insist  on  which  is  in  fact  a 
minimal  kind  of  requirement  . 

There  have  been  insurance  programs  which  would  not  pay  nor 
recognize  the  supervisory  role  of  a  teaching  physician.  They  simply 
insisted  that  if  a  claim  was  sent  in  that  the  physician  had  to  say,  "I 
did  this  in  person.''  It  seems  to  me  that  medicare  has  done  something 
for  medical  education  in  this  country  in  recognizing  this  supervisory 
role  but  it  has,  I  believe,  properly  and  rightfully  expected  that  the 
supervisory  role  should  in  fact  be  given. 

The  Chairman.  Does  that  complete  your  statement? 

Dr.  Clement.  Yes. 

The  Chairman.  We  thank  you,  Dr.  Clement,  for  bringing  your 
views  to  us.    I  am  sure  they  will  be  most  helpful  to  the  committee. 

Mr.  Vanik.  Mr.  Chairman,  I  would  like  to  ask  that  Dr.  Clement's 
statement  be  inserted  in  the  record. 

The  Chairman.  Thank  you  so  much  for  reminding  me,  Mr.  Vanik. 

Without  objection,  Dr.  Clement's  entire  statement  will  be  included 
in  the  record  at  this  point. 

(The  statement  referred  to  follows :) 

Statement  of  Kenneth  W.  Clement,  M.D.,  Cleveland,  Ohio 

I  am  Kenneth  W.  Clement,  M.D.,  a  practicing  surgeon  from  Cleveland,  Ohio. 
Durings  the  hearings  on  H.R.  3920,  I  represented  the  National  Medical  Associa- 
tion, as  its  President,  and  presented  testimony  in  favor  of  passage  of  the  Bill. 
I  am  personally  grateful  to  your  Committee,  Chairman  Mills,  for  the  Amend- 
ments to  the  Social  Security  Act  of  1965.  They  have  enlarged  the  opportunities 
for  improved  health  and  general  well-heing  of  all  American  citizens. 

I  appear  today  out  of  a  personal  recognition  of  a  continuing  moral  responsi- 
bility to  be  informed  and  interested  in  the  way  these  programs  work.  The 
impact  on  the  quality  of  medical  care,  the  fiscal  integrity  of  the  program,  and 
the  control  of  cost,  should  be  impelling  concerns  of  all — but,  especially  of  those 
who  supported  the  passage  of  these  amendments  into  law. 
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A.  OLD  AGE,  SURVIVORS,  DISABILITY,  AND  HEALTH  INSURANCE 

Social  security  benefits  are  substantially  the  only  source  of  income  for  a  large 
majority  of  the  aged,  and  the  adequacy  of  the  benefit  a  basic  safeguard  in  pro- 
tecting against  dependency  and  despondency  in  old  age.  This  has  been  particu- 
larly true  for  those  receiving  only  minimal  benefits  contributed  to  from  low 
income  employment,  despite  long-time  contributions  to  the  system. 

The  lag  in  social  security  benefits,  behind  increases  in  wages  and  costs  of  living 
increases,  has  threatened  to  undermine  the  ability  of  the  system  to  protect  the 
purchasing  power  of  the  elderly. 

Although  I  would  like  to  see  the  cash  benefits  still  higher  than  proposed  in 
the  present  amendments,  I  am  aware  of  the  need  to  keep  the  system  in  balance 
and  to  protect  the  integrity  of  the  trust  funds.  The  present  increases  in  H.R. 
5710  are  much  desired  and  would  correct  some  of  its  lag.  The  desirability  of 
improving  the  minimum  benefits  for  the  long-service  worker  is  also  recognized 
and  encouraged  as  set  forth  in  this  Bill. 

B.  HEALTH  INSURANCE  BENEFITS 

I.  The  disabled  covered  under  social  security  are  of  the  long-term,  total  type. 
This  group  shares  with  the  aged  the  common  burdens  of  highest  health  costs 
and  markedly  reduced  incomes.  They  share,  also,  in  having  participated  in 
benefits  through  contributory  social  insurance  in  all  ways  except  the  very  vital 
Title  18  program  which  recognizes  the  special  need  of  the  older  people  for  pro- 
tection against  the  high  costs  of  hospitalization  and  related  services.  The  long- 
term,  totally  disabled  also  share  in  this  special  need  for  protection  against  the 
high  costs  of  hospitalization  and  related  services.  It  is  desirable,  therefore,  to 
extend  Title  18  coverage  to  the  disabled  of  all  ages  who  receive  social  security 
disability  benefits.  Not  only  will  this  insure  access  to  continued  quality  health 
services,  but  some  dependency  brought  on  by  depletion  of  savings  in  purchasing 
health  may  be  avoided  and  consequently  the  burden  on  public  assistance  that 
these  persons  often  require,  reduced. 

II.  In  the  interest  of  protecting  the  trust  fund,  and  without  endangering  the 
quality  or  quantity  of  care  paid  for  in  federal  facilities,  it  is  most  necessary  that 
certification  procedures  apply,  and  that  utilization  committee  functions  be  re- 
quired, not  only  for  the  Medicare  patients,  but  others  in  federal  facilities  for 
qualify  for  medical  payments,  as  well.  The  longer  stays  in  some  federal  facilities 
for  comparable  illnesses,  than  other  health  institutions  and  facilities  is  reason 
enough  for  this  caution. 

III.  Funding  of  depreciation  allowances,  subject  to  use  in  capital  expenditures 
and  improvement  on  approval  of  an  appropriate  state  planning  agency  is  highly 
desirable.  Increased  hospital  costs,  and  overall  health  costs  related  to  over 
supply  of  hospital  beds,  or  over  building  with  widespread  low  hospital  popula- 
tion daily  census,  can  probably  be  influenced  better  in  no  other  way. 

So  long  as  these  funds  could  be  used  in  retiring  indebtedness  for  capital  out- 
lays already  approved  by  appropriate  community  health  planning  agencies  of 
the  State  (where  they  exist),  no  real  impairment  of  hospital  management  rights 
should  follow. 

At  all  levels  of  government  and  community  awareness,  the  need  for  planning 
to  better  utilize  precious  health  resources  is  growing.  This  funding  requirement 
would  assist  in  making  this  planning — controlled  on  a  local  or  regional  level  of 
the  State, — meaningful  and  effective. 

The  vast  majority  of  hospitals  exist  out  of  a  recognized  community  need,  inter- 
est, and  support.  Their  vitality,  and  in  general  their  continued  viability,  pro- 
gramming and  physical  maintenance  and  preservation  is  a  community  necessity 
and  there  is  not  other  possible  substitute  for  this  source  of  service  to  the  public. 

This  funding  mechanism  would  aid  in  insuring  their  viability.  As  governments 
increasingly  recognize  the  obligation  to  pay  full  costs  for  patient  care  for  the 
indigent  and  medically  indigent,  the  need  to  divert  capital  funds  into  meeting 
operating  costs  is  less  excusable.  This  is  particularly  undesirable  when  the  con- 
sequences may  be  deterioration  and  final,  complete  obsolescence  of  the  facility. 
In  some  instances  this  is  a  tragic  community  loss — which  the  community  is 
inevitably  asked  to  replace. 
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C.   DETERMINATION   OF  REASONABLE   CHARGE   ON   THE  PART   OF  PART  B  CARRIERS 

Some  carrier  testimony  suggests  that  the  Social  Security  Administration  over- 
regulates  their  determination  of  reasonable  charge,  and  that  the  guidelines  and 
regulations  are  too  tightly  structured.  Some  of  these  suggest  that  the  need  to 
use  "usual  and  customary  charge"  of  a  given  physician  be  required  only  when  it 
is  above  the  level  determined  to  be  the  prevailing  charge  in  that  area  for  a  given 
service.  Others  simply  make  this  the  practice. 

Undoubtedly,  it  would  be  simpler  to  employ  this  broad  policy  outline  of  pre- 
vailing charge  determination.  It  might  result  in  less  time  and  the  use  of  fewer 
people  to  process  claims. 

If  this  were  allowed,  however,  by  the  Social  Security  Administration,  either 
overtly  or  by  relaxing  adequate  federal  controls  to  insure  that  the  concept  of 
reasonable  charge  includes  "usual,  and  customary,  as  well  as  prevailing",  signifi- 
cant increases  in  cost  to  the  program  might  be  predicted. 

If  implementation  of  Part  B  is  to  be  prudent  and  economical,  the  government 
has  a  responsibility  to  insure  that  the  language  and  intent  of  the  law  be  retained 
in  regulations  and  guidelines. 

Two  serious  and  immediate  consequences  might  take  place  if  claims  were,  in 
fact  or  practice,  screened  only  against  "prevailing  charges"  in  a  given  community. 

I.  The  almost  certain  ultimate  general  knowledge  of  the  upper  limits  of 
"prevailing"  would  encourage  upward  gravitation  of  fees  by  all,  unless  the 
individual  profile  of  the  provider  of  services  is  used  as  an  anchor.  As  a  re- 
sult of  this  upward  gravitation  in  individual  fees,  the  cost  of  the  program 
would  increase,  and  the  levels  of  payment  established  early  in  the  program 
by  this  perfectly  legal  tendency  would  produce  an  elevated  floor,  unsusceptible 
of  future  alteration. 

An  approach  to  determining  reasonable  charge  by  use,  primarily  of  the 
prevailing  screen,  would  provide  insufficient  assurance,  both  initially  and  over 
the  long  run,  that  the  payments  made  to  an  individual  physician  under  the 
program  are  in  line  with  his  customary  charges  to  non-beneficiaries.  This 
latter  charge  is  a  vital  control  and  ethical  monitor  of  cost  of  the  Part  B 
Program. 

In  addition,  it  is  desirable  for  carriers  to  develop  over  the  long  run  data 
needed  to  make  determinations  with  respect  to  the  utilization  of  services — to 
develop  "utilization  profiles"  for  use  in  assuring  that  payments  made  under 
the  program  are  covered  services  that  are  medically  necessary. 

D.  REGULATIONS  AND  GUIDELINES  FOR  PAYMENT  OF  SUPERVISING  AND  DIRECTING 
PHYSICIANS  IN  A  TEACHING  SETTING 

There  is  criticism — intense,  but  neither  universal  or  widespread — from  some 
medical  educators,  that  these  regulations  (supra)  will  jeopardize  the  teaching 
of  interns  and  residents.  It  is  said  they  pose  a  threat  to  medical  education 
at  the  graduate  level  in  American  medicine. 

Within  the  framework  of  a  general  lament  that  "sources  of  teaching  ma- 
terial are  drying  up"  because  of  increased  coverage  of  patients  by  private 
health  insurance,  and  increasing  governmental  payment  of  costs  to  provider 
of  services  for  patients  formerly  considered  "charity  patients"  some  are  more 
specifically  unhappy. 

The  Medicare  Act  recognizes  this  role  of  the  supervising  and  directing  physi- 
cian in  medical  education  where  interns  and  residents  are  involved  in  the 
delivery  of  medical  service,  in  a  way  not  heretofore  generally  acknowledged. 
In  this  respect  it  is  a  landmark  recognition,  and  advances  rather  than  retards 
medical  education.  Title  18  recognizes  an  obligation  to  pay  for  this  service 
when  the  supervising  physician  participates,  diagnoses,  planning  and  giving 
of  treatment,  and  personal  involvement  in  those  situations  which  clearly  in- 
dicate the  need  for  same,  in  order  to  insure  the  highest  quality  medical  ex- 
perience for  the  Title  18  beneficiary. 

Unfortunately,  those  who  view  these  guideline  requirements  as  jeopardizing 
medical  education  suggest  that  the  supervisor  should  be  paid  for  services  given 
by  residents  and  interns  when  he  is  not  in  person  present,  or  has  not  par- 
ticipated as  outlined  above,  because  in  the  view  of  some  it  is  necessary  for 
residents  and  interns  to  have  an  unsupervised  experience  in  acquiring  inde- 
pendent judgement  and  independent  skill. 

In  the  first  instance,  the  services  of  residents  and  interns  in  these  kinds 
of  teaching  situations  are  already  payable  at  cost  under  Part  A.  Obviously, 
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the  worth  of  their  unsupervised  medical  service  is  set  by  the  hospital  and  those 
who  teach  them.  So,  it  cannot  be  claimed  that  the  service  itself  is  not  being 
paid  for. 

In  the  second  place,  to  the  extent  that  any  patient  is  willing  to  be  exposed  to 
an  unsupervised  medical  service  by  an  intern  and  resident,  and  to  the  extent  that 
the  absent  supervisor  recognizes  that  he  deserves  no  pay  for  supervision  in  that 
specific  case,  the  guidelines,  regulations  and  the  law  are  appropriately  silent. 

Despite  claims  that  may  be  made  by  some  medical  educators  that  the  quality 
of  medical  care  in  these  personally  unsupervised  cases,  is  high,  every  medical 
index  used  to  evaluate  health  care  in  the  group  of  patients  in  the  country  at  large 
who  receive  their  care  in  this  manner,  are  dismally  bad  compared  to  those  who 
are  willing  to  pay  and  insist  upon,  not  only  a  high  degree  of  supervision  in  all 
services  rendered  to  them  in  the  hospital,  but  in  most  instances  require  the  super- 
vising physician  to  be  the  attending  physician  as  well. 

As  America  becomes  more  civilized,  and  all  vestiges  of  the  dual  system  for  the 
delivery  of  medical  care  services  in  this  country  are  erased,  and  one  high  standard 
of  quality  service  is  available  for  all,  those  who  can  pay  personally,  as  well  as 
those  for  whom  government  assumes  the  appropriate  responsibility,  these  guide- 
lines should  be  increasingly  upgraded  and  enforced.  The  challenge  is,  in  fact, 
to  those  who  cry  so  loudly  against  them,  to  study  those  medical  educators  who 
are  successfully  achieving  the  ends  of  medical  education  in  the  totally  private 
setting,  and  accordingly  to  make  the  appropriate  adjustments  on  an  evolutionary 
basis  which  both  Title  18  and  Title  19,  with  the  need  for  State  participation — 
provides. 

E.  INCREASING  ACCESSIBILITY  TO  QUALITY  MEDICAL  CARE,  AND  IMPROVING  THE  CHOICE 
OF  HOW  AND  WHERE,  AS  WELL  AS  BY  WHOM,  TO  OBTAIN  HEALTH  SERVICES  UNDER 
TITLES   18  AND  19 

The  sections  of  the  proposed  Social  Security  Amendments  of  1967,  which 
modify  the  comparability  provision,  insure  free  choice  by  the  individual  eligible 
for  medical  assistance  and  coordinate  Title  19  and  supplementary  medical  in- 
surance should  serve  to  increase  the  number  of  enrollees  in  a  State  such  as  Ohio, 
by  promoting  the  buying  for  Title  19  patients  and  penalizing  those  states  who  do 
not. 

F.  INCLUSION   OF  NON-ROUTINE  PODIATRIST   SERVICES   UNDER  THE  SUPPLEMENTARY 

MEDICAL  INSURANCES  PROGRAM 

Under  existing  laws,  the  services  that  would  be  covered  under  this  provision 
are  already  covered  when  rendered  by  a  physician.  There  are  many  good  reasons 
in  the  interest  of  the  elderly  that  they  should  remain  so. 

However,  many  elderly  people  are  in  need  of  foot  care  which  they  themselves 
cannot  provide,  and  for  a  number  of  reasons  which  physicians  do  not  provide. 
In  fact,  only  the  podiatrist,  by  training,  skill  and  interest  can  provide.  Some 
of  these  services  cannot  be  cared  for  by  the  person  himself  for  a  variety  of 
reasons,  such  as  limitation  of  bending  due  to  arthritis  or  obesity,  unsteady 
hands,  impaired  vision,  etc.  There  are  other  kinds  of  patients  in  which  skilled 
foot  care  such  as  the  podiatrist  can  and  does  give,  while  considered  routine  in 
the  healthy  individual,  may  be  actually  life-saving  in  these  elderly  with  such 
diseases  as  diabetes,  serious  vascular  impairments,  and  blood  dyscrasias.*  The 
needs  of  the  elderly,  therefore,  would  be  more  adequately  met  if  the  Title  18 
program  recognized  an  obligation  to  pay  for  what  is  considered  "routine  foot 
care"  in  the  categories  of  patients  outlined  above. 

By  so  limiting  the  service  to  categories  of  diseases  already  diagnosed  by  a 
physician,  would  insulate  the  program  against  such  uncontrollable  increases  in 
costs  as  routine  foot  care  might  bring,  and  would  fill  a  present  hiatus  in  the 
medical  care  of  the  elderly  still  unmet. 

G.  INADEQUACY  OF  PRESENT  EXPENDITURES  FOR  MEDICAL  ASSISTANCE 
FOR  NEEDY  CHILDREN 

The  proposals  to  help  meet  the  medical  needs  of  children  of  low  income  fam- 
ilies adequately,  deserve  support,  and  favorable  recommendation  from  the 
Committee.  The  present  infant  and  maternal  mortality  in  this  group  is  ample 
justification  for  support  of  these  proposals. 
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Mr.  Vanik.  Mr.  Chairman,  I  would  like  to  ask  a  question.  Doctor, 
you  have  testified  concerning  the  effect  of  regulations  and  guidelines 
in  two  areas,  the  determination  of  a  reasonable  charge  and  payment 
for  supervisors  of  physicians  in  the  teaching  setting. 

Since  you  are  a  member  of  the  Hospital  Insurance  Benefits  Ad- 
visory Council  I  would  like  to  know  what  the  council  recommended, 
if  anything,  on  these  two  points. 

Dr.  Clement.  Mr.  Vanik  and  Mr.  Chairman,  actually  the  council 
interestingly  enough  has  met  some  200  hours  in  some  70  meetings  and 
have  talked  at  great  length,  and  in  these  particular  two  areas  the  coun- 
cil has  been  united  in  its  belief  that  they  should  be  carried  out  in  this 
way. 

Many  different  reasons  have  been  expressed  but  the  opinions  are 
that  the  present  guidelines  in  these  two  areas  do  represent  what  is  best 
for  the  program,  for  the  beneficiaries,  for  the  Government,  for  all 
involved,  having  heard  all  on  these  subjects. 

I  would  like  with  the  chairman's  permission  to  merely  put  an 
appendix  to  my  present  statement  which  will  clarify  that  further. 

That  is  sufficient,  I  think  in  terms  of  reply. 

The  Chairman.  Without  objection,  you  have  that  permission. 
The  appendix  to  your  statement  will  be  included  in  the  hearing  record 
at  this  point. 

(The  appendix  referred  to  follows :) 

Appendix  A 

A  Participant's  View  of  the  Role  of  HIBAC 

I  am,  as  you  may  know,  a  member  of  the  Health  Insurance  Benefits  Advisory 
Council — the  statutory  advisory  body  which  has  been  advising  the  Secretary  of 
Health,  Education,  and  Welfare  on  the  administration  of  the  health  insurance 
program.    I  can  assure  you  that  the  members  of  the  Council  have  been  ever 
mindful  of  their  responsibility  to  their  professions  and  to  the  Nation  of  pro- 
viding sound  advice  for  the  efficient  and  equitable  implementation  of  the  law. 
In  addition  to  extensive  individual  study  and  consultation  with  interested  or- 
ganizations, practitioners  and  leaders  in  the  health  care  field,  the  Council  has 
spent  over  200  hours  in  actual  session.    During  the  Council  meetings  the  mem- 
bers exchanged  views  and  discussed  program  issues  with  representatives  of 
SSA,  other  components  of  DHEW  involved  in  the  administration  of  the  program, 
Part  A  intermediaries,  Part  B  carriers,  hospitals,  the  medical  profession,  labor, 
the  aged  and  other  affected  interests.    Based  on  this  study,  consultation  and 
deliberation  the  Council  has  developed  recommendations  on  program  policy  with 
respect  to  the  conditions  of  participation  and  principles  of  reimbursement  for 
hospitals,  extended  care  facilities,  home  health  agencies  and  independent  labora- 
tories, the  determination  of  reasonable  charges  for  physicians'  services  and  al- 
most every  other  aspect  of  the  program.   In  my  judgement,  these  recommenda- 
tions have  been  closely  followed  in  the  regulations  and  policies  that  have  been 
adopted.    What  we  have  striven  for  in  every  instance  has  been  program  policy 
that  would  implement  the  law  in  a  way  that  would  be  operationally  efficient  and 
equitable  to  all  concerned.    In  the  guidelines  furnished  to  Part  B  carriers  for 
the  determination  of  reasonable  charges,  for  example,  we  sought  policies  that 
would  make  optimum  use  of  the  experience  of  carriers  in  claims  administration 
and,  at  the  same  time,  assure  prudent  and  economical  application  of  the  cus- 
tomary and  prevailing  change  criteria  set  forth  by  Congress  for  the  determination 
of  reasonable  charges  for  services  under  Part  B  of  the  law.    Such  an  approach 
required  full  recognition  of  the  desirability  of  making  the  greatest  possible 
use  of  the  claims  processing  capability  and  relationships  with  the  medical  pro- 
fession that  private  health  insurance  carriers  was  limited  to  a  fee  schedule 
approach,  rather  than  the  customary  and  prevailing  charge  approach  stipulated 
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by  the  law.  Such  an  approach  required  appreciation  of  the  need  to  assure 
beneficiary  access  to  all  of  the  medical  services  available  in  the  community  by 
providing  reasonable  charge  reimbursement  in  line  with  the  full  customary  and 
prevailing  fees  of  physicians.  However,  it  also  required  appreciation  of  the  fact 
that  claims  review  techniques  that  did  not  provide  assurance  that  reimbursement 
under  the  program  was  based  on  physicians'  fees  that  are  no  greater  than  the 
physician's  customary  fee  and  the  prevailing  fees  in  the  community  could  en- 
courage an  escalation  in  fees  that  would  be  unfair,  not  only  to  the  enrollees 
and  general  taxpayers  who  support  the  program,  but  to  the  public  as  a  whole. 

After  long  deliberation  and  careful  consideration,  the  Council  urged  that  the 
Social  Security  Administration  issue  to  the  carriers  definitive  guidelines  for  the 
administration  of  Part  B  in  line  with  the  requirements  of  the  law  and  their 
contractual  undertakings.  In  doing  so,  the  Council  stressed  the  responsibility 
of  the  carriers  as  administrative  agents  of  the  Federal  Government  in  carrying 
out  the  intent  of  the  law  for  assuring  that  payments  under  Part  B  are  indeed 
reasonable,  based  on  customary  and  prevailing  charges.  The  Council  further 
urged  that  the  Social  Security  Administration  continue  to  exercise  the  closest 
possible  consultation  and  review  of  the  implementation  of  Part  B,  through  the 
carriers,  with  special  emphasis  on  the  extent  of  claims  review  and  the  successful 
establishment  of  medical  review  mechanisms  in  the  earliest  phases  of  the 
program. 

The  guidelines  for  the  determination  of  reasonable  charges  issued  by  the 
Social  Security  Administration  and  embodied  in  proposed  regulations  do  not 
set  forth  rigid  operating  instructions.  Rather,  they  set  forth  broad  principles 
designed  to  assure  proper  and  consistent  application  of  the  criteria  for  the  deter- 
mination of  reasonable  charges  embodied  in  the  law.  And,  of  course,  the  fact 
that  the  proposed  regulations  are  comprehensive  and  offer  illustrations  and  ex- 
amples of  methods  by  which  the  determinations  involved  might  be  made  by 
carriers  does  not  alter  the  fact  that  they  are  guidelines,  rather  than  rigid  op- 
erating instructions.  Indeed,  the  proposed  regulations  speak  for  themselves  on 
their  nature  and  intent.  They  state : 

"405.502(c)  Application  of  criteria. — In  applying  these  criteria,  the  carriers 
are  to  exercise  judgment  based  on  factual  data  on  the  charges  made  by  physi- 
cians to  patients  generally  and  by  other  persons  to  the  public  in  general  and  on 
special  factors  that  may  exist  in  individual  cases  so  that  determinations  of 
reasonable  charge  are  realistic  and  equitable. 

"405.502(d)  Responsibility  of  Administration  and  carriers. — Determinations 
by  carriers  of  reasonable  charge  are  not  reviewed  on  a  case-by-case  basis  by 
the  Social  Security  Administration,  although  the  general  procedures  and  per- 
formance of  functions  by  carriers  are  evaluated.  In  making  determinations,  car- 
riers apply  the  provisions  of  the  law  under  broad  principles  issued  by  the  Social 
Security  Administration.  These  principles  are  intended  to  assure  overall  con- 
sistency among  carriers  in  their  determinations  of  reasonable  charge.  The 
principles  .  .  .  establish  the  criteria  for  making  such  determinations  in  accord- 
ance with  the  statutory  provisions." 

As  you  will  note,  the  regulations  leave  wide  latitude  to  the  carrier  in  apply- 
ing the  criteria  set  forth  in  the  law.  However,  I  believe  that  the  guidelines  they 
embody  are  necessary  to  preserve  the  important  values  inherent  in  this  criteria. 
I  think  it  would  be  a  serious  error  to  permit  the  reasonable  charge  criteria  to 
be  weakened  in  application  over  the  long-range  future  through  the  adoption  of 
claims  processing  expedients  to  deal  with  temporary  operational  problems  being 
encountered  in  the  initial  months  of  program  implementation. 

Before  turning  to  other  matters,  I  would  like  to  comment  on  an  aspect  of 
program  policy  covered  in  the  same  proposed  regulations— reimbursement  for 
the  services  of  attending  physicians  supervising  residents  and  interns.  This  is 
another  matter  that  the  Council  subjected  to  long  and  careful  study,  including  a 
visit  by  a  committee  of  three  of  its  members  to  a  prominent  exponent  of  a  view- 
point at  odds  with  the  policy  finally  adopted.  In  essence,  the  Council  affirmed 
and  reaffirmed  its  recommendation  that  a  charge  should  be  recognized  under 
Part  B  for  the  services  of  an  attending  physician  who  involves  residents  and 
interns  in  the  care  of  his  patient  only  if  his  services  to  the  patient  are  of  the 
same  character,  in  terms  of  the  responsibilities  to  the  patient  that  are  assumed 
and  fulfilled,  as  the  services  he  renders  to  his  other  paying  patients.  The  Coun- 
cil further  held  that  the  personal  and  identifiable  direction  of  interns  and  resi- 
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dents  required  as  a  basis  for  reimbursement  for  the  services  of  the  attending 
physician  should,  in  the  case  of  major  surgical  procedures  and  other  complex 
and  dangerous  procedures  and  situations,  include  supervision  in  person  by  the 
attending  physician.  The  policy  recommended  by  the  Council  was  adopted  and 
is  embodied  in  the  proposed  regulations.  Without  the  adoption  and  implementa- 
tion of  this  policy,  I  believe  that  there  would  be  real  danger  that  the  intention 
of  Congress  to  place  the  medicare  beneficiary  on  the  same  footing  with  other 
paying  patients  would  be  defeated  in  many  instances.  Many  of  the  aged  would 
have  been  provided  the  same  poorly-supervised  services  of  residents  and  interns 
that  were  available  to  them  as  indigent  patients  prior  to  the  enactment  of  the 
medicare  law. 

The  Chairman.  As  I  understand,  the  group  referred  to  by  Mr. 
Vanik  concurs  completely  in  the  presentation  you  have  made  on  these 
two  points. 

Dr.  Clement.  Yes.   There  may  have  been  differences  as  to  why. 

The  Chairman.  I  understand. 

Are  there  any  further  questions  of  Dr.  Clement  ? 

We  thank  you  again,  Doctor. 

Dr.  Clement.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Seltzer  ? 

Mr.  Seltzer  will  not  be  here,  I  understand. 

Dr.  Campbell? 

Mr.  Schneebeli  ? 

Mr.  Schneebeli.  Mr.  Chairman  and  Professor  Campbell,  our  col- 
league, Congressman  Curtis,  a  trustee  of  Dartmouth  College,  has  asked 
me  to  express  his  regrets  that  he  could  not  be  here  since  he  is  occupied 
with  other  congressional  duties.  He  told  me  of  the  fine  reputation  that 
Dr.  Campbell  has  in  the  department  of  economics  of  that  college. 

Also,  as  an  alumnus  of  that  school,  I  would  like  to  welcome  Dr. 
Campbell  here.  Having  read  in  advance  some  of  this  testimony,  I  am 
glad  to  say  he  is  casting  a  little  bit  different  light  on  the  approach  to 
this  problem  than  we  have  heard  up  to  date. 

I  think  the  impact  that  this  bill  will  have  on  another  segment  of 
society  is  very  interesting.   I  welcome  his  testimony. 

Thank  you. 

The  Chairman.  Dr.  Campbell,  we  are  pleased  to  have  you  with  us 
today. 

You  are  recognized,  sir. 

STATEMENT  OF  DR.  COLIN  D.  CAMPBELL,  DEPARTMENT  OF 
ECONOMICS,  DARTMOUTH  COLLEGE,  N.H. 

Dr.  Campbell.  Thank  you  very  much,  Mr.  Schneebeli.  I  also  want 
to  thank  the  chairman  for  asking  me  to  testify  before  this  committee. 
I  have  prepared  a  written  statement  for  the  committee  and  the  com- 
ments I  want  to  make  now  briefly  summarize  my  written  statement. 

The  Chairman.  With  the  understanding  that  your  entire  statement 
will  be  included  in  the  record  at  this  point,  Dr.  Campbell. 

(The  statement  referred  to  follows :) 
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Statement  by  Pkofessok  Colin  D.  Campbell,  Depaktment  of  Economics, 
Dartmouth  College,  Hanover,  N.H. 

THE  BURDEN  ON  YOUNG  WORKERS  UNDER  SOCIAL  SECURITY 

H.R.  5710  will  perpetuate  and  aggravate  the  excessive  burden  on  young  workers 
that  already  exists.  Greater  equity  is  needed  in  the  old-age,  survivors,  and  dis- 
ability insurance  program.  The  proposals  made  below  would  give  young  workers 
entering  the  system  full  value  for  the  taxes  that  they  and  their  employers  have 
paid  in. 

To  illustrate  the  kind  of  insurance  coverage  that  young  workers  get  under  the 
present  Federal  old-age  insurance  system,  consider  a  person  who  took  his  first 
job  in  1967  at  the  age  of  22.  Assume  that  he  will,  for  the  next  43  years,  earn  at 
least  6,600  each  year.  He  will  then  pay  in  the  maximum  amount  of  taxes,  since 
income  over  $6,600  is  not  currently  subject  to  tax. 

In  January  1967,  the  rate  of  tax  for  old-age,  survivors,  and  disability  insurance 
was  raised  to  7.8  percent — 3.9  percent  on  both  the  employer  and  the  employee. 
The  maximum  tax  per  worker  is  now  approximately  $515  per  year.  This  total 
will  be  gradually  increased  until  it  reaches  $640  in  1973.  Taxes  at  these  levels 
paid  over  a  working  life  of  43  years  and  accumulated  at  4  percent  interest  com- 
pounded will  amount  to  over  $68,000  at  the  time  of  retirement  at  age  65 — $27,000 
in  payments  plus  $41,000  in  accumulated  interest.  Deducting  20  percent  for  the 
cost  of  disability  and  survivors  insurance,  the  total  value  of  accumulated  taxes 
for  old-age  insurance  alone  would  be  $54,000. 

For  this  young  worker,  the  maximum  retirement  benefits  that  are  now  possi- 
ble are  $3,024  per  year— $2,016  for  himself  and  an  additional  $1,008  for  his 
wife.  A  pension  of  $3,024  at  age  65  could  have  been  financed  with  accumulated 
tax  payments  of  only  $33,000,  assuming  4  percent  interest  on  the  unused  bal- 
ance. Average  life  expectancy  at  age  65  is  14  years.  For  this  worker,  the 
ratio  of  the  value  of  his  accumulated  taxes  to  the  value  of  the  benefits  that  he 
can  expect  to  receive  is  166  percent. 

The  reason  for  the  excessive  burden  on  young  workers  is  that  there  are 
currently  15  million  persons  receiving  social  security  old-age  benefits,  all  of 
whom  contributed  less  than  the  discounted  values  of  their  benefits  during  their 
own  income-earning  careers.  The  social  security  system  is  independent  and 
self-financing.  Some  contributors  must  be  paying  not  only  the  cost  of  their 
own  coverage,  but  also  the  cost  of  the  pensions  of  those  who  have  already 
retired. 

The  Social  Security  Administration's  estimates  of  the  cost  to  the  worker  of 
his  old-age  benefits  are  less  than  that  shown  above.  In  their  cost  estimates, 
they  exclude  the  tax  on  the  employer.  Thus,  their  estimates  of  the  cost  to 
the  employee  are  approximately  one-half  mine.  The  problem  of  tax  shifting 
is  a  difficult  one;  nevertheless,  to  my  knowledge,  most  tax  economists  believe 
that  payroll  taxes  on  an  employer  are  soon  shifted  to  their  employees.  This 
is  because  the  tax  increases  the  employer's  labor  costs  and  decreases  his  demand 
for  labor.  This  spread  over  all  firms  causes  the  level  of  money  wages  to  fall 
(or  to  rise  less  than  it  otherwise  would),  so  that  the  wage  earner,  in  effect, 
pays  this  employer  part  of  the  tax  as  well  as  that  nominally  levied  on  the 
employee.  In  my  opinion,  the  tax  payment  by  the  employer  should  be  included 
as  part  of  the  cost  of  the  worker's  old-age  pension. 

How  will  H.R.  5710  affect  the  young  worker?  The  payroll  tax  rate  on  the 
employer  and  the  employee  combined  (excluding  medicare)  will  be  raised  to 
10  percent  by  1973  instead  of  the  present  scheduled  rate  of  9.7  percent,  and  the 
maximum  tax  base  is  to  be  raised  from  the  present  $6,600  to  $10,800.  This 
means  that  by  1974  the  payroll  tax  would  amount  to  $1,080  per  worker  for  all 
persons  paying  the  maximum  tax.  Benefits  are  also  to  be  larger,  but  not  by 
as  much.  For  the  young  worker  22  years  of  age  starting  employment  in  1968 
and  paying  in  the  maximum  in  taxes,  the  value  of  his  accumulated  taxes  at 
age  65,  after  deducting  20  percent  for  disability  and  survivors  insurance,  will 
be  $88,000.  The  value  of  his  larger  pension  will  be  approximately  $48,000.  The 
ratio  of  the  value  of  his  accumulated  taxes  to  the  value  of  his  expected  pension 
will  be  181  percent  compared  to  the  current  166  percent,  and  this  ratio  is 
scheduled  to  increase  up  to  193  percent  from  1968  to  1974  as  the  base  of  the 
payroll  tax  is  increased. 

H.R.  5710  includes  a  special  provision  setting  a  7  percent  upper  limit  to  the 
payroll  tax  rate  for  the  self-employed.    In  the  past,  the  self-employed  have 
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usually  paid  tax  rates  set  at  one  and  one-half  times  the  employee  rates.  For 
the  self-employed,  the  problem  of  tax  shifting  and  whether  or  not  the  part  of 
the  tax  on  the  employer  should  be  included  in  the  cost  of  the  insurance  does  not 
arise.  Despite  the  limit  to  the  tax  rate  on  the  self-employed,  under  the  proposed 
amendments,  the  value  of  the  accumulated  taxes  paid  in  by  the  self-employed 
exceeds  the  expected  value  of  their  benefits.  For  the  young  married  man  start- 
ing to  work  in  1968  and  paying  in  the  maximum  in  taxes,  the  accumulated  value 
of  his  taxes  will  be  $62,000.  The  value  of  his  expected  pension  will  be  $48,000. 
The  ratio  of  the  value  of  accumulated  taxes  to  the  value  of  the  expected  benefits 
is  128  percent. 

Proposals 

To  give  young  workers  a  better  deal,  the  following  three  proposals  are 
recommended : 

(1)  Reduce  the  rate  of  the  payroll  tax  of  old-age,  survivors,  and  disability 
insurance  (medicare  excluded)  to  approximately  5.4  per  cent — 2.7  per  cent  on 
both  the  employer  and  the  employee.  At  this  rate,  young  workers  entering  the 
system  would  be  offered  full  value  for  the  taxes  they  and  their  employer  have 
paid  in. 

(2)  Finance  all  benefits  paid  to  retired  persons  in  excess  of  what  they  paid 
for  on  an  actuarial  basis  from  general  tax  revenues,  and  include  the  cost  of 
such  payments  as  a  current  budget  item.  Such  benefits  are,  in  fact,  welfare 
payments  rather  than  insurance  benefits. 

(3)  Require  the  Federal  old-age  insurance  program  to  adopt  the  same  opera- 
tional rules  and  procedures  required  of  private  insurance  funds : 

(a)  Have  the  Social  Security  Administration  provide  beneficiaries  with 
annual  statements  of  their  position  in  the  fund. 

( b )  Arrange  for  stronger  vesting. 

(o)  Have  the  Social  Security  Administration  prepare  an  annual  balance 
sheet  for  the  Federal  old-age  insurance  program  in  addition  to  the  annual 
income  statement. 

To  illustrate  the  way  in  which  a  reduction  in  the  tax  rate  to  5.4  per  cent 
would  give  the  young  worker  a  better  deal,  consider  another  example.  A  worker 
who  pays  in  $300  a  year  for  43  years  accumulates  a  fund  of  $33,000,  assuming 
4  per  cent  interest.  This  is  large  enough  to  finance  a  pension  for  him  and  his 
wife  equal  to  the  current  maximum  of  $3,024  for  14  years.  If  the  base  of  the 
tax  were  $6,600  and  taking  into  account  disability  and  survivors  insurance,  a 
tax  rate  of  only  5.4  per  cent  would  be  necessary. 

The  above  program  would  not  only  revitalize  Federal  old-age  insurance,  but 
also  could  be  supplemented  by  measures  to  provide  more  adequate  income  main- 
tenance for  elderly  persons  who  have  retired  and  not  built  up  sufficient  insurance 
benefits.  Such  measures  might  include  programs  to  raise  minimum  benefits  or  to 
increase  bneefits  automatically  with  increases  in  median  income  levels  per 
family.  But,  these  measures  should  be  financed  by  general  tax  revenues  when- 
ever they  increase  the  benefits  of  persons  without  at  the  same  time  increasing 
their  tax  contributions. 

H.R.  5710  raises  all  benefits  of  retired  persons  at  least  15  per  cent  and  raises 
minimum  benefit  payments  for  many  others.  Who  is  obligated  to  pay  for  the  cost 
of  these  higher  benefits  under  the  present  social  security  system  ?  It  is,  of  course, 
those  from  whom  social  security  taxes  are  currently  collected.  Looked  at  this 
way,  the  inequities  are  clear.  Why  should  young  workers  rather  than  the  gen- 
eral taxpayer  pay  for  the  cost  of  these  higher  benefits?  Even  though  these 
higher  payments  are  included  as  part  of  the  Federal  old-age  insurance  program, 
they  are  really  welfare  payments.  As  such,  they  should  be  financed  by  general 
tax  revenues  levied  on  all  taxpayers.  This  would  permit  Federal  old-age  insur- 
ance to  become  a  real  insurance  program — with  an  equitable  relationship  be- 
tween the  value  of  a  worker's  expected  benefits  and  tbe  amount  paid  in  by  him 
and  his  employer. 

The  financing  of  more  adequate  welfare  payments  to  the  needy  elderly  from 
general  tax  revenues  rather  than  payroll  tax  receipts  need  not  be  overly  burden- 
some. The  amount  of  the  general  revenue  needed  would  depend  primarily  on 
the  amount  of  the  cost-of-living  increase  and  the  extent  to  which  minimum  bene- 
fits were  raised.  Such  increases  could  be  made  gradually  over  time.  Rough 
estimates  of  possible  programs  for  fiscal  1968  indicate  that  even  with  a  reduction 
in  payroll  tax  rates,  substantially  larger  benefits  could  be  financed  by  one  year's 
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normal  increment  in  total  tax  revenues.  Or,  they  could  be  financed  by  increased 
sales,  excise,  or  income  taxes  not  far  different  from  the  recently  proposed  surtax. 

Dr.  Campbell.  Thank  you. 

The  title  of  my  written  statement  is  the  burden  on  young  workers 
under  social  security.  The  first  point  that  I  want  to  make  is  familiar 
to  at  least  some  members  of  this  committee. 

Under  the  present  tax  rate  and  benefit  schedule  in  the  Federal  old- 
age  insurance  program  the  cost  to  young  workers  of  their  old-age  in- 
surance is  today  considerably  larger  than  the  value  of  their  old-age 
benefits. 

This  has  not  always  been  true.  Even  as  recently  as  1950  if  you  com- 
pute the  value  of  the  accumulated  taxes  that  young  persons  would  pay 
in  and  compare  this  with  the  value  of  the  benefits  that  they  could  ex- 
pect at  reaching  age  65,  they  were  approximately  equal. 

Now  to  illustrate  what  I  am  driving  at,  let  me  take  a  current  example 
and  give  the  figures  as  I  have  computed  them.  Under  the  present  old- 
age  program  a  young  person  who  earns  $6,600  a  year,  which  is  the  max- 
imum base,  will  pay  in  taxes  equal  to  $515  per  year.  This  is  planned  to 
increase  to  $640  per  year  by  1973. 

Assuming  this  young  worker  is  22  years  of  age,  taxes  of  this  amount 
paid  over  a  period  of  43  years  and  accumulated  at  4-percent  interest 
will  be  worth  approximately  $68,000  at  the  time  of  retirement — $27,000 
in  accumulated  taxes  and  $41,000  in  accumulated  interest. 

Now,  if  you  deduct  20  percent  of  this  total  for  survivor's  and  dis- 
ability insurance,  you  are  left  with  a  sum  of  $54,000  for  old-age  insur- 
ance alone. 

Let  us  compare  this  with  the  value  of  the  benefits  that  this  worker  is 
going  to  receive,  assuming  he  has  a  wife  and  has  paid  in  the  maximum. 
The  amount  he  will  be  entitled  to  receive  per  year  under  the  present 
law  is  approximately  $3,000  per  year. 

His  average  life  expectancy  is  14  years  at  age  65.  Such  a  benefit, 
$3,000  per  year  for  14  years,  would  be  worth  approximately  $33,000, 
.assuming  4  percent  interest  on  the  unused  balance. 

This  is  $11,000  less  than  the  value  of  the  tax  lie  has  paid  in.  The 
estimated  cost  to  the  employee,  the  $54,000  that  I  estimated,  assumes 
that  the  half  of  the  tax  on  the  employer  is  a  cost  to  the  employee. 

This  is  a  matter  of  dispute  but  I  believe  that  it  is  reasonable.  Econo- 
mists disagree  on  subjects  of  this  type  but  there  are  many  economists, 
particularly  tax  economists,  who  believe  that  payroll  taxes  on  the  em- 
ployer are  shifted  sooner  or  later  and  almost  entirely  to  the  employee. 

The  reason  for  the  heavy  burden  on  young  Avorkers  is  quite  clear.  It 
is  because  those  who  have  already  retired  have  had  a  bargain.  It  has 
been  estimated  that  those  who  have  already  retired  have  paid  approxi- 
mately 10  percent  of  the  cost  of  their  benefits. 

This  means  that  under  the  independent  old-age  insurance  program 
that  now  exists  young  persons  are  required  to  pay  not  only  the  cost 
of  their  own  old-age  insurance,  but  also  the  bulk  of  the  cost  of  the 
insurance  of  those  who  have  already  retired. 

Now  what  can  be  done  about  this  problem  ? 

This  is  my  second  point :  The  idea  that  I  would  like  to  suggest,  and 
I  hope  it  is  not  too  revolutionary,  is  that  the  payroll  tax  rate  be 
reduced  to  the  point  where  a  young  person  entering  the  system  would 
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receive  full  value  in  return  for  the  taxes  they  and  their  employer  have 
paid  in. 

This  tax  rate — again  this  is  a  rough  estimate — would  be  today  about 
5.4  percent,  2.7  percent  on  the  employed  and  2.7  percent  on  the  em- 
ployee. This  is  assuming  a  maximum  wage  base  of  $6,600  a  year  and  a 
maximum  benefit  of  approximately  $3,000  per  year. 

This  tax  rate  is  considerably  less  than  the  current  combined  rate  for 
old-age  survivor's  and  disability  insurance  of  7.8  percent  and  obviously 
if  the  payroll  tax  rate  is  reduced,  it  will  be  necessary  to  use  general 
revenue  to  pay  for  that  portion  of  the  benefits  that  retired  persons 
are  today  receiving  in  excess  of  what  they  paid  for. 

My  principal  reason  for  suggesting  general  revenue  financing  for 
a  portion  of  the  cost  of  Federal  old-age  insurance  is  to  avoid  over- 
taxing young  workers  for  their  insurance  but,  in  addition,  I  believe 
such  a  change  might  also  be  more  equitable. 

Over  the  years  the  Federal  old-age  insurance  program  has  actually 
become  a  mixture  of  insurance  and  welfare.  I  am  not  objecting  to 
that  but  I  believe  that  the  appropriate  way  to  finance  an  insurance 
program  is  different  from  the  appropriate  way  to  finance  a  welfare 
program. 

For  example,  payroll  taxes  are  a  fair  way  to  finance  old-age  insur- 
ance. Such  taxes  are  in  accordance  with  the  benefits  principle  of 
taxation. 

On  the  other  hand,  payroll  taxes  are  not  the  best  way  to  finance  a 
welfare  program.  For  one  thing,  payroll  taxes  limited  to  a  certain 
level  of  income  are  regressive.  They  also  apply  to  only  wage  earners 
and  their  employers. 

In  conclusion,  I  believe  it  is  important  to  maintain  a  fair  and  reason- 
able relationship  between  the  cost  of  Federal  old-age  insurance  and  the 
value  of  the  benefits  each  contributor  can  expect  to  receive. 

Also,  I  believe  that  this  can  be  accomplished  if  general  revenues 
were  used  to  finance  the  portion  of  the  benefits  that  retired  persons  are 
receiving  over  and  above  what  they  themselves  have  paid  for. 

Thank  you. 

The  Chairman.  Dr.  Campbell,  we  appreciate  very  much  your  com- 
ing to  the  committee.  We  appreciate  your  fine  statement.  Very  frank- 
ly, when  any  witness  before  this  committee  begins  to  suggest  that  we 
start  paying  benefits  out  of  the  general  funds  of  the  Treasury  he  raises 
my  curiosity  beyond  the  point  of  containment. 

How  much  would  it  cost  to  do  what  you  suggest ;  namely,  to  finance 
out  of  the  general  funds  of  the  Treasury  all  the  benefits  paid  to  pres- 
ently retired  beneficiaries  in  excess  of  what  they  themselves  paid  for 
those  benefits  ? 

Dr.  Campbell.  The  first  year  just  to  recoup  the  loss  in  payroll  tax 
revenue,  reducing  it  from  7.9  

The  Chairman.  I  am  not  talking  about  that.  I  mean  your  proposal 
of  figuring  up  how  much  the  person  who  is  now  retired  has  paid — 
how  much  benefit  that  would  buy  him — as  opposed  to  the  amount  we 
would  provide  out  of  the  general  funds  of  the  Treasury  to  help  finance 
his  benefits? 

I  thought  that  is  what  you  were  saying  on  page  4.  Have  you  figured 
out  how  much  that  would  cost  the  first  year?  Let  me  help  you.  It 
will  cost  $20  billion  the  first  year. 
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Dr.  Campbell.  I  am  suggesting  that  you  reduce  the  payroll  tax  

The  Chairman.  I  am  not  suggesting  that  either.  I  am  talking 
about  leaving  the  payroll  tax  exactly  as  it  is  and  looking  back  to  those 
who  have  retired  and  paid  for  their  benefits,  determining  what  we 
pay  them  in  the  way  of  benefits. 

The  difference  between  what  they  have  actually  paid  and  what  we 
have  given  them  in  benefits  is  around  $20  billion  a  year. 

Dr.  Campbell.  That  is  right. 

The  Chairman.  In  the  future  that  would  probably,  as  time  goes 
on,  be  about  half  the  program  cost  throughout  the  future  of  the  pro- 
gram. That  will  have  to  be  paid  for  someway. 

I  don't  knoAv  what  our  deficit  is  for  1968.  It  is  argumentative  right 
now.  Some  people  say  it  could  be  as  much  as  $18  billion.  But  if  we 
began  this  in  fiscal  year  1968  the  deficit  would  then  be  $38  million. 
We  would  have  to  raise  some  income  taxes  from  somebody. 

These  very  people  you  are  concerned  about,  and  I  am  concerned 
about,  are  going  to  pay  income  taxes,  too.  That  would  be  a  rather 
sizable  bite  out  of  the  pocket  of  the  young  workers.  I  am  just  wonder- 
ing. 

I  am  not  arguing  with  you. 

Dr.  Campbell.  To  a  certain  extent  it  would  mean  just  replacing 
payroll  taxes  with  income  taxes  but  these  are  not  exactly  the  same  two 
groups. 

The  Chairman.  I  understand  the  difference  between  them. 

Dr.  Campbell.  I  think  the  gap  between  what  people  have  paid  for 
and  what  they  have  not  paid  for,  unless  the  welfare  aspect  of  the 
program  is  increased  considerably  in  the  future,  is  going  to  diminish. 

The  Chairman.  I  will  check  my  figures.   I  think  I  am  right  on  it. 

I  made  quite  a  point,  myself,  out  of  the  fact  that  those  who  have 
retired  have  qualified  for  benefits  under  very  liberal  eligible  require- 
ments. Some  people  could  retire  with  18  months  of  tax  payment,  pay- 
ing a  very  small  amount,  and  receive  for  the  remainder  of  their  life- 
time a  benefit  which  is  now  at  least  $44  a  month. 

When  you  think  in  terms  of  the  small  amount  they  have  paid  and 
the  large  amounts  that  are  paid  to  them  in  benefits,  I  don't  think  the 
$20  billion  figure  that  has  been  given  me  is  very  far  off. 

Dr.  Campbell.  No  ;  it  is  not. 

The  Chairman.  It  probably  is  correct  and  I  am  concerned,  as  I  said 
earlier,  when  anybody  suggests  that  the  way  to  equate  the  situation 
is  to  dip  into  the  general  funds  of  the  Treasury. 

I  just  wanted  you  to  know  that  we  on  this  committee  have  a  re- 
sponsibility in  the  raising  of  money  for  the  general  fund,  too.  It 
sometimes  is  a  rather  burdensome  responsibility. 

Now  I  had  one  or  two  other  questions  for  the  record  primarily.  On 
page  1  of  your  statement,  paragraph  3,  you  refer  to  deducting  20  per- 
cent for  the  cost  of  disability  and  survivor's  insurance. 

What  I  want  to  know  is  where  do  you  get  this  figure  of  20  percent  ? 
I  have  heard  some  people  say  that  it  is  low,  that  the  disability  benefits 
are  financed  by  7.2  percent  of  the  total  raised  and  then  we  are  told 
that  the  survivor  benefits  represent  another  21.1  percent  of  the  total 
rate,  which  comes  out  to  a  figure  of  28.3  percent,  which  is  in  the  tax, 
not  for  purposes  of  retirement  but  for  some  other  purpose,  you  see. 

I  wondered  where  you  got  the  figure  of  20  percent. 
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Dr.  Campbell.  This  particular  figure  comes  from  a  study  by  Mr. 
Kay  Peterson  of  Equitable  Life.  I  think  it  may  be  a  little  low 
although  I  was  surprised  to  hear  

The  Chairman.  The  actuary  of  the  Department,  I  think,  would 
tell  us  that  about  28.3  percent  of  the  tax  is  used  for  purposes  of  paying 
disability  and  survivor  benefits. 

Dr.  Campbell.  The  20-percent  estimate  may  be  a  little  low. 

The  Chairman.  Actually,  I  thought  it  would  be  more  than  28.3 
percent. 

Dr.  Campbell.  I  would  not  think  that. 

The  Chairman.  In  the  last  paragraph  on  that  same  page,  you  quote 
some  actuarial  figures  on  the  values  of  OSDI  benefits.  I  am  not  argu- 
ing because  I  am  concerned  about  this  point,  just  as  you  are. 

I  want  to  know  what  we  are  paying  for  and  what  we  get  in  this  or 
any  other  program.  Does  your  figure  of  $33,000  assume  that  both  the 
husband,  and  wife  live  for  exactly  14  years  and  then  die  simul- 
taneously ? 

Dr.  Campbell.  Yes,  this  is  true.  This  is  an  oversimplification  be- 
cause women  tend  to  live  a  little  bit  longer  than  14  years  and  men 
tend  to  live  a  little  less  than  14  years. 

The  Chairman.  There  would  be  more  received  under  that  circum- 
stance than  if  they  died  simultaneously  ? 

Dr.  Campbell.  Yes.  Even  if  you  make  allowances  for  the  differ- 
ence in  age  it  will  be  close  to  that  figure,  $33,000. 

The  Chairman.  If  we  assume,  and  I  think  the  burden  of  your 
point  is  this,  if  we  assume  that  the  benefits  that  we  would  have  under 
the  bill,  H.R.  5710,  remained  constant,  did  not  rise  in  the  future  for 
any  reason,  then  you  would  question  whether  or  not  the  person  enter- 
ing the  labor  market,  receiving  those  benefits  upon  retirement,  paying 
taxes  for  44  years,  would  actually  get  his  money  back. 

That  is  the  burden  of  your  statement  as  I  understand  it. 

Dr.  Campbell.  Yes. 

The  Chairman.  It  is  a  matter  we  are  all  concerned  with,  that  we 
all  want  to  look  into  because  we  not  only  represent  the  people  over  65 
but  we  represent  those  who  are  under  65  and  all  ages. 

Now,  there  is  another  point  you  made.  I  want  to  ask  you  about 
that.  You  said  you  predicated  a  lot  of  your  computations  on  the 
argument  that  payroll  taxes  on  an  employer  are  soon  shifted  to  their 
employees. 

Now  there  are  some  competent  authorities  that  I  have  read  who 
maintain  that  in  whole  or  in  part  the  employer  absorbs  some  of  the 
tax  out  of  his  profits ;  two,  the  employer  passes  some  on  to  the  public 
in  the  form  of  higher  prices  and ;  three,  part  of  the  employer's  cost  is 
borne  by  the  general  fund  since  the  social  security  tax  levied  against 
the  business  is  deductible  for  purposes  of  income  tax. 

Don't  all  of  these  factors,  the  one  you  mention  and  the  other  three, 
all  figure  in  the  situation  in  varying  degrees,  depending  on  the  busi- 
ness, itself  ? 

You  and,  I  know,  I  am  sure  you  know  more  about  it  than  I  do,  in 
your  field  of  economics,  that  if  a  businessman  can  pass  on  all  costs  to 
the  purchaser  of  the  commodity  he  produces  he  is  going  to  do  it,  is  he 
not,  if  he  is  a  good  businessman  ? 
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A  small  businessman  can't  do  it  as  well  but  I  say  to  the  extent  that 
any  man  can  pass  this  cost  on  he  will  do  it. 

I  remember  some  years  ago  when  I  first  came  on  the  committee 
one  of  our  very  good  friends,  the  distinguished  Member  from  New 
York,  Mr.  Daniel  A.  Reed,  used  to  tell  me  that  the  corporate  tax  levied 
against  a  corporation  was  passed  on  and  became  a  part  of  the  price 
of  the  goods  or  services  produced. 

I  was  naive  enough  to  believe  that  it  could  not  be  done.  I  used  to 
wonder  about  it.  Every  time  we  had  a  suggestion  in  World  War  II, 
of  increasing  the  corporate  tax  rate,  he  would  call  our  attention  in  the 
executive  session  of  the  committee  that  we  were  going  counter  to  an- 
other policy  of  Government,  namely,  that  prices  not  rise,  that  these 
taxes  had  to  be  passed  on  some  way.  And  apparently  they  were  be- 
cause we  had  considerable  price  increases  in  World  War  II  as  you 
remember. 

My  point  is  this :  Not  only  is  there  the  factor  you  mentioned  but  I 
think  these  three  that  I  mentioned,  too,  are  utilized  to  the  extent  that 
they  can  be  utilized  because  somewhere  these  additional  costs  have  to 
find  an  outlet  if  the  businessman  is  to  remain  in  business. 

Would  you  agree  with  that  ? 

Dr.  Campbell.  I  would  certainly  agree  that  the  tax  can  be  a  burden 
to  the  employer  in  the  short  run.  I  think  this  tends  to  weaken,  given 
a  longer  period.  Also,  I  would  agree  that  just  how  this  tax  is  shifted 
depends  a  lot  on  competitive  conditions. 

If  conditions  are  competitive  the  tax  will  not  be  borne  by  the  em- 
ployer but  will  be  shifted.  I  happen  to  think  the  economy  is  quite 
competitive.  This  is  one  reason  why  I  think  the  tax  is  shifted  the  way 
I  have  assumed. 

The  Chairman.  You  mean  the  consumer  when  you  say  the  em- 
ployer ? 

Dr.  Campbell.  Neither  the  employer  nor  the  consumer  pays  the  tax. 
The  wage  earners  pays. 

The  Chairman.  How  does  this  shift  to  him  ?  I  don't  quite  under- 
stand that. 

Dr.  Campbell.  In  my  opinion,  if  you  levy  a  payroll  tax  this  will  in- 
crease the  labor  cost  of  the  business  firm. 

The  Chairman.  I  know,  but  the  employee  is  not  paying  that. 

Dr.  Campbell.  This  is  the  tax  on  the  employer  but  it  is  a  tax  on 
hiring  labor  and  it  is  part  of  his  labor  cost.  If  you  increase  the  labor 
cost  of  the  business  firm  through  raising  taxes,  it  seems  to  me  it  is  going 
to  reduce  the  demand  of  the  business  firm  for  labor. 

Particularly  if  this  spreads  throughout  the  entire  economy,  this  tax 
is  levied  on  almost  all  employees,  this  will  reduce  the  demand  for  labor 
and  if  it  reduces  the  demand  for  labor  it  will  reduce  the  money  wage 
rate. 

The  Chairman.  I  do  not  quite  follow  that.  I  always  thought  that  if 
a  man  could  sell  something  for  profit  and  he  did  not  have  enough  em- 
ployees but  there  were  employees  somewhere  else  that  he  got  into  the 
competitive  situation.  He  bids  for  the  other  man's  employees  to  the 
extent  that  he  can  continue  to  make  a  profit  out  of  employing  them. 

Am  I  off  on  that? 

Dr.  Campbell.  I  am  not  sure  I  got  the  point. 
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The  Chairman.  I  am  saying  that  if  a  man  can  continue  to  make  a 
profit  out  of  production  of  what  it  is  he  sells  and  he  does  not  have 
enough  employees  to  produce  what  he  sells,  he  bids  for  somebody  else's 
employees. 

It  is  not  a  static  situation.  You  cannot  generalize  in  respect  to 
wages,  how  the  economy  operates.  To  say  that  this  penalizes  the 
employee  is  something  I  do  not  follow. 

It  might  in  some  instances  but  I  don't  think  we  can  generalize  again 
and  say  it  does  in  all  instances. 

Dr.  Campbell.  I  would  say  so. 

The  Chairman.  You  think  it  does  ? 

Dr.  Campbell.  I  think  it  does. 

The  Chairman.  I  will  have  to  go  back  and  refresh  my  recollection 
of  economics. 

Mr.  Schneebeli.  In  the  event  the  employer  was  not  obligated  to  pay 
this  additional  5  percent,  what  would  happen  to  that  5  percent,  accord- 
ing to  your  theory,  in  case  he  did  not  have  to  pay  this  amount  ? 

Dr.  Campbell.  You  mean  you  remove  the  payroll  tax  ? 

Mr.  Schneebeli.  Yes,  to  the  employer.  What  would  happen  to  that 
5  percent?  Would  the  employee  demand  it  as  additional  compen- 
sation ? 

Dr.  Campbell.  It  would  reduce  the  cost  of  hiring  labor,  because 
there  would  no  longer  be  a  tax  on  hiring  labor.  This  would  increase 
the  demand  for  labor  and  tend  to  raise  wages. 

Mr.  Schneebeli.  It  would  go  back  to  the  employee. 

The  Chairman.  Mr.  Schneebeli,  you  can't  generalize  about  a  situa- 
tion. You  ask  an  employer,  he  might  say  if  he  didn't  have  to  pay 
this  tax  he  would  increase  the  wages  of  the  employees.  I  as  another 
employer  might  say  no,  I  might  reduce  the  price  of  my  merchandise 
to  become  more  competitive. 

Then,  again,  I  might  have  second  thoughts.  My  board  of  directors 
might  say  to  me  you  are  only  making  us  3  percent,  why  don't  you 
make  it  4? 

So  I  would  just  hold  it  to  satisfy  them. 

Mr.  Schneebeli.  That  is  what  I  asked  about  this  theory.  I  don't 
know  what  will  happen  to  that  5  percent.  It  will  not  all  go  into  one 
area,  would  it? 

Dr.  Campbell.  It  will  scatter  around.    I  think  eventually  it  will 
hit  money  wages  due  to  the  effect  on  the  demand  for  labor. 
Mr.  Byrnes.  Can  I  get  into  this  ? 
The  Chairman.  All  right,  Mr.  Byrnes. 

Mr.  Byrnes.  I  would  like  to  suggest  that  the  collective  bargaining 
process  is  the  important  factor  in  this  process.  Although  we  have 
called  this  a  payroll  tax  assessed  on  the  wages  of  an  individual  em- 
ployee, in  the  collective  bargaining  process  this  is  certainly  considered 
by  an  employer  as  part  of  his  labor  costs.  Since  this  bears  on  the  true 
level  of  the  employer's  labor  costs,  increased  payroll  taxes  diminish 
the  amount  of  costs  that  can  be  paid  as  direct  wage  increases. 

The  Chairman.  Yes,  but  I  call  your  attention,  Mr.  Byrnes,  to  the 
fact  that  collective  bargaining  is  for  the  benefit  of  union  members  but 
we  have  better  than  72  million  people  working  in  the  United  States. 

I  don't  know  what  would  happen  to  them. 
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Mr.  Byrnes.  I  think  that  union  bargaining  provides  some  benefits 
to  nonunion  workers  in  comparable  plants.  One  point  the  doctor 
didn't  mention  is  that  from  the  beginning  this  tax  was  advanced  as  a 
tax  on  the  employer  for  the  benefit  of  the  individual  employee. 

In  a  sense,  it  was  thought  of  as  contributions  for  the  employee  by  the 
employer  and  himself.  That  was  the  original  concept  of  the  social 
security  system. 

It  was  only  recently — within  the  last  5  or  6  years  as  I  recall — that 
HEW  informed  the  committee  in  executive  session  that  "We  have 
changed  our  whole  concept  on  this  and  the  employer  tax  is  simply  a  tax 
that  goes  into  the  pool  and  makes  the  whole  system  work  and  has  no 
relationship  to  the  individual  employee/' 

I  think  the  morass  we  are  in  now  is  partly  the  result  of  the  shifting 
attitude  toward  the  employer  tax. 

(The  following  letter  was  received  by  the  committee:) 

The  Under  Secretary  of  Health,  Education,  and  Welfare, 

Washington,  D.C.,  April  6, 1967. 

Hon.  Wilbur  D.  Mills, 
House  of  Representatives, 
Washington,  D.C. 

Dear  Wilbur:  I  understand  that  in  the  hearings  on  March  21  Congressman 
Byrnes  remarked  that  in  an  appearance  before  the  Committee  on  Ways  and 
Means  in  executive  session  sometime  during  the  last  five  or  six  years  the  Depart- 
ment of  Health,  Education,  and  Welfare  testified  that  it  had  changed  its  views 
on  the  nature  of  the  employer  contribution  to  the  social  security  system.  He  in- 
clieatocl  Ont  'die  I  f.rtment  had  testified  that  it  no  longer  held  the  view  that  an 
employer's  contributions  on  an  employee's  wages  were  for  the  benefit  of  that 
particular  employee,  but  rather  believed  that  the  employer's  contributions  should 
properly  be  regarded  as  a  contribution  to  the  system  as  a  whole.  To  my  knowl- 
edge the  Department  has  never  held  the  view  tnat  Congressman  Byrnes  believes 
it  once  held,  and  has  never  testified  that  it  held  that  view. 

It  is  true,  of  course,  that  there  was  not  much  discussion  on  this  point  until 
recent  years,  when  the  contribution  rates  began  to  rise.  But  the  position  that 
Congressman  Byrnes  ascribes  to  us  as  a  recent  one  was  expressed  before  the 
Committee  on  Ways  and  Means  as  early  as  1949.  In  March  of  that  year  Mr. 
Altmeyer,  then  Commissioner  for  Social  Security,  testified  before  the  Commit- 
tee that  "the  employer's  contribution  is  not  earmarked  under  the  present  law  or 
under  the  proposed  law  for  the  benefit  of  any  particular  employees."  (See  page 
1206  in  Part  2  of  the  hearings  on  H.R.  2893. ) 

Shortly  thereafter,  in  material  submitted  for  the  record  relating  to  the  Task 
Force  Report  on  Public  Welfare  prepared  by  the  Brookings  Institution  for  the 
Hoover  Commission,  Mr.  Altmeyer  elaborated  on  the  point.  Concerning  conflict- 
ing statements  made  in  the  Task  Force  Report 1  Mr.  Altmeyer  said  : 

"These  statements  illustrate  two  extreme  interpretations  of  the  employer  tax, 
which  reveal  the  report's  failure  to  understand  the  nature  of  contributory  social 
insurance.  In  the  first,  the  employer  tax  is  regarded  like  a  private  insurance 
premium,  segregated  solely  for  the  benefit  of  the  employer's  own  employees. 
In  the  second,  it  is  regarded  as  a  general  tax,  not  as  a  social  insurance 
contribution. 

"Between  these  two  extremes  lies  the  true  interpretation  of  the  employer  tax 
as  a  social  insurance  contribution  for  the  benefit  of  all  covered  employees  as 
a  group.  The  employer  tax  need  not  be  either  a  private  insurance  premium  or 
a  tax  for  general  governmental  purposes ;  it  may  be,  and  is,  an  arrangement 
halfway  between  these  two  extremes.  It  is  a  social  insurance  premium  (or  a 
benefit  tax)  for  the  benefit  of  all  covered  employees. 


1  The  Task  Force  Report  said,  in  part,  "Benefits  are  now  being  paid  to  many  who  *  *  * 
are  not  in  need  now.  Neither  they  nor  their  employers  on  their  account  contributed  more 
than  a  small  fraction  of  the  cost  of  these  benefits"  ;  and  "The  payroll  tax  on  employers  is 
thus  much  more  a  general  tax  earmarked  for  a  particular  purpose  than  it  is  a  contribution 
to  pay  each  employer's  share  of  the  cost  of  retiring  his  own  employees." 
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"The  true  nature  of  the  employer  tax  was  explained  in  the  reports  of  the 
congressional  committees  on  the  1939  amendments  (House  Report  No.  728, 
p.  14;  Senate  Report  No.  734,  p.  15)  :  'It  has  been  possible  to  incorporate  in  the 
system  both  these  aspects  of  security  (individual  equity  and  social  adequacy) 
by  utilizing  a  larger  proportion  of  employers'  contributions  to  pay  benefits  to 
those  retiring  in  the  early  years  and  to  low  wage-earners.'  "  (See  pages  1333- 
1334  in  Part  2  of  the  hearings  on  H.R.  2893. ) 

I  am  sure  you  are  aware  of  all  of  this — particularly  of  the  Committee's  own 
views  as  expressed  in  its  report  on  the  1939  amendments — but  I  thought  you 
might  like  to  have  the  information  in  order  to  set  the  record  straight. 
Sincerely  yours, 

Wilbur  J.  Cohen, 

Under  Secretary. 

The  Chairman.  The  reason  I  asked  the  question  on  this  point  is  that 
one  of  our  witnesses  this  morning — -Mr.  Henkel,  representing  the  Coun- 
cil of  State  Chambers  of  Commerce — posed  the  question  for  us  in  his 
written  statement.  He  said : 

We  wish  to  mention  the  restraints  urged  upon  business  and  industry  to  hold 
prices  steady  and  the  long-existing  cost-price  squeeze  that  has  been  accented  in 
fourth  quarter  1966  business  reports. 

We  then  pose  the  question,  "Who  will  bear  the  increased  employer  social  secur- 
ity tax  cost?"  As  far  as  we  can  determine  we  believe  that  it  will  most  likely  be 
borne  by  the  employer  in  the  form  of  reduced  earnings. 

We  would  hasten  to  add  that  reduced  earnings  are  not  an  inducement  to  busi- 
ness expansion  and  creation  of  jobs. 

Is  it  in  that  sense  that  you  are  referring  to  this  matter  of  passing 
payroll  taxes  from  employers,  shifting  them  to  their  employees  ? 

Dr.  Campbell.  No,  because  he  is  leaving  the  burden  of  that  tax  on 
the  employer — reducing  his  earnings.  I  would  agree  that  this  could 
happen.  This  is  the  immediate  impact  of  the  tax.  I  think  after  a 
period  of  time  the  tax  is  shifted  and  the  employer  does  not  bear  it  in 
lower  earnings. 

The  Chairman.  Mr.  Watts? 

Mr.  Watts.  Mr.  Chairman,  I  have  been  asked  by  a  distinguished 
member  of  this  committee  who  is  not  present  here  today  to  ask  some 
questions  that  have  been  furnished  to  me. 

The  Chairman.  Do  you  wish  to  ask  a  question  on  this  point  ? 

Mr.  Con  able.  On  this  point,  I  think  the  doctor  is  stating  that  any- 
thing that  increases  the  cost  of  labor  reduces  the  demand  for  labor. 

If  the  demand  is  reduced  then  labor  is  going  to  pay  for  it  in  the 
end  because  labor  is  subject  to  the  law  of  supply  and  demand  just  as 
commodities  are,  within  certain  1  imits.  Isn't  that  correct  ? 

Dr.  Campbell.  Exactly. 

Mrs.  Griffiths.  On  that  point  may  I  ask  a  question  ? 

With  respect  to  the  bracero  problem  last  year,  this  question  wyas 
raised,  that  if  you  get  some  braceros  you  are  going  to  increase  the  cost 
of  labor  and  you  will  reduce  the  demand. 

Now,  that  is  exactly  what  happened.  You  did  increase  the  cost  of 
labor;  therefore,  they  invented  more  machines  and  harvested  more 
items.  But  the  point  of  it  was  that  labor  did  not  bear  it  because  there 
were  more  people  hired  in  Milwaukee  and  Detroit  than  there  were 
before  they  made  the  machines. 

Secondly,  you  are  actually  producing  the  item  at  a  lower  cost  than 
you  did  before.  The  testimony  that  we  have  had  in  this  hearing  is 
that  in  spite  of  the  fact  you  have  increased  the  cost  of  labor,  maybe 
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in  some  places  you  have  increased  the  demand  but  the  demand  has 
increased  in  other  areas. 

There  are  more  than  250,000  unfilled  jobs  in  hospitals.  So  the  theory 
may  have  worked  in  a  small  economy  in  a  small  world  but  it  is  not 
going  to  work  in  this  world.  It  is  a  different  world. 

As  you  see  it  go  down  over  here,  it  comes  up  over  here. 

The  Chairman.  Let  me  caution  you  not  to  argue  with  Mrs. 
Griffiths. 

Dr.  Campbell.  I  am  really  not  acquainted  with  the  bracero  problem. 
What  was  the  reason  for  the  increased  cost  of  the  bracero  labor  ? 

Mrs.  Griffiths.  You  are  going  to  hire  Americans  to  do  stoop 
labor — things  like  pick  tomatoes.  They  were  going  to  really  charge 
you. 

It  is  true  they  did  have  to  pay  them  more  if  you  had  Americans 
picking  potatoes.  But  the  answer  was  that  they  invented  more  ma- 
chines to  pick  tomatoes  and  today  almost  all  tomatoes  in  California 
are  picked  by  machine. 

So  you  are  cutting  out  that  labor  but  you  increase  the  labor  to  make 
the  machine  and  furthermore  you  have  lowered  the  labor  cost  per 
item — per  bushel  of  tomatoes. 

Dr.  Campbell.  That  is  all  right. 

The  Chairman.  I  ask  unanimous  consent  that  Mr.  Watts  may  be 
recognized  without  interruption. 

Mr.  Watts.  The  first  question :  If  social  security  is  financed  in  part 
by  general  tax  revenues,  won't  there  be  greater  pressure,  larger  bene- 
fits of  all  kinds  than  in  the  present  independent  system  financed  by 
payroll  taxes  ? 

Dr.  Campbell.  I  am  not  really  sure.  Some  people  take  this  posi- 
tion and  I  think  it  is  an  interesting  question.  It  seems  to  me  the  limit 
to  increasing  benefits  is  always  the  need  to  increase  taxes,  whether  it 
is  personal  income  taxes,  the  corporate  taxes,  or  payroll  taxes. 

I  am  not  sure  that  the  limitation  imposed  by  getting  funds  from 
general  revenue  is  any  weaker  than  the  limitation  imposed  by  getting 
funds  from  payroll  taxes.  Although  I  don't  know  what  the  answer 
is,  I  think  the  difference  is  not  particularly  great. 

Mr.  Watts.  The  second  question :  Won't  benefits  for  young  persons 
actually  be  increased  in  the  future  much  more  than  the  scheduled 
increases  in  the  current  law  or  proposed  law  so  that  they  really  come 
out  all  right  ? 

I  assume  the  purpose  of  that  question  was  to  show  that  the  increases 
will  be  granted  later  on  to  the  ones  bearing  the  burden  now  and  the 
burden  will  be  passed  on  below ;  is  that  correct  ? 

Dr.  Campbell.  Yes ;  this  is  a  difficult  problem  in  making  estimates 
of  the  kind  I  have  made  because  you  can  probably  expect  increased 
benefits  in  the  future. 

On  the  other  hand,  in  making  estimates  of  the  kind  I  have  made, 
you  have  to  go  by  the  Social  Security  Act  as  it  now  exists.  We  know 
that  benefits  are  planned  to  increase  over  the  next  few  years  but  they 
are  expected  to  reach  a  maximum  level.  Under  the  present  law  they 
will  reach  a  level  of  approximately  $3,000  for  a  man  and  wife,  and 
there  are  no  further  increases  in  benefits  planned. 

On  the  other  hand,  I  agree  it  would  be  better  if  we  could  make 
estimates  assuming  that  benefits  would  be  increased  in  the  future.  . 
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Mr.  Watts.  It  would  be  a  safe  assumption,  to  get  away  from  the 
questions  written  out  here,  that  if  the  cost  of  living  continues  to  go 
up,  wages  continue  to  go  up  and  of  necessity  social  security  is  bound 
to  go  up  after  them  ? 

Dr.  Campbell.  That  is  right. 

Mr.  Watts.  The  third  question :  The  case  you  have  cited  refers  to 
a  worker  making  $6,600  or  more  per  year  over  his  lifetime.  Benefits 
are  weighted  in  favor  of  low-income  persons.  Don't  persons  with 
lower  incomes  do  better  than  the  case  you  have  presented  ? 

Dr.  Campbell.  Yes,  they  do.  This  is  because  for  persons  who  earn 
less  than  the  maximum  $6,600,  their  benefits  are  not  reduced  as  much 
as  the  taxes  they  pay  in. 

Nevertheless,  according  to  the  estimates  I  have  made,  even  these 
workers,  at  least  going  down  to  those  whose  wage  base  is  $3,300,  half 
of  the  maximum,  are  going  to  pay  in  more  than  the  cost  of  their  bene- 
fits. 

Mr.  Watts.  The  fourth  question :  Over  the  years  the  Federal  old-age 
insurance  system  has  developed  into  a  welfare  program.  It  really 
isn't  an  insurance  system.  Should  we  not  recognize  it  for  what  it  is 
and  not  try  to  make  it  into  a  bona  fide  insurance  program  ? 

Dr.  Campbell.  My  whole  point  is  that  we  should  recognize  that  it  is 
both  a  welfare  and  an  insurance  system  but  what  I  feel  needs  greater 
emphasis  than  it  has  been  getting  in  the  past  is  the  insurance  aspect, 
sometimes  referred  to  as  the  equity  aspect  of  the  program. 

Mr.  Watts.  The  fifth  question:  Wliat  about  the  proposal  in  H.R. 
5710  to  tax  social  security  benefits  under  the  personal  income  tax  laws  ? 

Dr.  Campbell.  I  think  it  would  be  a  good  idea  to  tax  social  security 
benefits  under  the  personal  income  tax  law.  The  people  who  are  re- 
tired today  and  have  fairly  large  incomes  get  a  pretty  good  deal  from 
this  exemption  of  social  security  benefits  from  the  personal  income  tax. 

This  is  tax-free  income  and  it  is  worth  more  than  its  normal  amount. 
If  a  person  is  in  the  50-percent  tax  bracket  and  gets  a  social  security 
benefit  of  $1,000  a  year,  this  is  worth  twice  as  much  or  $2,000. 

Also  if  you  take  into  consideration  the  fact  that  people  who  are 
today  getting  social  security  benefits  haven't  really  paid  for  them,  it 
seems  like  almost  too  good  a  deal. 

So,  I  would  be  in  favor  of  taxing  social  security  pensions  as  regular 
income. 

I  also  would  be  in  favor  of  taxing  social  security  pensions  in  the 
same  way  you  tax  private  pensions.  In  other  words,  you  would  not  tax 
the  return  of  principle.  But  that  is  a  refinement  that  can  be  taken  care 
of  in  the  future. 

Mr.  Watts.  Question  No.  6:  How  does  the  cost  of  social  security 
benefits  compare  with  the  cost  coverage  by  private  insurance  com- 
panies ? 

Dr.  Campbell.  The  cost  as  I  have  estimated  here  under  social  se- 
curity is  a  good  deal  less  than  in  a  private  insurance  company.  The 
reason  for  this  is  that  I  have  assumed  an  average  life  expectancy  of  14 
years  whereas  if  you  take  a  private  insurance  company  they  are  not 
going  to  get  people  coming  in  to  buy  annuity  at  age  65,  whose  life  ex- 
pectancy is  as  litle  as  14  years. 
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So  they  can't  sell  insurance  on  the  basis  of  life  expectancy  of  14  years. 

Mr.  Watts.  Would  they  have  to  sell  it  on  a  longer  basis  ? 

Dr.  Campbell.  On  a  longer  basis  which  makes  it  more  expensive. 

Mr.  Watts.  How  will  the  proposals  in  H.K.  5710  affect  the  young 
workers?  I  think  you  answered  that  pretty  carefully  in  your  state- 
ment. 

Dr.  Campbell.  Yes. 

Mr.  Watts.  Question  No.  8 :  Should  not  tax  rates  as  well  as  bene- 
fits increase  as  the  cost  of  living  rises  ? 

Dr.  Campbell.  We  talked  about  this,  too.  I  do  think  that  it  would 
be  realistic  to  have  a  social  security  program  in  which  benefits  rose. 
Actually,  not  just  with  the  increase  in  the  cost  of  living  but  I  think 
ideally  it  would  be  a  good  idea  to  have  benefits  rise  with  median  in- 
comes so  that  the  incomes  of  the  older  people  are  kept  in  the  same  rela- 
tionship with  the  incomes  of  other  people. 

In  other  words,  if  incomes  generally  are  going  up  5  percent  a  year, 
unless  the  benefits  of  old-age  people  go  up  5  percent,  they  are  really 
losing  out. 

Mr.  Watts.  Why  are  your  estimates  of  cost  of  old-age  insurance 
to  workers  higher  than  those  of  the  Social  Security  Administration? 

Dr.  Campbell.  I  have  talked  about  this,  too.  The  reason  is  that  the 
estimates  of  the  Social  Security  Administration  do  not  include  the 
tax  on  the  employer  in  their  estimate  of  the  cost  to  the  employer. 

Mr.  Watts.  Should  we  not  be  more  concerned  about  what  happens 
to  the  poor  than  what  happens  to  the  person  paying  the  maximum? 

Dr.  Campbell.  I  think  I  have  answered  that  question.  Persons 
with  income  lower  than  the  maximum,  get  a  better  deal  but  they  still 
pay  taxes  that  are  greater  than  the  cost  of  the  benefits  they  receive. 

Mr.  Watts.  I  presume  welfare  in  the  program  is  in  that  end  of  it; 
is  that  correct  ? 

Dr.  Campbell.  Yes. 

Mr.  Watts.  The  last  question :  Why  do  you  assume  that  half  the 
payroll  tax  paid  by  the  employer  is  a  cost  to  the  employee?  You 
went  into  that  very  thoroughly. 

Mr.  Chairman.  If  I  understood  your  observation,  you  thought  that 
the  employer  figured  labor  was  going  to  cost  so  much  and  this  tax 
was  part  of  his  cost  and  if  he  didn't  have  to  pay  the  tax  he  would 
probably  pav  it  to  his  employees. 

Is  that  right? 

Dr.  Campbell.  That  is  right. 
Mr.  Watts.  That  is  all  I  have. 

The  Chairman.  Are  there  any  further  questions  of  Dr.  Campbell  ? 

Mr.  Byrnes.  I  would  like  to  make  one  comment  on  the  cost  of  fund- 
ing through  general  revenues  as  it  bears  on  current  benefits  that  ex- 
ceed in  value  the  contribution  of  the  individual  beneficiaries  and  their 
employers. 

I  think  we  concluded  that  the  excess  is  nearly  $20  billion  a  year. 
This  illustrates  that  some  of  the  arguments  advanced  about  current 
benefits  having  been  fully  paid  for  and  some  of  the  suggestions  about 
payment  as  a  "matter  of  right"  are  not  based  on  a  full  understanding 
of  how  the  system  works. 
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I  think  you  have  pointed  out  that  we  are  moving  towards  an  over- 
emphasis of  the  social  aspects  of  the  system  and  downgrading  of  the 
insurance  character  of  the  system. 

We  have  to  be  careful  that  we  don't  turn  the  program  into  a  wel- 
fare system  completely  undermining  the  insurance  basis  of  the  system 
contrary  to  the  understanding  and  expectations  of  our  people. 

The  Chairman.  Thank  you  again,  Dr.  Campbell. 

Dr.  Campbell.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Our  next  witness  is  Dr.  Carl  H.  Fischer,  Graduate 
School  of  Business  Administration,  University  of  Michigan. 
Come  forward,  please,  Dr.  Fischer. 

Dr.  Fischer,  we  are  pleased  to  have  you  with  us.  If  I  have  not  suffi- 
ciently identified  you  for  the  record,  I  wish  you  would  do  so. 

STATEMENT  OF  DR.  CARL  H.  FISCHER,  GRADUATE  SCHOOL  OP 
BUSINESS  ADMINISTRATION,  UNIVERSITY  OF  MICHIGAN 

Dr.  Fischer.  My  name  is  Carl  H,  Fischer.  I  am  professor  of  insur- 
ance and  actuarial  mathematics  in  the  University  of  Michigan  where 
I  have  been  a  member  of  the  faculty  since  1941.  I  received  a  Ph.  D.  in 
mathematics  from  the  University  of  Iowa  in  1932.  I  am  a  member  of 
the  American  Academy  of  Actuaries,  a  fellow  of  the  Society  of  Ac- 
tuaries, an  associate  of  the  Institute  of  Actuaries  of  Great  Britain,  an 
associate  of  the  Conference  of  Actuaries  in  Public  Practice,  and  a 
member  of  the  Fraternal  Actuarial  Association.  In  1957-58  I  served 
as  a  member  of  the  advisory  council  on  social  security  financing.  In 
1960-61 1  was  the  chairman  of  the  Study  Committee  of  the  University 
of  Michigan  which  reported  to  the  Committee  on  Armed  Services  of 
the  U.S.  Senate  on  the  assigned  topic:  "A  Study  of  the  Mili- 
tary Ketired  Pay  System  and  Certain  Related  Subjects."  This  report 
was  published  by  the  Committee  on  Armed  Services  on  July  6,  1961, 
and  printed  by  the  U.S.  Government  Printing  Office.  I  have  been  a 
consultant  on  Government  pensions  and  social  security  to  the  Republic 
of  the  Philippines  in  1956  and  1962.  I  have  also  served  the  States  of 
Michigan,  Indiana,  and  North  Dakota,  several  municipalities,  and  a 
number  of  corporations  as  a  consulting  actuary  on  pensions.  I  have 
taught  a  graduate  course  in  pensions  and  social  security  since  1947.  I 
am  the  joint  author  of  three  textbooks  and  have  published  some  35 
articles  on  mathematics,  statistics,  demography,  insurance,  pensions, 
and  social  security. 

I.  INTRODUCTION 

I  propose  to  discuss  only  the  premedicare  provisions  of  social  se- 
curity. Old  age,  survivors,  and  disability  insurance,  O ASDI,  is  a  form 
of  social  insurance  and  is  thus  a  combination  of  welfare  and  insurance 
principles.  When  the  first  act  was  passed  in  1935,  the  system,  then 
only  an  old-age  pension  plan,  was  based  largely  on  insurance  princi- 
ples,, foremost  among  which  is  the  notion  of  individual  equity.  Soon 
thereafter  it  was  felt  that  immediate  benefit  payments  to  the  aged  were 
needed.  The  original  act  would  have  provided  substantial  pension 
payments  only  after  a  considerable  period  of  time  had  elapsed  during 
which  contributions  would  have  built  up  funds  out  of  which  benefits 
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were  to  have  been  paid.  Of  course  welfare  payments  could  have  been 
made  immediately  to  the  needy  aged,  but  is  was  chosen  instead  to  make 
payments  from  the  social  security  system  as  a  "mater  of  right."  In 
addition,  survivor  benefits  were  added  to  the  system.  Thus,  the  design 
of  the  plan  was  altered,  substituting  "social  adequacy"  for  individual 
equity  as  the  guiding  principle.  In  brief,  the  total  old  age  benefits, 
payable  to  all  as  a  matter  of  right,  regardless  of  the  length  of  time 
during  which  taxes  have  been  paid  are  financed  in  the  aggregate  by 
the  taxes,  at  a  uniform  rate,  on  all  working  participants  and  their  em- 
ployers regardless  of  the  current  age  of  the  employee,  or  his  age  at 
entry  into  the  system.  The  tax  is  set  at  a  level  such  that  the  total  an- 
nual benefits  and  administrative  expenditures  equal,  approximately, 
the  total  annual  taxes  received  plus  the  interest  on  the  trust  fund. 
This  fund  is  not  an  actuarial  reserve  fund  but  is  merely  a  buffer  fund 
to  adjust  for  the  yearly  fluctuations  which  tend  to  occur  in  income  and 
expenditures. 


II.  INDIVIDUAL  EQUITY  IN  THE  TWO  TYPES  OF  BENEFITS 


The  nonmedicare  OASDI  program  provided  two  basically  different 
types  of  benefits : 

One.  Current  benefits  for  the  contingencies  of  death  and  total  disa- 
bility to  which  all  members  are  exposed  but  which  occur  to  a  relative 
few.  These  hazards  are  proper  subjects  for  insurance  financed  by  an- 
nual term  premiums.  The  nonmedicare  social  security  tax,  (FICA 
tax),  might  be  thought  of  as  divided  into  two  portions,  one  of  which 
might  be  considered  as  analogous  to  a  premium  for  group  life  and 
disability  insurance. 

Two.  Long-term  accumulations  for  retirement  benefits.  Retire- 
ment is  not  a  contingency  which  can  occur  unexpectedly  to  anyone  at 
any  time  but  is  an  event  which  can  normally  be  anticipated.  ( It  is  true 
that  not  everyone  will  reach  retirement  age,  but  the  great  majority 
will.  For  example,  according  to  the  "U.S.  Life  Tables  1959-61,"  74 
percent  of  those  aged  20  will  reach  65,  and  this  percentage  rises  with 
age  so  that  at  age  50  one  finds  that  80  percent  will  survive  to  age  65  or 
beyond). 

If  a  portion  of  the  nonmedicare  social  security  tax  is  to  be  allotted 
to  the  current  death  and  disability  benefits  the  balance  must,  of  neces- 
sity, be  all  that  remains  available  to  provide  the  old  age  retirement 
benefits.  Let  us  term  this  portion  the  "pension  tax." 

Upon  examination  it  appears  that  the  relationship  between  the  pres- 
ent provisions  for  the  death  and  disability  benefits  and  the  uniform 
portion  of  the  FICA  tax  allotted  to  pay  for  these  benefits  is  not  sub- 
stantially inequitable.  It  is  obvious  that  certain  individuals  receive 
more  survivor  protection  than  do  others  paying  the  same  rates,  par- 
ticularly younger  married  men  with  several  children.  Yet  older  per- 
sons perhaps  receive  more  valuable  disability  protection  than  do  the 
younger.  All  in  all,  the  situation  does  not  differ  too  significantly  from 
group  insurance  practices  and  a  particpant  can  feel  that,  by  and  large, 
he  pays  for  his  own  benefits. 

On  the  other  hand,  the  old  age  benefit  section  of  the  OASDI  system 
contains  serious  inequities.  The  benefit  formula  is  strongly  biased  in 
favor  of  the  lower-income  members.  But  even  among  members  at  the 
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same  income  level  inequities  stem  from  differences  in  marital  status 
and  sex,  but  especially  from  the  variations  in  age  at  entry  into  the 
system.  The  pension  tax  paid  by  the  present  participants  and  their 
employers  finances  the  old  age  benefit  payments  for  those  who  were 
workers  in  the  past,  most  of  them  with  a  very  short  coverage  under 
the  system  and  hence  with  almost  insignificant  amounts  of  taxes  hav- 
ing been  paid.  No  present  old  age  pensioner  (nor  any  of  those  who 
will  retire  for  a  long  time  into  the  future) ,  has  paid  even  a  substan- 
tial portion  of  the  cost  of  his  own  old  age  benefits. 

III.  ALLEVIATION  OF  INEQUITIES  BY  SUPPLEMENTARY  FINANCING 

By  individual  equity  is  meant  that  there  should  exist  a  correspond- 
ence between  the  value  of  the  contingent  benefits  for  the  individual 
and  the  taxes  which  he  and  his  employer  pay  into  the  system.  The 
lack  of  individual  equity  is  due  in  large  measure  to  the  practice  of 
charging  all  individuals  the  same  tax  rate  regardless  of  age  at  entry 
or  other  factors.  It  is  fairly  obvious  that  the  annual  cost  per  individ- 
ual required  to  provide  a  given  level  of  old  age  benefits  would  have  to 
be  greater  for  those  who  enter  the  system  at  a  higher  age.  Thus, 
it  is  clear  that  the  old  age  benefits  received  by  persons  older  at  the 
time  of  entry  into  OASDI  are  worth  considerably  more  than  the  value 
of  the  pension  taxes  paid  by  them  and  by  their  employers.  This  im- 
plies that  at  present  persons  entering  the  system  at  a  younger  age 
must  pay  more  than  the  value  of  their  own  retirement  benefits  be- 
cause part  of  their  own  pension  taxes  flow  to  other  participants.  This 
unfavorable  and  inequitable  position  of  the  younger  members  has  been 
pointed  out  by  numerous  critics. 

It  has  been  suggested  that  the  portion  of  an  employee's  benefits  not 
financed  completely  by  his  and  his  employer's  pension  taxes  should 
be  paid  out  of  general  taxation  revenues.  In  support,  it  is  contended 
that  a  portion  of  the  benefits  are  gifts — really  welfare  payments — 
and  it  is  unfair  for  the  Government  to  saddle  the  younger  generation 
of  workers  with  taxes,  unrelated  to  their  own  benefits,  to  finance 
welfare  payments  for  others.  If  the  general  public  believes  that  these 
welfare  benefits  are  socially  desirable,  then  it  appears  logical  for  the 
general  public  to  pay  for  them  out  of  general  tax  revenues. 

This  deceptively  simple  proposal  has  at  least  two  possible 
drawbacks : 

(1)  There  is  danger  in  upsetting  the  present  provisions  requiring 
the  social  security  system  to  be  self-supporting. 

(2)  The  proposal  does  not  take  into  account  the  further  inequities 
created  each  time  the  social  security  law  is  amended. 

IV.  DANGERS  INHERENT  IN  GENERAL  TAXATION  SUPPLEMENT 

There  is,  of  course,  a  danger  in  permitting  partial  financing  of 
social  security  by  means  of  general  taxation.  Excessively  large  bene- 
fits could  be  legislated  with  the  tacit  approval  of  the  members  of  the 
system  who  might  be  under  the  illusion  that  they  are  receiving  some- 
thing for  nothing.  As  long  as  the  OASDI  system  is  a  financially 
self-supporting  unit,  as  at  present,  any  increase  in  benefits  must  be 
accompanied  by  an  increase  in  FICA  taxes.  This  brings  home  to  the 
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articipants  that  there  is  no  magic  in  Federal  benefits — that  the  bene- 
ts  must  be  paid  for.  In  the  opinion  of  the  advisory  council  on  social 
security  financing,  1957-58,  on  which  I  had  the  privilege  of  serving, 
this  concept  of  long  range  actuarial  balance  was  so  important  that  it 
overrode  the  individual  equity  concept.  In  the  words  of  the  unani- 
mously adopted  report : 

The  council  endorses  the  long-standing  practice  adopted  by  Congress  of  in- 
cluding in  the  law  a  contribution  schedule  which  according  to  the  cost  estimates 
places  the  system  substantially  in  actuarial  balance  into  the  indefinite  future. 
We  believe  this  procedure  to  be  the  best  way  of  making  people  conscious  of  the 
long-range  cost  of  proposals  to  modify  the  present  program. 

It  might  be  contended,  in  supporting  the  above  recommendation,  that 
the  unfavorable  treatment  of  the  younger  members  inherent  in  a  level 
tax  rate  for  all  is  lessened  in  an  inflationary  economy. 

V.  INDIVIDUAL  INEQUITIES  ARISING  FROM  FUTURE  AMENDMENTS 

The  proposal  to  compensate  for  a  late  start  by  means  of  supple- 
mentation from  general  taxation  seems  to  ignore  the  effects  of  pos- 
sible future  changes  in  social  security  provisions.  As  experience  has 
shown,  the  continuing  inflation  and  loss  of  purchasing  power  of  the 
dollar  tends  to  encourage  frequent  changes  in  all  of  the  major  fac- 
tors upon  which  taxes  and  benefits  are  based :  The  tax  rates,  the  wage 
base,  the  benefit  formulas,  and  even  the  age  at  retirement. 

Thus,  the  simple  proposal  to  require  the  pension-tax  rate  for  those 
entering  the  system  at  age  21  to  be  just  adequate  for  their  own  bene- 
fits and  to  make  up  the  deficit  for  those  entering  at  an  older  age  by 
means  of  general  taxation  overlooks  the  new  inequities  created  by  the 
adoption  of  each  amendment  thereafter.  Each  time  that  Congress 
changed  the  provisions  a  new  calculation  would  show  that,  if  indi- 
vidual equity  were  to  be  retained,  an  extra  pension  tax  would  be  re- 
quired to  pay  for  the  additional  benefit.  The  amount  of  this  extra 
tax  would  depend  upon  the  age  of  the  individual  at  the  time  of  the 
amendment,  of  course,  so  that  tax  rates  which  varied  by  age  would 
be  required  or  else  the  individual  equity  concept  would  be  lost. 

To  overcome  this  difficulty,  an  extension  of  the  supplementary  fi- 
nancing principle  might  be  devised.  Each  time  that  the  old  age  pen- 
sion costs  are  increased  by  amendments  to  the  social  security  law, 
raise  the  pension-tax  rate  to  a  level  which  would  provide  the  average 
new  entrant  at  age  21  with  the  total  pension  benefit  promises  as  newly 
established.  The  pension-tax  rate  would  be  uniform  for  all  members. 
This  would  mean  that  for  all  persons  older  than  21  at  the  date  of 
the  new  amendment,  the  new  total  tax  rate  would  be  insufficient  to 
provide  all  of  the  newly  increased  old  age  pension  benefit  promises. 
The  unfinanced  benefit  increases  would  then  be  provided  out  of  gen- 
eral taxation  revenues.  This  proposal  appears  to  provide  equitable 
guidelines  for  future  amendments  to  the  social  security  system. 

VI.  TRANSITION  PERIOD 

An  immediate  question  which  arises  relates  to  the  current  situation. 
Suppose  that,  in  setting  the  tax  rate  at  the  level  required  to  provide 
the  anticipated  benefits  to  a  person  now  aged  21  we  find  that  this  rate 
is  less  than  that  currently  payable.   (It  appears  likely  that  this  would, 
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in  fact,  be  the  case.)  Should  FICA  taxes  be  promptly  reduced,  leav- 
ing an  immediate  drain  on  an  already  unbalanced  budget?   I  think 


pragmatic  compromise,  leaving  the  tax  rate  at  its  present  level  until 
at  some  point  in  the  future  the  rate  determined  by  the  provision  re- 
quiring equitable  tax  rates  for  the  21-year-old  entrant  had  risen  to 
the  present  tax  rate  level.  From  that  point  onward,  the  new  policy 
would  be  brought  into  effect. 


It  should  be  noted  that  this  proposal  does  not  imply  that  a  reserve 
fund  is  to  be  accumulated  in  the  future  contrary  to  the  traditional 
pay-as-you-go  financing  principle  of  OASDI.  It  merely  provides  an 
objective  measure  for  the  rate  of  tax  to  be  charged  the  participant 
and  his  employer  and  thus  automatically  determines  and  limits  the 
funds  required  from  general  taxation.  In  all  cases,  persons  entering 
at  age  21,  and  their  employers,  would  initially  be  assessed  a  proper 
tax  rate  to  pay  for  their  own  promised  benefits.  They  would  not  be 
paying  for  others.  If  in  the  future  their  benefit  promises  were  in- 
creased, it  would  be  recognized  that  the  increases  would  be,  in  part, 
welfare  payments  not  fully  provided  for  by  increased  taxes.  The 
unfinanced  welfare  portion  would  then  be  provided  out  of  general 
taxation. 

On  balance,  I  believe  that  it  would  be  best  to  adhere  to  the  self- 
supporting  principle  for  social  security  financing.  However,  if  sup- 
plementary financing  by  means  of  general  taxation  cannot  be 
avoided,  for  political  or  other  reasons,  the  mechanism  proposed  above 
would  provide  a  logical  and  objectively  determined  actuarial  limit 
on  the  supplementary  aid  and  at  the  same  time  improve  the  individual 
equity  among  participants  in  the  system. 

The  Chairman.  Does  this  complete  your  statement  ? 

Dr.  Fischer.  That  completes  it. 

The  Chairman.  We  thank  you,  sir,  for  coming  to  the  Committee 
and  giving  us  your  viewpoint.  We  appreciate  it. 
Any  questions? 

Mr.  Vanik.  Mr.  Chairman,  I  would  like  to  inquire  whether  or  not 
in  the  opinion  of  the  doctor,  as  an  actuary,  the  social  security  trust 
fund  is  in  a  sound  condition  today  ? 

Dr.  Fischer.  That  is  a  good  question.  I  was  on  the  Actuarial  Sub- 
committee of  the  Advisorv  Council  along  with  Mr.  Hovis,  chief  actu- 
ary of  the  Metropolitan  Life,  and  Dean  Brown  of  Princeton. 

I  would  not  put  it  in  those  words.  The  trust  fund  is  nothing  but 
a  buffer  fund.   It  is  not  an  actuarial  fund  in  any  sense. 

It  only  takes  care  of  fluctuations.  I  could  not  say  the  trust  fund  is 
sound.  The  system  as  a  whole  at  any  given  time  as  it  was  then  and 
as  it  is  now  is  in  actuarial  balance  insofar  as  our  HEW  actuarial  staff 
can  determine  for  a  long  time  in  the  future,  something  like  the  year 
2030  or  2040,  something  of  that  sort. 

In  other  words,  if  it  did  not  change,  the  schedule  tax  rates  would 
provide  the  scheduled  benefits  for  a  long  time  into  the  future. 


that  the  sensible 


I  would  propose  a 


VII.  SUMMARY 
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Mr.  Vanik.  In  your  judgment,  then,  it  is  capable  of  meeting  its 
current  commitment?    That  would  be  one  of  the  tests? 

Dr.  Fischer.  Yes,  I  would  say  that,  as  it  is  now  set  up. 

Mr.  Vanik.  The  next  question,  in  your  judgment,  is  this  capable 
of  sustaining  an  increased  distribution  to  the  beneficiaries? 

Dr.  Fischer.  If  they  are  paid  for,  yes.  If  the  tax  rate  is  properly 
increased  and  if  those  taxes  are  such  that  they  can  be  borne,  yes. 

Mr.  Vanik.  In  your  opinion,  is  the  fund  in  a  surplus  condition 
today  over  and  above  its  commitment  ? 

Dr.  Fischer.  Is  the  fund  over  and  above  ? 

Mr.  Vanik.  Is  the  system  today  in  a  surplus  condition  to  consider 
an  increased  payout  to  the  beneficiaries? 

Dr.  Fischer.  I  am  only  giving  an  off-the-cuff  opinion  because,  while 
I  did  study  the  system  in  1957  and  1958  carefully,  I  have  not  studied 
it  in  1966  and  1967. 

I  would  guess  that  it  is  not  in  a  position  to  pay  the  extra  benefits 
but  I  would  defer  to  the  researches  of  the  staff.  We  have  a  very  ca- 
pable actuary  in  social  security,  Robert  J.  Myers.  I  know  him  very 
well  and  I  have  considerable  respect  for  his  ability. 

Mr.  Vanik.  He  has  testified  that  the  fund  is  in  good  shape  and 
there  is  a  surplus. 

Dr.  Fischer.  If  he  has  testified  that  according  to  the  present  sched- 
ule there  is  actually  an  excess  I  am  willing  to  believe  it. 

Mr.  Vanik.  I  have  no  further  questions. 

Mr.  Watts.  I  have,  Mr.  Chairman. 

The  Chairman.  All  right. 

Mr.  Watts.  The  same  gentleman  that  asked  me  to  ask  the  other  se- 
ries of  questions  has  given  me  four  questions. 

What  are  the  inequities  in  the  old  age  benefit  section  of  the  social 
security  system  ? 

Dr.  Fischer.  First  of  all,  there  is  the  inequity  in  providing  full 
benefits  to  all  the  persons  who  were  brought  under  when  they  were 
older  than  the  starting  age,  21. 

The  older  the  person  was  at  the  time,  the  smaller  the  proportion  of 
his  benefits  that  are  being  provided  by  his  own  and  his  employer's 
taxes. 

There  have  been  increases  in  the  benefits  provided  from  time  to  time. 
The  older  the  person  is  at  the  time  of  increase  the  less  his  taxes  will 
pay  for  those. 

These  are  the  major  inequities  in  my  opinion.  Of  course,  we  have 
the  inequities  by  sex  and  those  resulting  from  the  presence  of  a  wife 
and  children  at  the  time  of  retirement. 

Some  persons  feel  that  the  application  of  the  earnings  test  for  re- 
tirement is  inequitable.  In  a  way,  it  is,  but  since  not  retiring  is  a 
voluntary  act  made  in  full  knowledge  of  the  consequences,  that,  is,  if 
you  keep  on  working  you  know  you  are  sacrificing  them,  I  don't  have 
too  much  sympathy  with  anyone  who  makes  that  voluntary  decision. 

Mr.  Watts.  The  second  question :  Do  you  think  it  is  possible  for  the 
actuarial  staff  of  HEW  to  make  a  cost  determination  required  by  your 
proposal  ? 

Dr.  Fischer.  Yes,  I  am  quite  sure  that  they  can  do  that. 
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Mr.  W atts.  The  third  question :  Hoav  Avould  your  proposal  be  af- 
fected if  the  Social  Security  Act  included  an  automatic  cost-of-liv- 
ing increase  for  beneficiaries  ? 

Dr.  Fischer.  That  has  been  proposed,  has  it  not  ? 

Mr.  Watts.  Sir? 

Dr.  Fischer.  That  has  been  proposed  in  some  of  the  bills  which 
are  before  the  Congress. 

That  certainly  could  be  taken  into  account  by  the  HEW  actuaries. 
Of  course,  we  have  to  make  an  assumption  there  as  to  the  rate  based 
on  past  experience,  what  percent  we  expect  the  benefits  would  go  up 
per  year  with  an  estimate  of  the  cost  of  living. 

But  there  is  no  actuarial  reason  why  that  could  not  be  done  and 
with,  I  think,  reasonable  accuracy. 

Mr.  Watts.  A  final  question :  Does  your  proposal  mean  that  you  en- 
dorse the  setting  up  of  a  full  actuarial  reserve  fund  along  private 
insurance  lines  ? 

Dr.  Fischer.  And  the  answer  to  that  is,  no.   "Not  at  all." 

My  proposal  merely  provides  an  objective  and  I  would  hope  a 
scientific  actuarial  method  of  determining  the  amount  of  taxes  that 
should  be  charged  to  put  this  system  on  a  more  equitable  basis  and 
thus,  since  the  balance  would  be  paid  by  general  revenues,  it  auto- 
matically sets  a  limit  for  supplementary  financing  which  might  other- 
wise arbitrarily  be  determined.  People  might  decide  we  ought  to  pay 
30,  40,  or  even  50  percent  out  of  the  general  revenues.  This  way  Con- 
gress could  set  the  limit  and  it  would  be  an  automatic  limit. 

Mr.  Watts.  I  thank  you,  sir. 

The  Chairman.  Is  there  any  thing  further  ? 

Mrs.  Griffiths.  I  can't  help  but  point  out  that  this  is  the  first  wit- 
ness who  has  pointed  out  that  there  is  any  difference  in  social  security 
payments  based  on  sex. 

I  am  surprised  he  did  not  mention  the  inequities  as  to  women  when 
Mr.  Watts  was  pointing  them  out. 

Dr.  Fischer.  Mrs.  Griffiths,  you  are  quite  right  that  the  Avomen  do 
not  get  a  fair  break  on  social  security. 

Mrs.  Griffiths.  If  a  decision  of  the  Supreme  Court  points  out  that 
women  are  people  under  the  Constitution,  working  couples  are  going 
to  get  four  payments  under  this  system. 

Thank  you. 

The  Chairman.  Any  further  questions  ? 

If  not,  Dr.  Fischer,  Ave  thank  you,  sir,  again,  for  coming  to  this 
committee. 

Dr.  Fischer.  Thank  you,  Mr.  Chairman. 
The  Chairman.  That  completes  the  calendar  for  the  day. 
Without  objection,  the  committee  stands  adjourned  until  10  o'clock 
in  the  morning. 

(Whereupon,  at  4:40  p.m.,  the  hearing  adjourned  to  reconvene  at 
10  a.m.,  Wednesday,  March  22, 1967.) 
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WEDNESDAY,  MARCH  22,  1967 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Washington.  D.G. 
The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  the  committee 
room,  Longworth  House  Office  Building,  Hon.  Wilbur  D.  Mills  (chair- 
man of  the  committee)  presiding. 
The  Chairman.  The  committee  will  please  come  to  order. 
Our  first  witness  this  morning  is  our  colleague  from  the  State  of 
New  York,  the  Honorable  J ohn  M.  Murphy.  We  certainly  appreciate 
very  much  having  you  with  us  and  you  are  recognized. 

STATEMENT  OF  HON.  JOHN  M.  MURPHY,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mr.  Murphy.  Thank  you,  Mr.  Chairman,  for  the  opportunity  to 
testify  before  this  committee  on  H.R.  990,  a  bill  to  allow  Federal 
employees  to  elect  coverage  under  the  social  security  system  which  I 
introduced  on  J anuary  10  of  this  year. 

The  provisions  of  this  bill  were  first  introduced  in  the  last  session 
of  the  Congress  by  former  Congressman  Eugene  J.  Keogh,  who  was 
a  member  of  this  committee  and  who  continually  submitted  legislation 
designed  to  improve  the  social  security  system. 

This  bill  deals  with  only  one  part  of  the  more  comprehensive  social 
security  bill  now  before  this  committee.  It  is,  however,  one  of  the 
most  important  parts  of  that  comprehensive  bill.  It  resolves,  I  think, 
the  question  of  whether  or  not  the  Federal  Government  will  finally 
close  the  largest  remaining  gap  in  its  social  security  coverage ;  it  re- 
solves the  question  of  whether  or  not  the  Federal  Government  will 
permit  its  own  employees  to  be  able  to  have  the  same  coverage  pro- 
vided 95  percent  of  the  rest  of  the  citizens  of  the  United  States  under 
the  present  old-age,  survivors,  and  disability  insurance  protection 
program. 

In  brief,  the  bill  gives  Federal  employees  a  choice  as  to  whether  they 
will  be  covered  by  the  provisions  of  the  social  security  system  in  addi- 
tion to  their  coverage  under  the  civil  service  retirement  system.  New 
employees  would  have  2  years  from  their  date  of  employment  in  which 
to  file  a  certificate  indicating  their  desire  for  such  coverage.  Present 
employees  would  also  have  2  years  in  which  to  make  that  choice. 

Generally,  coverage  would  be  made  retroactive  for  1  year  if  the 
employee  so  desired  and  if  he  paid  the  employee  tax  due. 
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In  addition,  in  order  to  give  the  employee  further  opportunity,  be- 
cause of  changed  family  or  financial  conditions,  to  elect  coverage,  the 
bill  allows  for  a  second  period,  after  5  years,  in  which  the  employee 
could  again  elect  coverage.  This  second  period  would  extend  for  6 
months.  Finally,  the  bill  would  be  financed  entirely  by  the  employee 
tax,  which  would  be  withheld  from  the  employee's  salary  by  the  Fed- 
eral agency. 

The  provisions  of  this  bill  have  been  under  consideration  for  more 
than  15  years  at  many  levels  of  government,  including  the  Ways  and 
Means  Committee ;  it  is  by  no  means  a  novel  proposal.  The  need  for 
legislation  in  this  area  has  been  established.  The  time  has  come  for 
action — not  in  another  15  years,  but  now. 

There  are  three  points  of  particular  importance  in  this  bill  which 
I  would  like  to  discuss  in  some  detail. 

The  first,  and  I  think  the  most  important,  deals  with  the  problem  of 
closing  the  gaps  in  coverage  which  now  exist  under  the  civil  service 
retirement  system.  Because  it  is  designed  primarily  to  benefit  long- 
service  Federal  employees,  there  are  substantial  gaps  in  the  protection 
of  people  moving  between  private  and  Federal  employment. 

Over  the  last  decade,  the  average  number  of  people  entering  the 
Federal  Government  has  been  more  than  400,000  a  year ;  the  average 
number  of  those  leaving  the  Federal  Government  has  been  approxi- 
mately the  same.  The  result  of  this  mobility  has  been  the  loss  or  im- 
pairment of  protection  for  millions  of  workers  and  their  families. 

For  example,  an  employee  leaving  the  Federal  Government  before 
retirement  loses  the  survivor  and  disability  protection  he  earned  while 
working  under  the  civil  service  retirement  system.  Such  protection 
is  available  only  if  the  employee  is  working  for  the  Federal  Govern- 
-  ment  at  the  time  of  his  disability  or  death. 

A  similar  gap  exists  in  civil  service  retirement  benefits.  A  1961 
study  of  employees  who  left  work  covered  by  the  civil  service  retire- 
ment system  showed  that  less  than  8  percent  had  any  protection  under 
civil  service  as  a  result  of  their  Federal  employment.  In  addition, 
employees  with  less  than  5  years  service  under  the  civil  service  re- 
tirement system  receive  no  coverage  at  all. 

This  bill,  then,  will  fill  this  gap  in  protection.  It  will  make  social 
security  coverage  available  to  everyone  presently  covered  by  the  civil 
service  retirement  system  and  thus  insure  that  the  hundreds  of  thou- 
sands of  employees  who  yearly  move  in  and  out  of  the  Federal  Gov- 
ernment are  not  without  basic  protection. 

The  second  point  in  this  bill  which  I  think  deserves  special  atten- 
tion is  the  means  by  which  it  will  be  financed.  In  the  past  it  has  been 
argued  that  the  cost  of  providing  social  security  coverage  for  civil 
service  employees  would  be  prohibitive.  This  bill  however,  would  not 
cost  the  Federal  Government  1  cent. 

It  follows  the  precedent  of  the  iy2  million  workers  who  received 
earnings  in  the  form  of  tips  and  gratuities  by  providing  that  only 
the  employee  share  of  the  social  security  tax  shall  be  payable,  and  not 
the  employer  share.  The  Chief  Actuary  of  the  Social  Security  Ad- 
ministration has  studied  this  proposal  and  indicated  that  this  is  an 
actuarially  sound  proposition. 
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The  third  point  is  concerned  with  the  general  impact  of  the  bill 
on  Federal  employment.  Under  the  present  system,  civil  service  is 
at  a  disadvantage  in  competing  with  other  employers  for  qualified 
personnel.  Many  employees  in  State  and  local  government  and  pri- 
vate business  are  covered  by  social  security  in  addition  to  other  staff- 
retirement  systems. 

For  example,  a  recent  survey  showed  that : 

(1)  Approximately  35,000  pension  plans  in  private  industry  are 
built  on  social  security. 

(2)  The  retirement  system  for  railroad  workers  is  coordinated  with 
social  security. 

(3)  Over  4.8  million  of  the  7.2  million  employees  of  State  and 
local  governments  are  now  covered  under  social  security,  and  about 
three-fourths  of  those  under  social  security  are  also  covered  by  public 
staff-retirement  systems. 

(4)  The  2.7  million  members  of  the  Federal  uniformed  services 
are  covered  by  social  security  in  addition  to  their  staff-retirement 
plans. 

For  the  Federal  Government  to  effectively  complete  in  the  em- 
ployment market,  it  must  be  able  to  offer  similar  coverage  for  its 
own  employees.  Since  ultimately  the  success  of  Federal  programs 
depends  on  the  quality  of  the  people  administering  them,  we  must 
do  whatever  is  necessary  to  attract  the  best  talent  available. 

In  conclusion,  Mr.  Chairman,  I  believe  this  bill  resolves  the  prob- 
lem of  social  security  coverage  for  Federal  employees  fairly  and 
equitably,  and  is  in  the  best  interest  of  both  the  employee  and  the 
Federal  Government. 

It  allows  the  employee  to  make  the  selection  in  his  own  interest; 
it  closes  the  largest  remaining  gap  in  social  security  coverage;  it 
requires  no  expense  to  the  Government;  it  is  flexible  enough  to  give 
employees  ample  opportunity  to  take  advantage  of  social  security 
coverage,  but  not  so  much  as  to  result  in  adverse  selection;  and 
finally,  it  answers  the  criticism  that  the  Government  denies  its  own 
employees  the  coverage  it  has  mandatorily  extended  to  employees  of 
private  organizations. 

The  Chairman.  Mr.  Murphy,  we  appreciate  very  much  your  com- 
ing to  the  committee  with  your  statement.  You  may  be  assured  that 
when  we  are  in  executive  session  your  views  will  be  considered,  as 
well  as  your  bill. 

Are  there  any  questions  of  Mr.  Murphy  ? 

We  thank  you  again,  sir. 

Mr.  Murphy.  Thank  you. 

The  Chairman.  Our  next  witness  is  our  colleague  also  from  the 
State  of  New  York,  the  Honorable  Theodore  E.  Kupferman.  We  are 
pleased  to  have  you  with  us  and  you  are  recognized,  sir. 

STATEMENT  OF  HON.  THEODORE  R.  KUPFERMAN,  A  REPRESENT- 
ATIVE IN  CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mr.  Kupferman.  Thank  you,  Mr.  Chairman.  I  am  here  specifi- 
cally on  behalf  of  my  bill,  H.R.  4489,  which  deals  with  the  limita- 
tions on  the  restrictions  on  outside  income  for  senior  citizens  be- 


1412  SOCIAL  SECURITY  AMENDMENTS  OF  1967 


tween  the  ages  of  65  and  72.  I  have  made  a  statement  previously 
when  I  introduced  the  bill,  in  the  Congressional  Kecord  of  February 
1,  1967,  at  page  882  and  to  save  time  I  would  ask  the  unanimous  con- 
sent of  this  committee  if  that  statement  which  is  before  you  might 
be  included  in  the  record. 

The  Chairman.  We  will  be  glad  to  do  so  without  objection. 

(The  statement  referred  to  follows:) 

To  Remove  the  Limitation  Upon  the  Amount  of  Outside  Income  An  Individual 
May  Earn  While  Receiving  Social  Security  Benefits 

(Mr.  Kupferman  (at  the  request  of  Mr.  Dickinson)  was  granted  permission 
to  extend  his  remarks  at  this  point  in  the  Record  and  to  include  extraneous 
matter. ) 

Mr.  Kupferman.  Mr.  Speaker,  today  I  have  introduced  a  bill  to  eliminate  en- 
tirely the  limitation  upon  the  amount  of  outside  income  that  an  individual  may 
earn  while  receiving  benefits  under  the  Social  Security  Act. 

Under  the  present  standard  a  person  cannot  earn  more  than  $2,700  per  year 
and  still  receive  his  share  of  benefits  under  the  program.  And  if  a  beneficiary 
exceeds  $1,500  per  year,  but  earns  less  than  $2,700,  his  benefits  will  be  cut  in 
half.  The  inequities  created  by  this  arbitrary  plateau  have  a  detrimental  effect 
not  only  on  the  specific  individual  receiving  the  benefits,  but  it  also  hampers 
our  society's  productive  output. 

The  President  asked  Congress  on  January  23,  1967,  in  addition  to  an  overall 
20-percent  increase  in  social  security  benefits,  for  other  needed  improvements 
in  the  Social  Security  Act.  The  President's  proposal  included  an  extension  of 
the  earnings  by  12  .percent,  from  $125  per  month  to  $140  per  month,  and  from 
$1,500  per  year  to  $1,680  per  year.  In  addition,  the  President  suggested  the 
amount  above  $1,680  per  year  up  to  which  a  beneficiary  can  obtain  $1  in  pay- 
ments for  each  $2  of  earnings,  be  increased  from  $2,700  to  $2,880.  In  other 
words,  half  the  benefits  would  be  lost  for  everything  earned  over  $1,680  and  less 
than  $2,880. 

Despite  the  suggestion  by  the  President  in  his  annual  state  of  the  Uion  mes- 
sage that  he  would  want  the  country  to  be  more  helpful  to  our  senior  citizens, 
the  proposed  raise  in  the  limitation  of  outside  earnings  per  year  from  $1,500  to 
$1,680  at  the  minimum  and  from  $2,700  to  $2,880  a  tthe  maximum  is  illusory,  and 
serves  no  really  useful  purpose.  Having  said  that  the  poverty  level  in  the  United 
States  is  $3,000  per  year,  how  can  the  President  allow  only  $2,880  on  outside  in- 
come as  a  maximum  without  any  social  security  benefits? 

The  present  law  under  which  an  individual  cannot  earn  more  than  $2,700  per 
year  and  still  receive  social  security  benefits  in  unrealistic.  Unfortunately,  the 
President's  increase  of  $180  per  year  on  the  ceiling  does  not  solve  the  porblem. 
It  cannot  even  be  dignified  as  a  "cost  of  living  increase."  To  put  a  limit  on  the 
amount  of  earnings  our  senior  citizens  can  earn,  and  thus  discriminate  against 
them  because  they  are  receiving  social  security  benefits,  is  just  not  the  American 
way. 

According  to  a  1963  survey  published  in  the  June  1964  Social  Security  Bulletin 
the  total  wages  earned  by  persons  aged  65  and  over  amounted  to  at  least  $10 
billion.  The  survey  specifically  points  out  the  self-evident  fact  that  these  earn- 
ings are  important  both  to  the  aged  themselves  and  to  the  total  economy.  The 
report  proceeds  to  analyze  the  trend  in  employment  of  people  aged  65  and  over 
and  reaches  the  conclusion  that — 

"If  the  present  trends  toward  less  work  and  less  earnings  among  the  aged 
were  to  continue,  by  the  end  of  this  century  there  would  be  virtually  no  earnings 
or  work  experience  of  the  aged  left  to  analyze." 

The  motivating  force  behind  these  current  trends  can  be  attributed  to  the  cur- 
rent retirement  test. 

In  fact,  the  Advisory  Council  on  Social  Security  in  their  1965  report  stated  that 
they  recognize  "that  the  present  test  does  discourage  some  people  who  are  retired 
from  their  regular  jobs  from  earning  as  much  as  they  could,  or  would  like  to,  in 
part  time  or  irregular  employment."  The  retention  of  this  retirement  test  will 
continue  to  keep  many  older  persons  from  working,  with  a  resultant  loss  to  the 
country  of  valuable  skills  and  productivity. 
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When  the  social  security  system  was  first  inaugurated,  there  was  good  reason 
for  the  limitation  on  outside  earnings.  We  were  in  a  depression,  jobs  were 
scarce,  and  it  was  desirable  to  remove  from  the  labor  rolls  those  receiving  social 
security  benefits.  ,  ,  ,    .  .  . 

As  economic  conditions  in  our  country  changed,  the  retirement  test  became  less 
necessary.  Today's  high  employment  economy  does  not  need  such  restrictive 
measures.  Realization  of  the  need  to  do  away  with  the  retirement  test  is  not 
new  to  this  body.  It  has  been  manifested  by  the  fact  that  Congress  has  changed 
the  age  at  which  the  retirement  test  applies  so  that  it  no  longer  applies  to  those 
over  72. 

In  a  1965  survey  conducted  by  the  National  Federation  of  Independent  Busi- 
ness the  Naiton's  independent  business  proprietors  voted  by  a  majority  of  65  per- 
cent'in  favor  of  removing  all  restrictions  on  the  earnings  an  aged  person  may  re- 
ceive without  being  penalized  on  social  security  benefits.  The  federation  de- 
fined the  significance  of  their  survey  by  the  sentence,  "There  should  be  no  pe- 
nalty on  honest  sweat."  C.  Wilson  Harder,  federation  president,  commented : 

"There  are  many  aged  millionaires  now  receiving  the  full  social  security  bene- 
fits. However,  those  who  must  eke  out  the  benefits  by  toil  are  penalized.  It  is 
high  time  there  be  a  complete  exposure  of  the  inequities  involved  in  many  aspects 
of  the  social  security  system." 

Psychologists  tell  us  it  is  better  for  a  senior  citizen  to  occupy  his  time  if  he  so 
chooses  in  a  gainful  way.  In  the  light  of  our  present  economy,  with  the  cost  of 
living  steadily  increasing  and  with  inflationary  propensities,  the  best  way  to 
help  the  senior  citizens  of  our  society  who  may  not  have  investments  in  sav- 
ings to  supplement  their  social  security  benefits,  and  who  want  to  work,  is  to 
eliminate  this  arbitrary  limitation  on  outside  earnings. 

The  bill  I  have  introduced  today,  similiar  to  H.R.  14408  which  I  introduced  in 
the  second  session  of  the  89th  Congress — Congressional  Record,  April  7,  1966, 
page  7637 — will  insure  access  to  the  means  needed  to  provide  these  people 
with  the  ordinary  decent  needs  of  living  characterized  by  our  American  society. 

There  follows  a  sampling  of  the  editorial  and  newspaper  comments  on  my 
similar  legislation  in  the  last  session  : 

[From,  the  Indianapolis  Star,  Jury  5,  1966] 

Life  Begins  at  40 :  Social  Security  Law  Ceiling  on  Elders'  Earnings 

Outdated 


(By  Robert  Peterson) 

An  important  new  bill  have  been  introduced  in  the  U.S.  House  of  Representa- 
tives by  Rep.  Theodore  R.  Kupferman,  R.-N.Y.  The  bill  proposes  to  remove  the 
limitation  on  the  amount  of  outside  income  an  individual  may  earn  while  receiv- 
ing benefits  under  the  Social  Security  Act. 

Under  the  law  at  present,  a  beneficiary  cannot  earn  more  than  $1,500  per  year, 
and  no  more  than  $125  in  any  month.  If  he  earns  more  than  that  amount  he 
must  reimburse  Uncle  Sam  one  dollar  for  each  two  dollars  earned,  up  to  $2,700. 
If  he  earns  more  than  $2,700  per  year,  he  forfeits  all  his  Social  Security. 

The  current  law  is  unsound  in  many  respects,  and  obviously  needs  to  be 
changed.  As  Rep.  Kupferman  points  out,  "When  the  Social  Security  system 
was  first  inaugurated  there  was  good  reason  for  the  limitation  on  outside  earn- 
ings. 

"We  were  in  a  depression,  jobs  were  scarce  and  it  was  desirable  to  remove  from 
the  labor  rolls  those  receiving  Social  Security  benefits.  But  economic  condi- 
tions in  our  nation  have  changed.  Today's  high  employment  economy  does  not 
need  such  restrictive  measures." 

For  years  this  column  tried  to  support  Uncle  Sam's  contention  that  elders 
should  forfeit  some  of  their  Social  Security  if  they  were  strong  and  healthy 
enough  to  be  out  working.  We  took  this  unpopular  stand  after  going  to  Wash- 
ington, digging  into  the  situation  and  making  an  honest  effort  to  understand  the 
reasoning  behind  the  Social  Security  law  restricting  the  earnings  of  beneficiaries 
between  the  ages  of  62  and  72. 

The  lawmakers  with  whom  we  talked  declared  that  the  Social  Security  pro- 
gram was  not  intended  to  serve  those  elders  lucky  and  healthy  enough  to  con- 
tinue working.  Instead,  it  was  devised  primarily  to  help  those  seniors  who  could 
no  longer  work. 
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Looking  at  it  from  this  point  of  view,  there  seemed  to  be  merit  in  the  require- 
ment that  those  healthy  enough  to  earn  a  fair  income  should  relinquish  a  bit 
of  their  Social  Security.  But  we've  changed  our  mind  for  the  following  reasons : 

First,  the  reasoning  behind  the  law  is  not  easy  to  understand. 

Second,  it  violates  our  traditions  to  be  told  a  man  who  retires  can  receive  a 
pension,  while  a  man  who  has  the  spunk  and  will  to  continue  working  must  for- 
feit all  or  part  of  such  a  pension. 

Third,  it  is  discriminatory  because  the  restriction  applies  only  to  earnings 
from  employment  rather  than  to  income  received  from  such  sources  as  dividends 
or  rentals. 

Fourth,  it  is  geriatrically  unsound  to  do  anything  which  discourages — rather 
than  encourages — older  people  from  working  as  long  and  as  enthusiastically  as 
they  possibly  can. 

Let's  hope  Rep.  Kupferman's  bill  wins  the  support  it  deserves,  and  that  those 
elders  still  willing  and  able  to  work  may  be  able  to  do  so  without  sacrificing  any 
of  their  Social  Security  benefits. 

If  you  would  like  a  booklet  "Financing  Your  Coming  Retirement"  write  to 
Robert  Peterson,  "Life  Begins  at  Forty,"  care  of  The  News-Sentinel,  enclosing 
a  stamped,  self-addressed  envelope  and  ten  cents  to  cover  handling  costs. 


[From  the  Richmond  (Ind.)  Palladium-Item  &  Sun-Telegram,  Sept.  12,  1966] 

Pkoblem  of  the  Elderly 

One  of  the  problems  Congress  faces  is  what  to.  do  about  the  inadequacy  of 
Social  Security  benefits  for  the  nation's  older  persons  in  the  light  of  steadily 
rising  living  costs. 

It  has  been  pointed  out  that  even  though  benefits  recently  were  increased, 
their  advantage  largely  already  has  been  wiped  out  through  advancing  inflation. 

The  National  Federation  of  Independent  Business,  Inc.,  which  represents 
219,386  independent  business  proprietors,  sought  to  get  a  "grass  roots"  opinion 
on  the  problem  of  Social  Security  benefits  from  its  membership. 

Its  survey  reflects  a  viewpoint  which  is  gaining  support  from  many  sources : 
That  is  that  those  on  Social  Security  who  still  find  they  must  do  at  least  some 
work  to  make  a  decent  living  should  not  be  restricted  in  the  amounts  they  can 
earn. 

As  the  Social  Security  law  now  stands,  anyone  65  or  older,  up  to  the  age  of  72, 
can  earn  in  employment  up  to  $1,500  per  year  without  being  penalized  by  deduc- 
tions for  Social  Security  checks. 

If  earnings  in  employment  exceed  $1,500,  one  dollar  is  deducted  from  Social 
Security  checks  for  every  $2  in  private  earnings  up  to  $2,700  per  year.  After 
that  point  is  reached,  $1  is  deducted  for  every  dollar  earned.  In  the  majority  of 
cases,  this  stops  Social  Security  payments. 

What  many  consider  inconsistent,  if  not  unfair,  is  that  any  oldster  who  has 
income  from  rents,  investments  and  interest,  can  draw  full  Social  Security  bene- 
fits without  any  penalty. 

Those  reaching  72  also  have  no  limit  on  any  earnings  they  can  make  in  em- 
ployment and  still  receive  full  Social  Security  benefits. 

A  disturbing  factor  of  the  whole  program  is  that  Social  Security  is  not  a  guar- 
anteed insurance  program  and  Congress,  while  it  is  extremely  unlikely  that  it 
ever  would  do  so,  could  end  the  program  if  it  so  desired. 

One  of  the  original  objectives  of  Social  Security  was  to  encourage  older  em- 
ployees to  retire  and  thus  open  jobs  for  younger  unemployed.  But  living  costs 
have  climbed  so  steadily  that  despite  a  series  of  benefit  increases,  few  can  retire 
with  any  degree  of  comfort  without  supplemental  income. 

Congress  has  before  it  a  bill  by  Rep.  Theodore  Kupferman,  R-N.Y.,  which 
would  take  all  limits  off  the  amount  a  person  on  Social  Security  may  earn  with- 
out forfeiting  any  Social  Security  benefits. 

The  national  independent  businessmen's  group  found  through  its  survey  that 
68  per  cent  support  the  measure,  29  per  cent  are  opposed  and  3  per  cent  unde- 
cided.   Indiana  and  Ohio  members  followed  that  ratio  quite  closely. 

One  point  in  favor  of  the  New  York  congressman's  proposal  is  that  it  would 
encourage,  rather  than  discourage,  an  able  person  to  continue  gainful  employ- 
ment rather  than  be  forced  into  an  inactive  retirement. 
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[From  the  Amarillo  (Tex.)  Globe-Times,  Sept.  9,  1966] 
Social  Security  Neither  Insurance  Nor  Apparently  A  Bona  Fide  Promise 

The  Social  Security  system  should  be  a  bona  fide  insurance  program.  That  is 
the  aparent  majority  opinion  of  the  nation's  independent  business  proprietors. 

This  seems  evidenced  by  the  outcome  of  a  vote  on  a  bill  now  before  the 
Congress  by  Rep.  Theodore  Kupferman,  New  York,  which  will  eliminate  the 
restrictions  now  placed  on  the  amount  that  elderly  people  can  earn  without 
having  deductions  made  in  their  Social  Security  checks. 

The  nationwide  poll  conducted  by  the  National  Federation  of  Independent 
Business  shows  68  per  cent  of  the  independent  business  proprietors  favor  this 
measure,  with  29  per  cent  opposed,  and  3  per  cent  undecided. 

In  Texas  the  legislation  is  supported  by  73  per  cent,  opposed  by  23  per  cent, 
with  2  per  cent  undecided. 

As  the  law  now  stands,  since  amendment  last  year,  anyone  65  years  of  age 
or  older  up  to  the  age  of  72,  can  earn  in  employment  up  to  $1500  per  year  with- 
out being  penalized  by  deductions  for  Social  Security  checks.  If  the  earnings 
go  over  this,  1  dollar  is  deducted  from  the  Social  Security  check  for  every  two 
dollars  of  private  earnings  up  to  $2700  per  year.  After  that  point  is  reached,  $1 
is  deducted  for  every  dollar  earned  which  in  the  majority  of  the  cases  stops 
any  Social  Security  payments. 

On  the  other  hand,  any  oldster  who  has  income  from  rents,  investment  and 
interest,  can  draw  full  Social  Security  benefits  without  any  penalty. 

Those  reaching  the  age  of  72  also  have  no  limit  on  the  earnings  they  can 
make  in  employment  and  still  receive  their  full  Social  Security  benefit  check. 

This  quirk  in  the  understanding  of  Social  Security  in  operation  has  long 
created  confusion.  In  the  minds  of  many  people,  the  deductions  made  from  their 
pay  checks  and  from  their  employers  is  considered  Social  Security  insurance, 
due  largely  to  the  fact  that  when  the  program  was  initiated  the  sponsors  of  the 
legislation  talked  in  terms  of  insurance. 

This  was  clarified  before  the  United  States  Supreme  Court  when  Social 
Security  officials  testified  that  Social  Security  is  not  a  bona  fide  insurance  con- 
tract and  that  under  the  law  the  Congress  can  end  the  program,  both  payroll 
deductions  and  payments  of  benefits  at  any  time  it  may  choose  to  do  so. 

The  Social  Security  act  was  passed  in  the  midst  of  the  depression  with  the 
then  belief  that  by  encouraging  older  employees  to  retire,  more  jobs  would  be 
opened  up  for  the  younger  unemployed.  Since  that  time,  however,  the  living 
costs  have  soared  so  that  benefits  paid  do  not  enable  most  oldsters  to  retire 
with  any  degree  of  comfort  without  a  supplemental  income. 

The  only  people  penalized  by  the  present  restrictions  are  those  who  must 
work  to  maintain  an  adequate  scale  of  living.  More  affluent  elders  who  can 
supplement  their  incomes  through  rentals,  dividends,  or  other  means,  continue 
to  draw  the  full  Social  Security  benefit. 

In  addition,  those  over  65  still  working  continue  to  pay  the  Social  Security 
deducted  from  their  pay  checks,  while  those  in  better  circumstances,  if  they 
desire,  can  retire  at  62  years  of  age  and  draw  the  full  amount  of  a  slightly 
reduced  Social  Security  benefit  and  pay  no  more  into  the  program,  even  while 
enjoying  extensive  outside  income. 

Commenting  on  the  vote,  Federation  president  C.  Wilson  Harder  says,  "It  is 
about  time  that  the  truth  is  known  about  Social  Security.  The  plain  fact  is 
that  no  one,  without  an  investment  income,  who  wishes  to  maintain  an  adequate 
scale  of  living,  can  look  forward  to  receiving  any  benefits  from  the  Social  Security 
system  until  reaching  the  age  of  72,  regardless  of  how  much,  or  how  many  years, 
he  or  she  has  paid  into  the  fund." 


[From  the  bulletin  of  the  New  York  State  Association  of  Retail  Meat  Merchants. 

September  1966] 

Social  Security  Changes  Desired 

Even  though  there  has  been  some  adjustments  in  the  amount  that  a  Social 
Security  pensioner  can  earn  and  still  receive  benefits,  apaprently  the  nation's 
independent  business  proprietors,  who  supported  these  adjustments,  feel  there 
should  be  no  strings  attached  on  the  payment  of  benefits.  There  is  before  Con- 
gress a  bill  by  Representative  Theodore  Kupferman,  New  York,  known  as  H.R. 
14408  which  would  take  all  limits  off  the  amount  a  senior  citizen  can  earn  with- 
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out  forfeiting  any  Social  Security  benefits.  Submitted  to  a  nationwide  poll  by 
the  National  Federation  of  Independent  Business,  68  per  cent  of  the  independent 
proprietors  are  in  favor  of  the  measure,  29  per  cent  opposed,  with  3  per  cent 
undecided. 

The  Social  Security  system  should  be  a  bona  fide  insurance  program.  That  is 
the  apparent  majority  opinion  of  the  nation's  independent  business  proprietors. 

This  seems  evidenced  by  the  outcome  of  a  vote  on  a  bill  now  before  the  Congress 
by  Representative  Theodore  Kupferman,  New  York,  which  will  eliminate  the 
restrictions  now  placed  on  the  amount  that  elderly  people  can  earn  without 
having  deductions  made  in  their  Social  Security  checks. 

The  nationwide  poll  conducted  by  the  National  Federation  of  Independent 
Business  shows  68  per  cent  of  the  independent  business  proprietors  favor  this 
measure,  with  29  per  cent  opposed,  and  3  percent  undecided. 

In  New  York  the  legislation  is  supported  by  72  per  cent,  opposed  by  26  per 
cent,  with  2  per  cent  undecided. 

As  the  law  now  stands,  since  amendment  last  year,  anyone  65  years  of  age 
or  older  up  to  the  age  of  72,  can  earn  in  employment  up  to  $1500  per  year  with- 
out being  penalized  by  deductions  for  Social  Security  checks.  If  the  earnings  go 
over  this,  1  dollar  is  deducted  from  the  Social  Security  check  for  every  two 
dollars  of  private  earnings  up  to  $2700  per  year.  After  that  point  is  reached, 
1  dollar  is  deducted  for  every  dollar  earned  which  in  the  majority  of  the  cases 
stops  any  Social  Security  payments. 

On  the  other  hand,  any  oldster  who  has  income  from  rents,  investment  and 
interest,  can  draw  full  Social  Security  benefits  without  any  penalty. 

Those  reaching  the  age  of  72  also  have  no  limit  on  the  earnings  they  can  make 
in  employment  and  still  receive  their  full  Social  Security  benefit  check. 

This  quirk  in  the  understanding  of  Social  Security  in  operation  has  long 
created  confusion.  In  the  minds  of  many  people,  the  deduction  made  from 
their  pay  checks  and  from  their  employers'  is  considered  Social  Security  in- 
surance, due  largely  to  the  fact  that  when  the  program  was  initiated  the  sponsors 
of  the  legislation  talked  in  terms  of  insurance. 

This  was  clarified  before  the  United  States  Supreme  Court  when  Social  Se- 
curity officials  testified  that  Social  Security  is  not  a  bona  fide  insurance  contract 
and  that  under  the  law  the  Congress  can  end  the  program,  both  payroll  deductions 
and  payments  of  benefits,  at  any  time  it  may  choose  to  do  so. 

The  Social  Security  act  was  passed  in  the  midst  of  the  depression  with  the  then 
belief  that  by  encouraging  older  employes  to  retire,  more  jobs  would  be  opened 
up  for  the  younger  unemployed.  Since  that  time,  however,  the  living  costs  have 
soared  so  that  benefits  paid  do  not  enable  most  oldsters  to  retire  with  any  degree 
of  comfort  without  a  supplemental  income. 

The  only  people  penalized  by  the  present  restrictions  are  those  who  must  work 
to  maintain  an  adequate  scale  of  living.  More  affluent  elders  who  can  supplement 
their  incomes  through  rentals,  dividends,  or  other  means,  continued  to  draw  the 
full  Social  Security  benefit. 

In  addition,  those  over  65  still  working  continue  to  pay  the  Social  Security  de- 
ducted from  their  pay  checks,  while  those  in  better  circumstances,  if  they  desire, 
can  retire  at  62  years  of  age  and  draw  the  full  amount  of  a  slightly  reduced  Social 
Security  benefit  and  pay  no  more  into  the  program,  even  while  enjoying  extensive 
outside  income. 

Commenting  on  the  vote,  Federation  president  C.  Wilson  Harder  says,  "It  is 
about  time  that  the  truth  is  know  about  Social  Security.  The  plain  fact  is  that  no 
one  without  an  investment  income  who  wishes  to  maintain  an  adequate  scale  of 
living,  can  look  forward  to  receiving  any  benefit  from  the  Social  Security  system 
until  reaching  the  age  of  72,  regardless  of  how  much  or  how  many  years,  he  or 
she  has  paid  into  the  fund." 


[From  the  Pittsburgh  Po&t-Gazette,  Aug.  18,  1966] 

Years  Alter  Views  on  Social  Security 

(By  Andrew  Bernhard) 

It  has  been  my  observation  that  when  people  get  on  in  middle  age — say  about 
50 — they  begin  to  take  a  sharper  interest  in  the  Social  Security  system.  In  the 
twenties  and  thirties  old  age  and  retirement  seem  infinitely  far  ahead,  and  Social 
Security  is  just  something  that  is  deducted  from  your  pay  check,  like  the  Federal 
income  tax. 
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Once  you  get  over  the  hill  and  begin  to  slide  down  toward  the  sixties  your 
attitude  changes.  You  begin  to  wonder  whether  you  should  retire  at  62  and  take 
a  somewhat  reduced  Social  Security  payment  or  should  continue  on  the  job  as 
long  as  the  boss  will  keep  you  on  the  payroll. 

You  begin  to  wonder,  too,  about  the  justice  of  paying  full  Social  Security  to  a 
man  of  65  who  has  a  million-dollar  income  from  investments  and  withholding 
such  payments  to  a  salaried  man  who  earns  more  than  $1,500  a  year. 

There  is  now  before  Congress  a  bill  introduced  by  Rep.  Theodore  Kupferman, 
New  York,  known  as  H.R.  14408,  which  would  change  this. 

This  bill  would  eliminate  the  restrictions  now  placed  on  the  amount  that  elder- 
ly citizens  can  earn  without  deductions  in  their  Social  Security  checks. 

I  have  no  doubt  that  all  Americans  over  60  will  favor  the  bill,  but  how  the 
general  voting  public  feels  about  it  is  something  else  again.  One  straw  in  the 
wind  may  be  a  poll  of  the  nation's  independent  business  operators,  taken  by  the 
National  Federation  of  Independent  Business,  Inc.  This  poll,  nationwide,  shows 
68  per  cent  of  its  members  in  favor  of  the  measure,  with  29  per  cent  opposed,  and 
three  per  cent  undecided. 

In  Pennsylvania  the  legislation  was  supported  by  66  per  cent,  opposed  by  31  per 
cent  and  three  per  cent  were  undecided. 

As  the  law  now  stands,  since  amendment  last  year,  anyone  65  years  or  older  up 
to  the  age  of  72  can  earn  in  employment  up  to  $1,500  a  year  without  being  penal- 
ized by  deductions  from  Social  Security  checks.  If  the  earnings  go  over  this,  one 
dollar  is  deducted  from  the  Social  Security  check  for  every  two  dollars  of  private 
earnings  up  to  $2,700  a  year.  After  that  point  is  reached  one  dollar  is  deducted 
for  every  dollar  earned,  which  in  the  majority  of  the  cases  stops  any  Social  Se- 
curity payments. 

On  the  other  hand,  any  oldtimer  who  has  income  from  rents,  investments  and 
interest  can  draw  full  Social  Security  benefits  without  any  penalty,  no  matter 
how  large  his  income. 

When  you  reach  the  age  of  72  there  is  no  limit  on  your  earnings  in  employment. 
You  still  receive  your  full  Social  Security  benefit  check. 

The  Social  Security  Act  was  passed  in  the  Depression,  with  the  belief  that,  by 
encouraging  older  employes  to  retire,  more  jobs  would  be  opened  up  for  the  young- 
er unemployed.  Since  that  time,  however,  living  costs  have  soared  so  that  benefits 
paid  do  not  enable  most  older  citizens  to  retire  with  any  degree  of  comfort  with- 
out a  supplemental  income. 

The  only  persons  penalized  by  the  present  restrictions  are  those  who  must  work 
to  maintain  a  comfortable  standard  of  living.  Their  more  affluent  compatriots 
can  supplement  their  incomes  through  dividends,  rentals,  or  other  sources  and 
continue  to  draw  the  full  Social  Security  benefit. 

And,  you  know  something?  I  find  myself  at  an  age  at  which  I  look  with  favor 
on  Mr.  Kupferman' s  bill. 


[From  the  Erie  (Pa.)  Times,  Aug.  24,  1966] 

Businessmen  Favor  Bill  to  Change  Social  Security 
(By  Les  Lowman) 

Sixty-six  percent  of  independent  business  proprietors  of  Pennsylvania  favor  a 
Congressional  bill  by  Rep.  Theodore  Kupferman,  New  York,  which  would  elim- 
inate the  restrictions  now  placed  on  the  amount  that  elderly  persons  can  earn 
without  having  deductions  made  in  their  Social  Security  checks. 

Thirty-one  per  cent  are  opposed  to  the  measure,  now  before  Congress,  while 
three  percent  are  undecided,  according  to  the  survey  made  recently  by  the  Nation- 
al Federation  of  Independent  Business,  Inc. 

Under  the  current  law,  any  one  sixty-five  years  of  age  or  older  up  to  the  age 
of  seventy-two,  can  earn  up  to  $1,500  per  year  without  being  penalized  by  deduc- 
tions for  Social  Security  checks.  If  the  earnings  go  over  $1,500,  a  dollar  is  de- 
ducted for  every  $2  of  private  earnings  up  to  $2,700  per  year.  After  that  point 
is  reached,  $1  is  deducted  for  every  dollar  earned  which,  in  the  majority  of  cases, 
stops  any  Social  Security  payments. 

On  the  other  hand,  any  oldster  who  has  income  from  rents,  investment  and 
interest,  can  draw  full  Social  Security  benefits  without  any  penalty.  Those 
reaching  the  age  of  seventy-two  also  have  no  limits  on  the  earnings  they  can  make 
in  employment  and  still  receive  the  full  Social  Security  benefit  check. 
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In  the  minds  of  many  people,  Social  Security  is  considered  insurance,  the  way 
in  which  the  sponsors  of  the  legislation  talked  when  it  was  first  introduced  dur- 
ing the  days  of  the  depression  in  the  30's. 

The  U.S.  Supreme  Court  clarified  this  when  Social  Security  officials  testified 
that  Social  Security  is  not  a  bonafied  insurance  contract  and  that  under  the  last 
the  Congress  can  end  the  program,  both  payroll  deductions  and  payments  of  bene- 
fits, at  any  time  it  may  choose  to  do  so. 

Those  who  must  work  to  maintain  an  adequate  scale  of  living  are  the  only 
ones  penalized  by  the  present  restrictions  in  the  Social  Security  setup.  More 
affluent  elders  who  can  supplement  their  incomes  through  rentals,  dividends,  or 
other  means,  continue  to  draw  the  full  Social  Security  benefits. 

In  addition,  those  over  sixty-five  still  working  continue  to  pay  the  Social 
Security  deducted  from  their  pay  checks,  while  those  in  better  circumstances, 
if  they  desire,  can  retire  at  sixty-two  years  of  age  and  draw  the  full  amount 
of  a  slightly  reduced  Social  Security  benefit  and  pay  no  more  into  the  programs, 
even  while  enjoying  extensive  outside  income. 

C.  Wilson  Harder,  president  of  the  Federation,  says  "It  is  about  time  the 
the  truth  is  known  about  Social  Security.  The  plain  fact  is  that  no  one  wishing 
to  maintain  an  adequate  scale  of  living  under  today's  prices  can  look  forward 
to  receiving  any  benefit  from  the  Social  Security  system  until  reaching  the  age 
of  seventy-two,  regardless  of  how  much,  or  how  many  years,  he  or  she  had  paid 
into  the  fund." 

The  Boston-based  United  Business  and  Investment  Service  says  the  carpet 
industry  is  in  a  new  growth  phase  as  a  result  of  dramatic  change  in  the  character 
of  the  business.  Yardage  sales  have  jumped  about  12  per  cent  annually  in  the 
past  decade  and  dollar  sales  have  been  up  about  eight  per  cent  a  year.  Earnings 
have  scored  sharp  advances  in  recent  years  and  dividends  have  also  been 
climbing.  Basic  changes  include  the  major  shift  from  weaving  to  the  tufted 
process.  Tufted  carpets  now  account  for  about  90  per  cent  of  shipments,  with 
an  annual  growth  rate  of  about  20  per  cent  for  the  past  decade. 

Milo  B.  Hopkins,  director  of  Brockway  Glass  Co.,  Inc.,  Brockway,  Pa.,  has 
been  elected  chairman  of  the  corporation's  Finance  committee. 

Hall's  Motor  Transit  Co.,  based  in  Harrisburg  with  representatives  at  2508 
Pittsburgh  ave.,  Erie,  has  embarked  on  a  $10  million  expansion  and  moderniza- 
tion program,  including  the  addition  of  12  new  doors  to  the  Elmira,  N.Y.,  facility. 
Hall's  revenues  and  earnings  of  the  first  six  months  of  1966  were  the  best  in 
the  history  of  the  firm. 

The  B.  C.  Moore  Organization's  67  financial  service  centers  nationwide  wrote 
$25,278,583  in  mutual  fund  business  during  the  first  half  of  1966,  according 
to  Fred  Goldstein,  Erie  resident  manager.  "This  was  in  addition  to  a  very 
substantial  volume  in  other  financial  services,"  he  noted. 


[From  the  Battle  Creek  (Mich.)  Enquirer-News,  Aug.  28,  1966] 

Poll  Favors  Removing  Lid  on  Earnings  of  Elderly 

The  Social  Security  system  should  be  a  bona  fide  insurance  program.  That 
is  the  apparent  majority  opinion  of  the  nation's  independent  business  propri- 
etors. 

This  seems  evidenced  by  the  outcome  of  a  vote  on  a  bill  now  before  the  Con- 
gress by  Rep.  Theodore  Kupferman,  New  York  which  will  eliminate  the  re- 
strictions now  placed  on  the  amount  that  elderly  people  can  earn  without  having 
deductions  made  in  their  Social  Security  checks. 

MICHIGAN'S  FEELINGS 

The  nationwide  poll  conducted  by  the  National  Federation  of  Independent 
Business  shows  68  per  cent  of  the  independent  business  proprietors  favor  this 
measure,  with  29  per  cent  opposed,  and  3  per  cent  undecided. 

In  Michigan  the  legislation  is  supported  by  65  per  cent,  opposed  by  31  per 
cent,  with  4  per  cent  undecided. 

As  the  law  now  stands,  since  amendment  last  year,  anyone  65  years  of  age 
or  older  up  to  the  age  of  72,  can  earn  in  employment  up  to  $1500  per  year  with- 
out being  penalized  by  deductions  from  Social  Security  checks.    If  the  earnings 
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go  over  this,  one  dollar  is  deducted  from  the  Social  Security  check  for  every  two 
dollars  of  private  earnings  up  to  $2700  per  year.  After  that  point  is  reached, 
$1  is  deducted  for  every  dollar  earned  which  in  the  majority  of  the  cases  stops 
any  Social  Security  payments. 

CITE  EXCEPTIONS 

On  the  other  hand,  any  oldster  who  has  income  from  rents,  investment  and 
interest,  can  draw  full  Social  Security  benefits  without  any  penalty. 

Those  reaching  the  age  of  72  have  no  limit  on  the  earnings  they  can  make 
in  employment  and  still  receive  their  full  Social  Security  benefit  check. 

This  quirk  in  the  understanding  of  Social  Security  in  operation  has  long 
created  confusion.  In  the  minds  of  many  people,  the  deductions  made  from 
their  pay  checks  and  from  their  employers  is  considered  Social  Security  insur- 
ance, due  largely  to  the  fact  that  when  the  program  was  initiated  the  sponsors 
of  the  legislation  talked  in  terms  of  insurance. 

This  was  clarified  before  the  United  States  Supreme  Court  when  Social 
Security  officials  testified  that  Social  Security  is  not  a  bona  fide  insurance  con- 
tract and  that  under  the  law  the  Congress  can  end  the  program,  both  payroll 
deductions  and  payments  of  benefits,  at  any  time  it  may  choose  to  do  so. 

DEPRESSION  ACT 

The  Social  Security  act  was  passed  in  the  midst  of  the  depression  with  the 
then  belief  that  by  encouraging  older  employees  to  retire,  more  jobs  would  be 
opened  up  for  the  younger  unemployed.  Since  that  time,  however,  the  living 
costs  have  soared  so  that  benefits  paid  do  not  enable  most  oldsters  to  retire 
with  any  degree  of  comfort  without  a  supplemental  income. 

The  only  people  penalized  by  the  present  restrictions  are  those  who  must 
work  to  maintain  an  adequate  scale  of  living.  More  affluent  elders  who  can 
supplement  their  incomes  through  rentals,  dividends,  or  other  means,  continue 
to  draw  the  full  Social  Security  benefit. 

In  addition,  those  over  65  still  working  continue  to  pay  the  Social  Security 
deducted  from  their  pay  checks,  while  those  in  better  circumstances,  if  they 
desire,  can  retire  at  62  years  of  age  and  draw  the  full  amount  of  a  slightly 
reduced  Social  Security  benefit  and  pay  no  more  into  the  program,  even  while 
enjoying  extensive  outside  income. 

Commenting  on  the  vote,  Federation  president  C.  Wilson  Harder  says,  "It 
is  about  time  that  the  truth  is  known  about  Social  Security.  The  plain  fact 
is  that  no  one,  without  an  investment  income,  who  wishes  to  maintain  an 
adequate  scale  of  living,  can  look  forward  to  receiving  any  benefit  from  the 
Social  Security  system  until  reaching  the  age  of  72,  regardless  of  how  much, 
or  how  many  years,  he  or  she  has  paid  into  the  fund." 

Mr.  Kupferman.  On  that  basis  then  I  will  just  hit  some  of  the 
highlights  that  I  have  in  mind  with  respect  to  this  bill.  I  should  add 
that  it  has  already  been  endorsed,  among  others,  by  the  National 
Federation  of  Independent  Business. 

I  first  introduced  this  bill  in  the  89th  Congress,  following  up  on 
similar  legislation  proposed  by  my  predecessor,  now  mayor  of  the  city 
of  New  York,  the  Honorable  John  V.  Lindsay,  and  the  purpose  of 
my  bill  is  to  eliminate  restrictions  on  outside  income  for  people  who 
are  receiving  social  security,  when  they  are  in  the  retired  class. 

At  the  present  time,  as  you  all  know,  the,  limitation  is  that,  if  you 
earn  $1,500  on  the  outside,  your  social  security  income  is  cut,  and  if 
you  earn  more  than  $2,7 00  it  is  eliminated. 

The  President  has  proposed  what  I  consider  to  be  an  illusory  in- 
crease from  $1,500  to  $1,680  and  from  $2,700  to  $2,880.  The  reason 
I  think  this  is  illusory  is  because  it  has  been  shown  to  us  by  the 
executive  branch  that  they  think  the  poverty  level  in  this  country  is 
$3,000  a  year  and  yet  they  don't  even  cover  it  in  the  amount  that  you 
can  earn  on  the  outside  with  your  social  security,  so  that  the  most  you 
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can  have  at  any  time,  even  under  the  President's  proposal,  is  $2,880. 

Now,  when  social  security  first  went  into  effect  the  theory  of  the 
limitation  was  that  people  would  be  removed  from  the  labor  market 
so  the  younger  people  could  get  the  jobs,  but  I  don't  think  this  any 
longer  applies.  It  is  difficult  to  get  those  who  have  the  skills  to  per- 
form some  of  the  work  that  older  people  do,  and  in  addition,  as 
sociologists  and  psychologists  tell  us,  it  is  not  a  good  idea  for  older 
people  to  be  deprived  of  the  opportunity  of  working,  if  they  desire 
to  be  employed  in  a  gainful  way. 

So  I  commend  to  this  committee  consideration  of  my  bill  to  remove 
these  restrictions. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  We  thank  you,  Mr.  Kupferman,  for  coming  to  the 
committee. 
Any  questions? 
Thank  you,  sir. 

Mr.  Kupferman.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Our  next  witness  is  Walter  P.  Reuther,  president 
of  the  United  Automobile  Workers  of  America.  Mr.  Reuther,  we  are 
pleased  to  have  you  with  the  committee  this  morning.  You  have  ap- 
peared before  us  in  the  past.  You  have  always  been  helpful  to  us  in 
our  deliberations.  We  are  glad  to  have  you  back.  You  are  recognized, 
sir. 

STATEMENT  OF  WALTER,  P.  REUTHER,  PRESIDENT,  UNITED  AUTO 
WORKERS  OF  AMERICA;  ACCOMPANIED  BY  LEONARD  LESSER, 
GENERAL  COUNSEL,  INDUSTRIAL  UNION  DEPARTMENT,  AFL- 
CIO;  AND  MELVIN  GLASSER,  DIRECTOR,  UAW,  SOCIAL  SECURITY 
DEPARTMENT 

Mr.  Reuther.  Thank  you,  Mr.  Chairman.  I  am  very  privileged  to 
have  this  opportunity  of  appearing  before  your  committee. 

The  Chairman.  If  you  want  to,  before  you  start,  identify  those  at 
the  table  with  you,  we  would  appreciate  your  doing  it. 

Mr.  Reuther.  Yes ;  I  shall  do  that.  I  appear  this  morning  as  the 
president  of  UAW  representing  one  and  a  half  million  wage  earners 
in  the  automotive,  agricultural  implement,  and  aerospace  industries 
and  I  am  very  privileged  to  have  with  me  Mr.  Leonard  Lesser,  who  is 
the  general  counsel  of  the  Industrial  Union  Department  of  the  AFL- 
CIO,  with  7  million  members  throughout  American  industry,  and 
Mr.  Melvin  Glasser,  who  is  the  director  of  the  UAW,  Social  Security 
Department. 

The  Chairman.  We  appreciate  having  your  men  with  us  here. 
We  have  had  them  before  the  committee  also  on  occasions  in  the  past. 
We  welcome  you  today. 

Mr.  Reuther.  I  have  a  very  comprehensive  statement  that  I  should 
like  to  put  into  the  record  if  I  may. 

The  Chairman.  Without  objection  the  entire  statement  will  be 
inserted  in  the  record. 

Mr.  Reuther.  I  should  also  like  to  put  in  the  record,  Mr.  Chair- 
man, a  very  brief  resolution  entitled,  "Income  Maintenance"  that 


SOCIAL  SECURITY  AMENDMENTS  OF   1967  1421 


was  adopted  in  December  of  1966  by  the  executive  board  of  the  indus- 
trial union  department,  representing  7  million  wage  earners,  that 
deals  with  this  problem. 

The  Chairman.  Both  of  these  matters  should  follow  your  state- 
ment, I  assume,  in  the  record. 

Mr.  Keuther.  Thank  you. 

The  Chairman.  Without  objection  both  will  appear. 

Mr.  Keuther.  We  were  all  encouraged  by  the  message  that  the 
President  sent  to  the  Congress  dealing  with  the  need  for  providing 
more  adequate  income  for  America's  aged  citizens.  I  think  that  that 
message  underscored  the  magnitude  of  the  unmet  human  needs  that  we 
face  and  I  think  emphasized  the  compelling  urgency  to  do  something 
meaningful  about  this  basic  human  need. 

I  share  the  President's  real  concern  about  problems  of  the  aged  in 
America  and  I  appreciate  the  deep  human  compassion  that  motivates 
him,  but  in  all  good  conscience  I  must  tell  your  committee  that  I  am 
disappointed  that  his  recommendations  were  not  more  adequate  in 
dealing  with  these  unmet  human  needs. 

It  has  been  30  years  since  the  Congress  of  this  great  country  of  ours 
demonstrated  the  wisdom  to  enact  the  social  security  legislation ;  and 
after  30  years,  we  have  failed  to  achieve  the  basic  purposes  of  that  leg- 
islation, which  is  to  provide  those  who  rely  upon  the  benefits  of  our 
social  security  system  adequate  income  so  that  they  can  share  a  meas- 
ure of  economic  security  and  human  dignity  within  the  framework  of 
the  increasing  abundance  that  our  advancing  technology  has  made 
possible. 

It  seems  to  me  that  as  a  nation  we  can't  really  be  serious,  Mr.  Chair- 
man, about  the  abolition  of  human  poverty  in  a  land  of  plenty  so  long 
as  we  commit  millions  of  our  aged  citizens  to  the  benefits  that  are 
wholly  inadequate.  This,  I  think,  puts  them  in  a  position  where  they 
cannot  escape  the  poverty  in  which  they  are  imprisoned. 

We  are  the  richest  nation  in  the  world.  You  must  look  at  the  fact 
that  when  the  original  social  security  legislation  was  enacted  the  gross 
national  product  of  this  country  was  roughly  $73  billion  and  last  year 
it  approximated  $750  billion.  Yet  despite  that  we  are  more  richly 
blessed  than  any  other  nation  in  the  world  in  terms  of  natural  re- 
sources, of  technology,  of  productive  capability,  you  can't  escape  the 
ugly  and  shocking  fact  that  millions  and  millions  of  our  aged  citizens 
are  living  in  a  state  of  abject  poverty. 

Using  the  data  published  in  1964,  23  percent  of  retired  workers 
have  an  income  less  than  $50  per  month,  48  percent  an  income  of  less 
than  $75  per  month,  and  72  percent  with  an  income  of  less  than  $100 
per  month. 

And  then  when  you  look  at  a  retired  worker  and  his  wife  where 
the  wife  is  age  62,  25  percent  have  an  income  of  less  than  $100  per 
month  and  58  percent  less  than  $150  a  month.  Then  when  you  look 
at  the  aged  widows,  23  percent  with  an  income  less  than  $50  a  month, 
53  percent  less  than  $75,  and  only  iy2  percent  of  the  aged  widows  in 
America  have  an  income  more  than  $100  per  month. 

Now,  I  think  that  these  are  shocking,  shameful,  immoral  facts.  If 
a  country  lacks  the  economic  resources  to  satisfy  basic  human  needs 
you  can  sympthize  with  that  country,  but  when  a  country  has  all  of 
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the  economic  resources  necessary  to  abolish  human  poverty  and  to 
satisfy  basic  human  needs  but  lacks  the  sense  of  purpose  and  lacks  the 
will  to  commit  those  resources,  then  I  think  that  that  is  a  shameful, 
immoral  kind  of  national  behavior.  I  believe  that  that  is  where  we 
are  in  America. 

In  1958  and  1965  the  Congress  took  steps  to  increase  social  security 
and  you  made  in  each  of  those  situations  approximately  a  7-percent 
adjustment  in  the  level  of  benefits.  But  what  did  that  really  do? 
Did  that  really  improve  the  economic  position  of  our  older  citizens 
who  rely  upon  social  security  ? 

The  answer  is  it  did  not  because  it  did  not  even  compensate  for  the 
increase  in  the  cost  of  living  since  1954.  Actually  the  reJ.  wage  posi- 
tion and  the  real  earning  position  of  these  workers  has  deteriorated 
despite  the  fact  that  the  Congress  made  two  adjustments  in  that 
period. 

It  is  my  considered  judgment  that  what  is  needed  is  for  Congress 
to  demonstrate  the  good  sense  and  the  courage  to  step  up  and  face 
these  brutal,  ugly  facts  of  life  and  begin  to  try  to  deal  with  this  prob- 
lem realistically. 

We  can't  go  on  patching  up  an  inadequate  system,  putting  a  band- 
aid  here  and  a  bandaid  there  and  using  some  rusty  bailing  wire.  What 
we  need  is  to  face  up  to  the  fact  that  after  30  years  our  social  se- 
curity system  is  not  doing  what  it  was  intended  to  do.  It  seems  to 
me  after  30  years  we  ought  to  recognize  its  basic  inadequacies  and  we 
ought  to  deal  with  those  fundamental  problems. 

It  is  our  sincere  hope  that  the  Congress  will  step  up  to  this  so  that 
America's  aged  citizens  can  begin  to  get  that  increasing  measure  of 
security  and  dignity  to  which  we  believe  they  are  rightfully  entitled 
after  years  of  productive  and  useful  work  and  which  the  economic 
resources  of  an  expanding  economy  with  modern  technology  make 
possible. 

While  we  are  the  richest  country  in  the  world,  we  are  committing 
a  smaller  percentage  of  our  resources  to  this  problem  than  is  any  other 
democratic  industralized  nation  in  the  world. 

I  said  many  times,  Mr.  Chairman,  that  the  two  basic  tests  of  the 
worth  and  the  quality  of  any  society  is  what  does  it  do  to  provide  ade- 
quate educational  opportunities  for  its  children  and  its  youth  to  fa- 
cilitate their  maximum  growth  and  development  as  God  gave  them 
the  capacity  to  do,  and,  secondly,  what  does  a  nation  do  to  provide 
its  older  citizens  with  a  measure  of  economic  security  and  human  dig- 
nity when  they  are  too  old  to  work  but  too  young  to  die.  And  I  say 
that  measured  by  our  resources  we  are  failing  in  both  of  these  essential 
areas. 

That  is  why  I  believe  that  we  need  to  raise  our  sights  and  stop  this 
endless  patchwork  approach  to  social  security  where  we  tinker  over 
here,  we  tinker  over  here,  we  use  a  little  bailing  wire  over  here,  and 
then  we  say,  "Well,  we  fixed  it  up  until  it  catches  up  with  us  the  next 
time." 

We  have  to  recognize  that  the  system  has  basic  weaknesses  and  we 
have  to  overcome  those  basic  weaknesses,  and  it  is  to  this  end  that 
I  would  Hke  to  make  these  specific  recommendations. 
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First,  we  believe  that  we  ought  to  provide  a  guaranteed  minimum 
monthly  benefit  for  every  retired  worker  at  age  65  of  $100  per  month 
and  for  each  couple  at  age  65  $150  per  month. 

Second,  we  propose  an  immediate  50-percent  increase  in  current 
and  prospective,  social  security  benefits.  I  am  told  that  the  average 
benefit  currently  is  roughly  $84.12  a  month.  If  you  had  a  50-percent 
increase  you  would  not  be  providing  America's  older  citizens  a  fabu- 
lous income.  They  would  get  $126  for  retired  worker  age  65  and 
roughly  $200  for  a  couple  and  when  you  measure  this  against  what 
the  experts  tell  you  represents  the  minimum  income  to  be  above  the 
poverty  level  these  figures  are  not  excessive. 

Third,  we  believe  that  we  need  to  broaden  the  covered  earning  base. 
When  social  security  was  begun  30-odd  years  ago  we  used  a  95 -per- 
cent base  of  the  earnings.  The  base  at  that  time  was  $3,000.  If  we 
are  now  to  translate  that  original  concept  into  the  present  wage  struc- 
ture and  earning  base  it  will  require  $15,000;  and  we  recommend  that 
we  in  meaningful  steps  at  an  early  date  achieve  that  level  of  covered 
earnings. 

Now,  if  you  take  what  the  highest  yield  of  that  $15,000  would  give 
you  in  benefits,  it  will  still  yield  at  the  maximum  only  31  percent  of 
the  earnings  of  the  worker  covered.  If  we  are  really  going  to  provide 
adequate  income  security,  then  certainly  these  figures  are  not  out  of 
line. 

Fourth,  wTe  would  recommend  that  we  provide  a  mechanism  built 
into  the  social  security  system  for  the  automatic  adjustment  of  cost 
of  living.  I  am  proud  that  I  represent  roughly  a  million  and  a  half 
wage  earners  and,  with  the  exception  of  a  very  small  minority,  they 
all  enjoy  a  cost-of-living  clause  and  when  inflation  erodes  their  real 
wage  position,  they  get  quarterly  adjustment  in  their  wages  to  com- 
pensate for  that. 

They  also  have  built  into  their  contract  an  annual  wage  improve- 
ment clause  which  says  that  they  have  a  right  as  a  wage  earner  to 
share  in  the  fruits  of  developing  technology  by  an  improvement  in 
their  living  standards. 

We  believe  that  both  of  these  concepts  ought  to  be  built  into  the 
social  security  system  so  that  if  there  are  forces  beyond  the  control  of 
an  older  citizen  that  erodes  his  income,  that  erosion  will  be  offset  by  a 
cost-of-living  adjustment.  Then  in  addition  to  that,  the  older  citizens 
ought  to  be  able  to  share  in  the  fruits  of  our  developing  technology  so 
that  as  the  tools  of  production  become  more  productive  our  older  citi- 
zens can  share  in  the  good  life  made  possible  by  the  improved  technol- 
ogy. But  we  should  not  take  a  cost-of-living  adjustment  as  a  substi- 
tute for  a  basic  revision  and  improvement  in  the  social  security  benefit 
structure. 

Fifth,  we  would  recommend  providing  elderly  widows  a  benefit 
equal  to  100  percent  of  what  their  deceased  husband  would  be  en- 
titled to. 

Sixth,  we  would  recommend  that  the  level  of  benefits  be  computed 
based  upon  the  highest  10  years  of  earnings.  One  of  the  great  trage- 
dies in  America  is  that  progress  requires  change.  The  American  labor 
movement  is  committed  in  large  measure  to  accepting  new  technology. 
We  want  the  best  tools  that  science  and  technology  can  provide,  but 
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that  means  change.  That  means  an  industry  becomes  technologically 
obsolete  and  a  worker  who  may  have  been  there  20  years  is  left  behind. 

I  am  for  doing  everything  we  can  to  give  those  workers  new  skills 
and  to  find  meaningful  employment  opportunities  for  them  in  the 
work  force,  but  there  are  cases  where  that  is  not  possible.  They  get 
lost  and  they  get  left  behind  and  they  not  only  lose  their  job  and  all 
the  things  that  flow  from  the  opportunity  of  a  meaningful  employ- 
ment opportunity,  but  they  are  then  penalized  in  their  social  security 
benefits  because  their  wage  record  has  eroded.  I  believe  that  that  is 
wrong. 

It  is  unsound  social  policy.  And,  therefore,  we  recommend  that 
their  benefits  be  computed  based  upon  their  highest  10  years  of 
earnings. 

Now,  the  question  always  arises,  and  rightfully  so,  when  one  talks 
about  a  basic  change  and  improvement  in  the  amount  of  security  and 
dignity  that  we  provide  for  older  citizens,  who  is  going  to  pay  for  it  ? 

There  are  no  economic  Santa  Clauses.  You  can  only  have  more  of 
the  good  things  of  life,  you  can  only  enjoy  a  higher  living  standard, 
as  we  work  together  in  a  free  society  to  make  a  more  rational  and  re- 
sponsible use  of  the  new  tools  of  science  and  technology  and  create 
greater  abundance  and  learn  to  share  that  abundance,  so  we  have  to 
pay  for  these  things. 

I  believe  that  one  of  the  things  that  we  need  to  recognize  is  that  we 
will  never  build  an  adequate  social  security  structure  so  long  as  we 
rely  exclusively  for  the  financing  of  that  structure  upon  the  payroll 
tax.  We  are  one  of  the  few  free  and  democratic  countries  in  the 
world  where  we  have  tried  to  place  the  total  burden  of  the  cost  of 
social  insurance  upon  a  payroll  tax.  It  seems  to  me  that  the  only  ra- 
tional, and  responsible,  and  equitable  way  to  do  this  job  is  to  have  a 
three-way  sharing  of  the  cost  of  this  program  so  that  the  wage 
earner,  and  the  employer,  and  general  revenue  of  the  Federal  Gov- 
ernment all  carry  an  equal  share. 

If  we  continue  with  sole  and  exclusive  reliance  upon  the  payroll  tax 
we  are  more  and  more  going  to  be  confronted  with  the  problem  where 
we  must  choose  between  continuing  to  neglect  the  basic  needs  of  our 
older  citizens  or,  on  the  other  hand,  being  required  to  put  an  increasing 
burden  upon  the  payroll  tax  of  younger  workers  who  have  their  own 
problems  raising  their  own  families  and  wrestling  with  all  that  that 
entails. 

I  contend  that  the  choice  should  not  be  between  those  two  alterna- 
tives, neglect  of  the  older  people  or  putting  an  undue  burden  upon  the 
payroll  tax  of  younger  workers.  I  believe  that  we  can  meet  both  of 
those  problems  by  the  Federal  Government  stepping  up  to  this  respon- 
sibility and  being  willing  to  share  one-third  of  the  cost  out  of  general 
revenue.  I  urge  you  in  all  sincerity,  Mr.  Chairman,  that  your  com- 
mittee, as  you  wrestle  with  this  very  serious  problem  look  at  this 
issue  and  don't  postpone  making  the  decision. 

The  time  to  do  this  is  now.  I  am  aware,  as  one  American,  that  we 
have  heavy  commitments  in  the  world.  I  know  that  the  burden  of 
defending  freedom  is  a  heavy  burden.  I  know  that  because  we  are< 
the  strongest  of  the  free  nations  of  the  world,  we  have  to  carry  a  very 
large  portion  and  sometimes  perhaps  a  larger  portion  of  that  burden 
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of  defending  our  common  freedom  than  we  should  be  asked  to  carry. 

I  am  aware  of  all  these  things.  But  I  say  America  cannot,  in  moral 
conscience,  say  to  the  old,  and  the  sick,  and  those  least  able  to  meet 
their  own  needs,  "You  have  to  pay  for  the  cost  of  defending  freedom." 

I  believe  that  we  can  meet  the  cost  of  defending  freedom  in  the 
world  and  at  the  same  time  meet  these  basic  economic  and  social  re- 
sponsibilities to  our  people  at  home.  We  have  the  resources.  This 
Nation  has  never  fully  mobilized  its  economic  potential  in  peacetime. 
We  have  wasted  tremendous  economic  potential  both  in  material  and 
human  resources.  What  we  have  to  do  is  say  to  ourselves  that  there 
is  enough  genius,  there  is  enough  will,  there  is  enough  capability  in 
America  to  take  on  the  burden  of  defending  freedom  in  the  world 
without  neglecting  our  responsibilities  at  home. 

This  is  why  we  recommend,  Mr.  Chairman,  that  we  face  up  to  the 
basic  problem  that  you  can't  provide  an  adequate  system  of  social 
insurance  and  meet  the  complex  problems  of  a  highly  industrialized 
society  in  the  20th  century  and  expect  to  do  that  by  a  constant  pyra- 
miding of  the  payroll  tax  burden. 

No  other  country,  with  few  exceptions,  has  been  able  to  do  it,  and 
we  need  at  this  juncture  to  make  that  basic  policy  decision. 

Now,  we  are  not  going  to  get  where  we  ought  to  be  overnight,  but 
we  ought  to  make  the  policy  decision  and  then  we  ought  to  move  in 
stages  to  get  ourselves  in  a  position  where  the  cost  of  this  social  insur- 
ance is  essentially  shared  on  an  equal  basis  between  the  worker,  the 
employer,  and  the  Federal  revenue. 

I  should  like  briefly,  also,  to  make  some  specific  recommendations 
with  respect  to  medicare. 

We  consider  the  enactment  of  the  medicare  legislation  one  of  the 
great  historic  milestones  in  the  efforts  of  this  free  and  democratic 
Nation  of  ours  to  finance  these  basic  human  problems.  All  of  us,  and 
certainly,  Mr.  Chairman,  the  members  of  your  committee,  who  worked 
to  make  this  legislation  possible,  have  a  right  to  be  very  proud  of  the 
contribution  that  you  made.  WTiile  we  share  in  that  pride,  I  believe 
that  we  need  to  recognize  this  legislation  does  have  some  serious  defi- 
ciencies and  shortcomings  which  we  must  work  together  to  overcome. 

When  you  look  at  the  fact  that  presently,  not  more  than  40  to  60 
percent  of  the  total  hospital  medical  bill  is  covered,  this  leaves  a  large 
gap  which  I  believe  is  beyond  the  financial  capability  of  the  great 
majority  of  America's  aged  citizens  to  meet. 

We,  therefore,  recommend,  No.  1,  that  we  eliminate  the  coinsur- 
ance and  deductible  features  of  both  part  A  and  part  B  of  that 
legislation. 

Now,  we  understand  why  the  coinsurance  and  the  deductibles  were 
written  in.  Essentially,  they  were  to  provide  a  mechanism  for  con- 
trolling cost  and  abuses.  We  know  that  that  is  a  problem  that  you 
can't  just  sweep  under  the  rug  because  it  is  a  difficult  problem.  It  has 
to  be  faced. 

But  the  way  to  deal  with  that  problem  is  not  to  put  the  greatest 
financial  burden  upon  the  people  whose  needs  are  the  greatest  and 
whose  resources  are  the  least  adequate  to  meet  their  needs. 

What  we  need  to  do  is  to  find  a  way  to  build  into  the  structure 
more  rational  and  more  responsible  and  more  workable  control 
mechanisms. 
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Our  second  recommendation  is  that  we  believe  we  should  extend 
the  90-day  period  for  hospitalization  to  365  days.  The  membership 
of  my  union  have  medical  insurance  365  days.  When  we  talked  about 
this  originally  at  the  bargaining  table,  there  were  all  kinds  of  con- 
cern about  what  this  would  mean,  but  we  know  what  happens.  Only 
3  percent  stay  in  the  hospital  beyond  the  90  days. 

Now,  they  don't  stay  there  because  they  prefer  that  to  being  home. 
They  are  there  because  the  physician  has  made  a  medical  judgment 
that  they  need  to  be  there,  and  why  should  we  arbitrarily  on  the  91st 
day  cut  off  the  protection  that  people  have  if  their  medical  needs  re- 
quire their  being  there  beyond  the  90  days.  We  believe  that  this  is  an 
arbitrary  thing  and  what  it  does,  in  effect,  is  it  puts  a  dollar  sign  and 
a  calendar  date  as  a  barrier  to  access  to  adequate  medical  care. 

Thirdly,  we  would  recommend  very  strongly  that  we  abolish  this 
nonsensical  concept  that  you  can  only  get  access  to  an  extended-care 
home  by  first  being  in  a  hospital  for  3  days.  In  our  medical  care  pro- 
gram you  can  go  from  the  hospital  to  the  extended-care  home,  or  you 
can  go  from  your  home.  Otherwise,  what  happens  is  the  doctors  put 
people  in  a  hospital  who  don't  need  to  be  there  because  that  is  the  only 
way  they  can  get  entrance  to  the  extended-care  facility,  and  this  is  a 
built-in  pyramiding  cost  factor.    It  is  absolutely  ridiculous. 

We  have  had  situations  where  people  were  waiting  to  go  from  their 
home  directly  into  the  extended  care  and  under  this  system  the  doctor 
said,  "I  can't  do  that  for  you."  So  he  put  the  person  in  the  hospital, 
but  they  don't  stay  for  3  days  because  the  whole  routine  upsets  them  so 
much  emotionally.  The  doctor  said,  "I  have  to  keep  you  there  a  week 
so  you  get  back  to  normal  and  then  I  will  transfer  you  to  an  extended- 
care  home."  What  you  have  is  a  week  of  unnecessary  hospitalization 
cost  that  you  build  into  the  system  because  of  this  kind  of  rigid,  un- 
realistic procedure. 

Fourthly,  and  I  think  this  is  a  very  important  matter  of  public 
policy,  we  raised  very  serious  doubts  at  the  time  of  the  enactment  of 
the  medicare  legislation  of  the  Government  designating  the  agency 
that  was  to  provide  the  service  as  the  administrative  agency. 

Now,  we  don't  question  their  integrity  or  the  motivation.  We  just 
don't  think  that  is  sound  policy  because  we  think  that  that  is  a  built-in, 
cost-pyramiding  approach.  We  have  had  actual  experiences  where 
private  insurance  carriers  have  competed  with  the  Blue  Cross  group 
and  the  private  carriers  said,  "You  designate  us  as  the  administrator 
and  we  will  be  more  lenient  and  more  liberal  in  paying  you  off." 

There  is  a  built-in  conflict  of  interest  here  that  we  think  pyramids 
cost  and  which  we  think  is  contrary  to  sound  public  policy.  We  recom- 
mend that  the  State  department  of  health  wherever  they  meet  basic 
minimum  standards  be  given  the  administrative  responsibility,  and 
where  a  State  department  of  health  does  not  meet  basic  minimum 
standards  that  the  Federal  agency  assume  that  administrative 
responsibility. 

We  believe  that  this  will  give  us  better  cost  control,  and  something 
just  as  important,  and  that  is  quality  control.  You  can  have  bargain- 
basement  arrangements  when  you  are  buying  consumer  goods,  if  that 
is  what  you  choose  to  do,  but  no  American,  where  his  life  and  his  very 
well  being  is  at  stake,  should  be  denied  anything  less  than  high-quality 
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medical  care.  Therefore,  we  need  cost  control  and  we  need  quality 
control. 

Mr.  Chairman,  we  are  deeply  concerned  about  the  pyramiding  cost 
in  medical  services.  When  you  look  at  the  fact  that  in  1966  the  cost 
of  health  services  rose  twice  as  fast  as  the  general  BLS  consumer  index. 
When  you  look  at  the  fact  that  physician's  fees  went  up  two  and  a  half 
times  faster  than  the  general  cost  of  living  index  and  that  hospital 
services  went  up  five  times  faster,  I  think  we  all  must  recognize  that 
if  that  trend  continues  it  is  going  to  put  in  jeopardy  the  whole  pro- 
gram. It  is  going  to  put  upon  the  backs  of  all  of  the  American  people, 
those  covered  and  those  on  the  outside,  increasing  economic  costs. 

NowT,  I  know  that  one  of  the  factors  accounting  for  the  increase  in 
the  cost  of  hospital  services  is  the  fact  that  millions  of  exploited  and 
underpaid  hospital  workers,  whether  they  are  emptying  bedpans  or 
doing  many  of  the  other  jobs  that  are  done  in  hospitals,  have  been 
subsidizing  the  health  care  of  the  American  people  for  many  years. 
We  have  no  moral  right  to  ask  them  to  deny  their  children  the  kind 
of  education  they  should  have  and  the  other  things  that  they  have  a 
right  to  share  just  because  our  society  wants  them  to  go  on  subsidizing 
our  health  service  by  denying  them  an  adequate  income. 

I  believe  that  we  have  to  find  the  answers  to  this  problem  of  the 
pyramiding  cost  of  health  services  not  by  denying  a  living  wage  to 
workers  who  are  working  in  the  hospitals,  but  by  dealing  with  the 
basic  problems.  And  what  are  they?  They  are,  No.  1,  overutiliza- 
tion.  It  is  built  into  the  system.  A  worker  is  covered  by  Blue  Cross- 
Blue  Shield,  so  he  goes  to  his  doctor  and  the  doctor  says — 

You  need  a  bunch  of  X-rays.  If  you  have  them  done  outside  the  hospital  it 
will  cost  you  $80  because  you  are  not  covered,  but  if  I  put  you  in  a  hospital  for 
a  week  you  can  have  them  covered  by  your  hospital  insurance. 

That  worker  doesn't  have  to  be  in  the  hospital,  but  he  is  put  in  the 
hospital  in  order  to  get  coverage.  And  some  of  that  is  built  into  the 
medicare  program.  There  is  generally  overutilization  of  hospital  beds 
and  when  the  cost  goes  up  $45,  $50  in  some  areas  $60  a  day,  every  time 
you  put  a  person  in  a  hospital  bed  who  needs  not  be  there,  whose  med- 
ical needs  can  be  satisfied  without  hospitalization,  you  are  building  an 
unnecessary  cost  into  the  overall  program. 

I  have  the  privilege,  Mr.  Chairman,  of  being  the  president  of  what 
is  called  the  Community  Health  Association  in  Detroit.  We  are  cur- 
rently covering  roughly  75,000  people  and  we  provide  comprehensive 
prepaid  medical  care,  everything.  The  total  medical  program  is  cov- 
ered. We  are  providing  very  comprehensive  high  quality  medical  care. 
And  what  is  our  utilization  of  beds  compared  to  the  average  in  the 
United,  States?  It  is  50  percent.  We  have  roughly  700  hospital 
idays  per  1,000  participants,  and  that  generally  is  the  figure  of 
the  Kaiser  plan  on  the  west  coast,  HIP  in  New  York  and  our  CHA 
in  Detroit.  The  average  elsewhere  is  1,400  hospital  days  per  1,000. 

When  you  have  a  2  to  1  ratio  and  you  translate  that  into  $50  or 
$60  a  day  then  you  begin  to  understand  these  costs.  If  you  look  at 
the  number  of  operations  that  we  have  as  compared  to  the  number  in 
the  average,  one  would  conclude  that  a  lot  of  people  in  America  are 
being  opened  up  unnecessarily  in  the  hospital  operating  rooms  of 
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America.  We  have  got  to  begin  to  deal  with  the  built-in  excessive 
utilization  and  overservicing  because  these  are  the  sources  I  believe 
of  our  pyramiding  cost. 

We  should  also  like  to  recommend,  Mr.  Chairman,  that  provisions 
be  made  to  encourage  the  development  of  group  practice  prepaid  pro- 
grams because  they  are  the  way  to  begin  to  give  people  comprehen- 
sive high  quality  medical  care  at  the  lowest  possible  cost,  because 
they  are  built  essentially  around  the  principle  of  keeping  people 
healthy  and  not  waiting  until  they  get  sick  so  that  they  can  be  charged 
for  their  ailments. 

We  have  in  our  proposal  the  specifics  of  how  we  think  that  ought  to 
be  done. 

Six,  we  urge  that  coverage  of  all  prescription  drugs  outside  the 
hospital  be  built  into  the  program.  If  we  pay  for  drugs  in  the  hospital 
because  the  people  who  need  them  can't  afford  them,  by  what  logic  do 
we  draw  the  line  when  that  same  person  goes  home?  We  ought  to 
provide  the  drugs  at  that  same  point. 

Seventh,  and  this  I  recognize  is  a  political  hot  potato.  But  I  think 
that  if  we  are  going  to  solve  the  basic  problems  then  we  have  to  deal 
not  only  with  the  easy  ones,  but  the  difficult  ones.  Anybody  can  find 
the  answers  to  the  easy  problems.  The  challenge  to  our  free  society 
is  whether  we  have  the  kind  of  national  sense  of  purpose  and  the 
moral  courage  to  deal  with  the  tough  ones ;  and  one  of  the  tough  ones 
is  the  fact  that  50  percent  almost  of  all  the  doctors  in  America  par- 
ticipating in  the  medicare  program  are  not  accepting  assignment. 

It  is  a  strange  thing.  Yet  the  head  of  one  of  the  doctor  groups  says 
he  thinks  it  will  go  to  90  percent,  which  means  the  problem  will  even 
compound  itself.  Why  is  it  that  a  doctor  who  for  years  accepted  Blue 
Shield  payment  now  isn't  willing  to  take  the  same  approach  in  rela- 
tionship to  the  medicare  program,  the  same  basic  relationship. 

I  think  that  many  retired  workers  are  worse  off  under  medicare. 
UAW  members  in  many  cases  are  because  we  were  covered  by  rela- 
tively comprehensive  Blue  Cross  Blue  Shield  programs,  and  other 
programs  of  that  description,  under  which  we  had  a  large  measure  of 
cooperation  from  the  doctors.  Yet  now  some  of  these  doctors  draw 
the  line,  say  no.  I  have  great  respect  for  the  medical  profession. 
They  saved  my  life  when  I  was  shot  in  1948  and  I  have  always  been 
grateful  for  that.  I  have  great  respect  for  their  competence  and  for 
their  commitment,  but  I  am  shocked  by  the  kind  of  attitude  that  is 
reflected  in  the  statement  that  a  UAW  member  got  in  Peoria,  111. 
Here  is  what  this  doctor  sent  in  a  letter  to  this  worker  and  I  quote : 

I  am  not  a  Government  doctor.  I  do  not  practice  socialized  medicine.  All 
transactions  with  medicare  shall  be  between  you  and  this  Federal  system  of 
socialized  medicine.  When  you  have  settled  your  account  in  full  with  me  I  will 
provide  you  with  a  receipt  which  you  may  use  to  collect  whatever  amount  the 
Federal  dictatorship  considers  is  due  you.  Service  charges  of  one  and  a  half 
percent  per  month  will  be  added  to  overdue  accounts. 

Here  is  a  situation  where  a  worker  goes  to  a  doctor  and  that  doctor 
says — 

I  want  you  to  pay  me  directly  and  after  you  have  come  up  with  the  money 
I  will  give  you  the  receipt  and  you  can  try  to  collect  it  from  Uncle  Sam. 

We  have  established,  Mr.  Chairman,  25  social  security  counseling 
centers  in  19  cities  throughout  this  country.    We  are  manning  those 
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on  5-day  week  basis  and  thousands  of  retired  workers  are  coming  in. 
Not  only  UAW  members  but  all  kinds  of  citizens  are  coming  in,  be- 
cause we  have  advertised  in  the  papers  and  on  the  radio  that  this 
counseling  service  is  available  to  any  member  of  the  community.  The 
stories  that  we  are  getting  directly  from  these  older  people  are  rather 
sad  and  rather  shocking,  and  we  believe  that  we  have  to  face  up  to 
this  problem  of  telling  the  doctors  in  America,  "Look,  we  know  you 
weren't  happy  about  this  legislation,  but  it  is  the  law  of  this  land." 
The  labor  movement  is  unhappy  about  many  things  that  Congress 
does,  but  I  believe  that  we  are  obligated  to  live  by  the  laws  of  this 
country  and  use  the  due  processes  that  we  have  access  to  to  try  to 
change  those  laws. 
We  ought  to  say  to  the  doctors  : 

If  you  want  to  participate  in  medicare  then  you  have  to  accept  assignment 
and  if  you  won't  accept  assignment  then  you  in  effect  have  decided  not  to  par- 
ticipate, but  you  can't  be  half  in  and  get  all  the  increases  in  your  income  with- 
out meeting  the  essential  minimum  obligations  that  participation  ought  to  entail. 

Finally,  we  should  like  to  recommend  that  there  be  established  a 
National  Advisory  Health  Council.  There  are  now  three  advisory 
groups  in  this  structure,  each  with  fragmented  areas  of  responsibility. 
We  believe  that  we  ought  to  have  in  place  of  those  three  dispersed  ad- 
visory groups  a  single  unified  advisory  health  council  represented  by 
the  professions  and  by  the  consumers.  Then  both  groups  who  have  to 
deal  with  the  problems  of  providing  care,  whether  they  be  doctors  or 
hospital  administrators,  and  the  consumers,  can  jointly  work  together 
in  dealing  with  the  problems  that  will  flow  from  any  plan  of  this 
kind  and  work  to  try  to  find  ways  of  making  recommendations  to  im- 
prove the  program  so  that  we  can  move  on  and  find  better  answers  to 
the  problems  of  our  aged  citizens  in  the  broad  area  of  health  services. 

So,  Mr.  Chairman,  really  what  we  are  trying  to  say  is  that  we  re- 
spectfully urge  that  the  Congress  in  1967  when  you  open  your  discus- 
sions on  social  security  put  an  end  to  the  tinkering  and  the  patch- 
work. After  30  years  we  aren't  even  where  we  started  relative  to  the 
GNP  and  relative  to  our  resources.  Instead  of  going  on  with  the  old 
patchwork  approach,  we  should  move  boldly  to  translate  our  social 
security  system  into  the  kind  of  adequate  structure  so  that  America's 
aged  citizens  can  have  that  fuller  measure  of  economic  security  and 
human  dignity  that  the  20th  century  technological  revolution  makes 
possible. 

Why  shouldn't  America's  older  citizens  have  a  right  to  share  in  the 
increasing  affluence  of  our  society  and  in  the  increasing  abundance  ? 

We  believe  that  only  a  basic  revision  of  our  social  security  system 
will  make  that  possible.  As  one  American  I  share  the  view  that  his- 
tory will  judge  up,  Mr.  Chairman,  not  by  our  technical  capability  to 
put  a  man  on  the  moon,  although  I  am  in  favor  of  that  effort.  I  think 
that  they  will  judge  the  worth  and  the  quality  and  the  sense  of  na- 
tional purpose  of  our  great  country  more  by  what  we  do  to  translate 
our  wealth  and  our  productive  genius  into  practical  human  terms. 
And  one  of  those  human  terms  is  providing  America's  aged  citizens 
with  a  fuller  measure  of  security  and  dignity  so  that  they  may  share 
the  blessings  and  abundance,  so  that  they  may  be  full  economic  citizens, 
not  only  in  the  productive  years  of  their  lives,  but  in  their  autumn 
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years.  They  ought  to  be  sharing  all  the  things  that  a  free  society 
which  believes  in  the  worth  and  the  dignity  of  each  human  person  can 
make  available  for  all  to  share  in. 

It  is  our  plea  to  put  away  the  bailing  wire  and  the  band  aids  and  to 
make  a  fundamental  approach  necessary  to  make  our  social  security 
system  adequate  to  the  needs  of  our  people  in  a  20th  century  tech- 
nological society. 

Thank  you. 

(The  statement  referred  to  follows :) 

Statement  of  Walter  P.  Reuthee,  Pbesident  of  the  International  Union, 
United  Automobile,  Aerospace  &  Agricultural  Implement  Workers  of 
America-UAW 

My  name  is  Walter  P.  Reuther,  I  am  President  of  the  International  Union, 
United  Automobile,  Aerospace  &  Agricultural  Implement  Workers  of  America 
(UAW) .  My  organization  is  grateful  for  the  opportunity  to  present  its  views  on 
the  prospective  Social  Security  legislation,  H.R.  5710. 

Because  of  the  broad  scope  of  the  present  hearings  I  have  divided  my  state- 
ment into  two  parts,  the  first  is  concerned  with  the  need  for  substantial  revisions 
and  improvements  to  the  present  cash  insurance  benefit  program  under  the  Social 
Security  Act.  The  second  part  contains  a  presentation  of  our  views  respecting 
certain  changes  and  improvements  we  feel  would  be  desirable  in  Title  XVIII 
(Medicare)  and  Title  XIX  of  the  Social  Security  Act. 

summary 

I.  Income  maintenance  programs 

Monthly  cash  insurance  benefits  paid  under  Title  II  of  the  Social  Security  Act 
are  the  major  source  of  income  for  most  of  the  23  million  Americans  now  on 
the  benefit  rolls.  But  from  the  inception  of  the  program  to  the  present  time, 
benefits  have  been  chronically  inadequate.  While  we  have  made  considerable 
progress  towards  achieving  nearly  universal  coverage  for  the  working  popula- 
tion and  broadening  the  scope  of  the  program,  we  have  failed  in  spite  of  repeated 
liberalizations,  to  provide  sufficient  retirement  income  to  permit  the  security  and 
dignity  to  which  American  workers  are  entitled  after  a  lifetime  of  work.  The 
result  is  that  millions  of  older  persons  are  living  in  poverty. 

Members  of  the  UAW  and  their  leaders  believe  that  a  free  and  abundant 
economy  can  provide  more  than  existence  at  the  bare  margins  of  subsistence  for 
workers  ceasing  active  employment  because  of  old  age  or  disability  and  for 
their  families  and  survivors.  The  goal  of  our  Social  Security  system  should  be 
to  assure  wage  earners  upon  retirement  of  income  from  the  public  program 
equivalent  to  at  least  two-thirds  of  average  covered  earnings  in  the  years  before 
leaving  the  work  force,  with  regular  adjustments  in  benefits  to  reflect  changing 
economic  conditions.  Such  a  program  supplemented  by  private  group  pension 
plans,  would  assure  a  standard  of  comfort,  decency  and  diginity  which  workers 
in  America  have  a  right  to  expect. 

Important  new  measures  are  required  now  to  achieve  practical  improvements 
in  Social  Security  programs.  Accordingly  the  UAW,  in  behalf  of  more  than 
one  and  a  half  million  members  and  their  families  recommends  the  enactment 
of  the  following  program  by  this  Congress. 

1.  Guaranteed  minimum  monthly  benefits  as  follows: 

(a)  $100  for  a  worker  retiring  at  age  65. 

( b )  $100  for  a  disabled  worker. 

(o)  $150  for  an  elderly  couple,  both  age  65  or  over. 

2.  An  immediate  increase  of  not  less  than  50%  in  current  and  prospective 
benefit  payments  applicable  throughout  the  range  of  covered  earnings. 

3.  An  increase,  by  means  of  several  broad  annual  steps,  in  the  contributions — 
covered  earnings  base  to  $15,000. 

4.  An  exemption  from  the  payroll  tax  for  the  first  $600  of  covered  earnings. 

5.  Provision  for  automatic  adjustments  in  benefit  payment  to  reflect  not  only 
upward  changes  in  consumer  prices  but  also  to  enable  beneficiaries  to  share  in 
the  growth  of  the  American  economy  as  evidenced  by  advances  in  real  wages 
and  improved  living  standards. 
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6.  Increased  benefits  for  an  elderly  widow  payable  on  the  basis  of  100%  of 
her  deceased  husband's  entitlement. 

7.  Measures  to  protect  benefit  levels  of  early  retirees  and  workers  who  have 
suffered  prolonged  periods  of  involuntary  unemployment  and  to  provide  benefits 
for  all  workers  reasonably  related  to  preretirement  earnings  by  providing  for 
the  computation  of  income  benefits  on  the  basis  of  the  ten  years  of  highest 
earnings.  ,  .  ., 

8.  An  immediate  Federal  Government  contribution  to  the  Social  Security 
Trust  Funds  from  general  tax  revenues  and  subsequent  contributions  from  gen- 
eral revenues  on  a  gradually  increasing  basis,  ultimately  suflicient  to  provide 
an  approximately  equal  sharing  of  costs  among  workers,  employers  and  govern- 
ment. ,  .  , 

9.  The  specific  recommendations  of  President  Johnson  to  increase  the  special 
benefits  payable  to  persons  over  age  72,  to  pay  these  special  benefits  to  an  addi- 
tional 200,000  persons,  to  provide  benefits  for  disabled  widows  under  age  02, 
to  cover  500,000  more  farm  workers  now  excluded  and  to  apply  federal  service 
towards  Social  Security  credits  for  government  workers  ineligible  for  Civil 
Service  benefits. 

II.  Proposals  for  Medicare  Improvements 

The  adoption  and  subsequent  implementation  of  Title  XVIII  of  the  Social 
Security  Act  (Medicare)  are  proud  achievements  of  recent  U.S.  history. 

Medicare  has  enhanced  the  economic  security  and  human  dignity  of  millions 
of  older  Americans  by  establishing  as  public  policy  their  right  of  access  without 
the  humiliating  means  test,  to  modern  health  services  under  a  publicly  sponsored 
health  insurance  program. 

For  all  its  great  value,  Medicare  in  its  present  form,  however,  falls  short  of 
providing  a  truly  adequate,  comprehensive  program.  To  correct  existing  de- 
ficiencies, the  UAW  also  proposes  the  following  revisions  in  the  Medicare 
program : 

1.  Elimination  of  present  coinsurance  and  deductible  requirements  from  both 
Part  A  and  Part  B.  This  would  provide  full  inpatient  hospital  services,  full 
hospital  outpatient  diagnostic  services,  no  patient  payment  in  extended  care 
facilities  under  Part  A  and  the  entire  reasonable  cost  of  services  under  Part 
B,  including  out-of -hospital  psychiatric  services. 

2.  Extension  of  90  day  time  limit  on  inpatient  hospital  stay  to  *a  maximum  of 
365  days  and  removal  of  time  and  dollar  limits  on  care  for  mental  illness. 

3.  Provide  for  reimbursement  under  Part  A  of  both  the  technical  and  profes- 
sional costs  of  services  rendered  by  hospital  based  physicians. 

4.  Permit  admission  to  extended  care  facilities  either  from  a  hospital  or  di- 
rectly from  a  patient's  home  upon  certification  by  a  physician  and  extend  the 
maximum  period  of  care  in  such  facilities  to  a  substantially  more  liberal  period. 

5.  Turn  administrative  responsibilities  of  the  private  and  non-profit  insurance 
carriers  to  state  health  departments. 

6.  Establish  utilization  review  programs,  similar  to  those  in  operation  under 
Part  A,  under  Part  B  at  state  and  local  levels. 

7.  Provide  for  reimbursement  of  group  practice  plans  for  services  to  Medicare 
beneficiaries  on  a  more  equitable  basis  to  reflect  average  per  capita  costs  under 
Medicare  in  the  area  served  by  the  plan. 

8.  Add  coverage  for  the  costs  of  prescription  drugs  used  outside  the  hospital. 

9.  Provide  immediate  coverage  for  disabled  workers  as  proposed  by  President 
Johnson.  In  addition,  extend  coverage  to  all  OASDHI  beneficiaries  including 
workers,  dependents  and  survivors  and  the  spouses,  at  any  age,  of  retired 
workers. 

10.  Limit  Medicare  payments  for  physicians'  services  only  to  those  cases  in 
which  the  physician  accepts  assignment. 

11.  Continuation  of  present  Title  XIX  (Medicaid)  program  without  new 
limitations  on  the  rights  of  the  individual  states  to  determine  individual  needs. 

12.  Establishment  of  National  Advisory  Health  Council  to  represent  profes- 
sional and  consumer  interests  in  the  development  of  administrative  policies  under 
Title  XVIII  and  XIX  and  under  other  legislative  programs  in  the  health  field. 

Social  Secubity  Income  Maintenance  in  the  United  States  in  the  Mid-1960's 

Recent  events  give  evidence  of  broadly  based  recognition  of  the  need  for 
immediate  improvements  in  the  income  maintenance  programs  of  the  Social 
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Security  (OASDHI)  system.  The  initial  surge  of  interest,  touched  off  by  Presi- 
dent Johnson's  remarks  in  Baltimore  on  October  12,  led  to  efforts  to  pass  a 
Social  Security  bill  in  the  waning  days  of  the  89th  Congress.  The  prominence 
that  the  President  gave  to  the  proposed  Social  Security  legislation  in  his  "State 
of  the  Union  Message"  and  in  his  message  to  Congress  on  "Aid  For  the  Aged" 
has  sparked  renewed  interest. 

The  nearly  twenty-three  million  Americans,  who  receive  monthly  benefit  pay- 
ments as  retired  or  disabled  workers  and  as  dependents  or  survivors  have  reason 
to  hope  that  legislation  to  make  significant  gains  in  OASDHI  will  command  a 
high  priority  in  the  90th  Congress.  But  while  recognition  of  the  need  seems 
clear  enough,  the  proposals  advanced  to  meet  it  are  disappointingly  modest. 

More  than  30  years  ago,  a  Cabinet  committee  reporting  to  President  Roosevelt 
stated  that  a  program  of  economic  security  "must  have  as  its  primary  aim  the 
assurance  of  an  adequate  income  to  each  human  being  in  childhood,  youth, 
middle  age  or  old  age — in  sickness  or  in  health.  It  must  provide  safeguards 
against  all  of  the  hazards  leading  to  destitution  or  dependency." 1  The  original 
Social  Security  Act  in  1935  expressed  a  similar  purpose. 

In  1967,  our  economy  has  achieved  unparallelled  abundance  with  a  Gross 
National  Product  approaching  $750  billion,  yet  we  have  failed  to  achieve  the 
goal  we  set  for  ourselves  as  national  policy  a  generation  ago,  when  Gross  National 
Product  was  less  than  $73  billion.  The  unpleasant  truth  is  that  OASDHI  cash 
benefits  are  not  adequate  today,  nor  have  they  been  adequate  at  any  time  in 
the  entire  history  of  the  program.  If  we  do  no  more  than  enact  a  general  benefit 
increase  in  1967  limited  to  15%,  we  will  be  far  short  of  making  the  Great  Society 
a  reality  for  our  senior  citizens. 

Our  economy  can  afford  it  and  our  society  owes  to  every  American  worker 
assurance  that  he  may  look  forward  after  a  lifetime  of  work  to  retirement  in 
comfort  and  dignity.  The  goal  of  our  Social  Security  system  should  be  to 
achieve  and  maintain  a  public  retirement  income  program  replacing  approxi- 
mately two-thirds  of  the  worker's  average  covered  earnings  prior  to  retirement, 
appropriately  adjusted  to  changes  in  wages,  prices  and  living  standards.  This 
is  not  an  unreal  goal,  and  the  proposals  advanced  in  this  statement  are  con- 
structive steps  in  that  direction. 

An  adequate  public  program  of  the  kind  we  are  proposing  will  permit  the 
development  of  a  supplemental  system  of  private  group  pension  plans.  The 
private  system  will  continue  to  have  a  significant  function  to  perform  in  our 
economy.  An  effective  private  system  will  make  it  practically  possible  to  realize 
and  maintain  standards  of  retirement  living  comparable  to  those  enjoyed  prior 
to  retirement. 

We  must  however  continue  to  be  aware  of  the  fact  that  the  private  pension 
system  falls  painfully  short  of  making  available  retirement  incomes  adequate 
to  provide  meaningful  supplementation  for  most  Social  Security  beneficiaries. 
Only  15%  of  the  aged  have  any  income  from  private  pension  plans.  Only  35% 
of  the  employed  in  our  country  are  covered  by  any  kind  of  private  pension  plan. 
We  should  continue  to  look  to  the  public  program  to  meet  universal  and  basic 
needs  in  retirement,  while  the  private  system  would  act  in  complementary 
fashion  to  meet  special  needs  of  individuals  and  specific  groups  in  our  economy. 

In  my  lifetime  the  average  life  expectancy  at  birth  has  increased  by  20  years — 
from  50  to  70  years.  If  the  advances  in  longevity  made  possible  by  medical 
science  are  not  to  become  travesties,  social  improvements  of  equal  magnitude, 
such  as  those  we  are  proposing  in  Social  Security  are  imperative.  It  has  often 
been  said  and  is  worth  restating  that  we  must  not  only  extend  life,  as  we  are 
doing,  but  also  make  that  life  worth  living. 

By  any  reasonable  measure  current  OASDHI  benefit  levels  are  appallingly 
inadequate  and  fail  to  afford  minimum  standards  of  decency  and  self-respect 
to  the  millions  of  Americans  for  whom  the  monthly  insurance  benefits  are  either 
the  sole,  or  major,  source  of  income.  The  deficiencies  bear  most  heavily  on  the 
aged  past  65  and  those  who  retire  between  62  and  65  and  receive  permanently 
reduced  benefits  for  early  retirement.  Together  these  groups  constitute  more 
than  75%  of  the  number  on  monthly  income  beneficiary  rolls. 

Although  the  aged  make  up  less  than  10%  of  total  U.S.  population,  by  various 
estimates  it  appears  that  20%  to  25%  of  those  we  count  as  poor  are  65  and  over. 
The  Bureau  of  the  Census  reports  that  in  1965  nearly  43%  of  families  headed  by 


1  "Report  to  the  President  of  the  Committee  on  Economic  Security,"  1935,  p.  3. 
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a  person  65  and  over— compared  to  16.5%  for  all  families  in  the  population- 
had  incomes  of  less  than  $3,000.  Of  the  families  with  an  aged  head  having 
incomes  below  $3,000,  more  than  half  had  less  than  $2,000.  Among  single  persons 
65  and  over,  nearly  one  in  three  had  1965  incomes  of  less  than  $1,000 ;  another 
two-fifths  of  unrelated  individuals  65  and  over  had  incomes  between  $1,000 
and  $2,000.2 

Most  of  these  meager  incomes  are  derived  from  OASDHI  benefit  payments. 
A  Social  Security  Administration  study  published  in  1965  revealed,  for  example, 
that  among  married  couples  having  at  least  one  member  65  or  over  and  receiving 
OASDHI  benefits  in  1962,  the  benefits  provided  more  than  half  of  total  income 
for  83%  of  the  couples  with  the  lowest  incomes.  A  third  of  these  low  income 
aged  couples  depended  virtually  entirely  on  their  benefits.  In  contrast,  among 
the  aged  couples  in  the  study  with  the  higest  incomes,  only  5%  derived  more 
than  half  of  total  income  from  OASDHI  benefits  and  less  than  1%  depended  on 
benefits  for  all  income.3 

The  Commissioner  of  Social  Security  has  stated  that  about  three-fourths  of  the 
aged  beneficiaries  either  are  in  the  poverty  group  or  would  be,  were  it  not  for 
Social  Security  and  that  most  of  the  remainder  have  low  incomes  even  though 
above  the  poverty  level. 

About  80  per  cent  of  the  current  population  65  and  over  are  now  receiving 
regular  monthly  OASDHI  benefits.  The  non-beneficiary  aged  population  con- 
sists mainly  of  retired  public  employees  and  dependents  receiving  benefits  under 
other  publicly  sponsored  retirement  systems,  persons  who  did  not  have  sufficient 
covered  employment  to  qualify  for  OASDHI  benefits  and  persons  between  65 
and  72  whose  earnings  prevent  them  from  receiving  OASDHI  benefits. 

There  can  scarcely  be  any  doubt,  therefore,  that  poverty  among  the  aged  is 
largely  attributable  to  inadequate  OASDHI  benefits.  Data  published  by  the 
Social  Security  Administration  provides  some  indication  of  just  how  inadequate 
the  benefits  are.  The  following  statements  were  derived  from  data  available 
for  1964 : 4 

1.  About  23%  of  retired  worker  beneficiaries  received  monthly  benefits  of 
less  than  $50;  almost  half  (48%)  received  less  than  $75;  and  nearly  72%  less 
than  $100. 

2.  Among  retired  workers  with  wives  age  62  and  over,  practically  one-fourth 
were  paid  monthly  benefits  below  $100 ;  and  58%  less  than  $150. 

3.  More  than  23%  of  aged  widows  were  paid  less  than  $50;  53%  less  than 
$70  ;  and  only  1.5%  received  more  than  $100. 

At  these  levels  the  token  benefit  increases  of  about  7  %  as  provided  by  the  1965 
amendments  to  the  Social  Security  Act  could  have  had  no  actual  impact  on  help- 
ing the  aged  out  of  poverty.  In  fact,  the  7 %  increases  provided  in  1965  did  not 
fully  match  the  increases  in  consumer  prices  since  1958  when  the  last  previous 
benefit  adjustment — also  in  an  amount  of  about  7% — had  been  made,  presumably 
to  catch  up  to  price  rises  since  1954.  Taking  the  1957-59  average  as  the  base, 
from  1954  to  the  present,  the  Bureau  of  Labor  Statistics  Consumer  Price  Index 
has  risen  by  more  than  22.5% — 1954  average  of  93.6  to  114.7  as  of  December 
1966 — while  benefits  were  increased  in  2  steps  of  about  7%  each).  In  other 
words,  the  elderly  as  a  group,  far  from  enjoying  any  of  the  fruits  of  the  growth 
of  the  American  economy  since  1954  through  higher  OASDHI  benefits,  have  not 
even  been  able  to  keep  abreast  of  escalating  prices. 

Even  the  proposed  15  per  cent  benefit  increase  would  provide  no  more  than 
a  6  to  7  per  cent  real  benefit  increase  over  the  levels  established  in  1954. 

At  the  present  time,  the  average  annual  Old-Age  Benefit  for  a  retired  worker 
is  a  little  more  than  $1,000;  for  an  elderly  couple  about  $1,680.  It  should  be 
tragically  apparent  that  adding  $200  a  year  to  the  benefit  payments  of  a  retired 
worker,  or  $300  or  $350  a  year  for  a  couple  is  not  going  to  spell  the  difference 
between  want  and  a  standard  of  minimum  comfort.  Indeed,  for  the  neediest 
among  the  elderly,  increases  of  several  times  these  amounts  would  not  suffice. 

We  are  committed,  as  a  nation,  to  a  War  on  Poverty.  In  the  time  since  we 
have  made  eradication  of  poverty  a  conscious  objective  of  national  policy,  we 
have  discovered  that  the  total  struggle  is  one  of  undreamed  complexity.  For 


2  "Current  Population  Reports :  Consumer  Income."  U.Sw  Department  of  Commerce, 
Bureau  of  the  Census,  series  P-60,  No.  49,  August  1966. 

3Erdman  Paimore,  "Differences  in  Sources  and  Size  of  Income.  Findings  of  the  1963 
Survey  of  the  Aged."    Social  Security  Bulletin,  May  1965. 

4  "Annual  Statistical  Supplement,  1964."    Social  Security  Bulletin  tables  68,  80,  and  81. 
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the  aged  poor  outside  of  the  workforce,  however,  it  is  not  a  question  of  assist- 
ing them  to  become  equipped  to  pursue  the  opportunities  of  an  economy  of 
abundance.  Nor  is  it  a  question  of  policies  to  insure  sufficient  opportunities. 
The  great  majority  of  older  Americans  now  living  below  the  satistically  denned 
poverty  level  have  put  in  a  lifetime  of  working  and  contributing  to  society. 
Their  drop  to  a  dreary  subsistence  stems  primarily  from  having  largely  ceased 
active  employment.  Others  have  existed  on  sub-standard  incomes  and  experi- 
enced want  for  all,  or  for  long  periods,  of  their  lives. 

What  is  necessary  is  a  straightforward  appraisal  of  the  economic  condition 
of  the  aged  and  a  thorough  overhaul  of  the  Social  Security  system  to  relate  its 
benefits  realistically  to  the  worklife  earnings  and  retirement  security  needs  and 
to  cure  permanently  its  chronic  inadequacy.  In  the  long  run,  a  system  that 
requires  constant  tinkering  and  patching  and  still  produces  benefits  below  the 
barest  levels  of  subsistence  for  the  majority  of  beneficiaries  will  become  dis- 
credited. It  is  critically  important,  therefore,  to  begin  the  spade  work  required 
for  a  fundamental  rethinking  of  the  role  of  social  insurance  in  a  free  society, 
so  that  we  can  arrive  at  a  system  that  is  consistent  not  only  with  our  tradition 
of  esteeming  work  and  self-help,  but  that  is  consistent  also  with  our  humani- 
tarian values  concerning  the  worth  and  dignity  of  each  human  being  and  is 
responsive  to  the  needs  of  people  of  all  ages. 

We  cannot  neglect  the  elderly.  Neither  can  we  expect  the  young  adults  of 
America,  just  beginning  to  raise  their  families  and  struggling  to  achieve  eco- 
nomic security,  to  be  saddled  with  unnecessary  and  burdensome  taxes  on  their 
pay,  when  the  means  for  financing  benefit  increases  more  equitably  are  readily 
at  hand. 

But  we  are  also  concerned  with  the  immediate  future.  While  we  chart  a 
course  for  the  rest  of  the  20th  Century,  our  compassion  should  urge  us  to  more 
than  token  action  now.  The  proposals  outlined  below  are  offered  as  initial  steps, 
immediately  attainable  in  1967,  towards  our  longer  range  goals. 

At  the  same  time  I  wish  to  add  the  support  of  the  UAW  to  the  specific  rec- 
ommendations of  the  President  to  increase  the  special  benefits  payable  to  persons 
over  age  72,  to  pay  these  special  benefits  to  an  additional  200,000  persons,  to 
provide  benefits  for  disabled  widows  under  age  62,  to  cover  500,000  more  farm 
workers  now  excluded,  to  apply  federal  service  towards  Social  Security  credits 
for  government  workers  ineligible  for  Civil  Service  benefits  and  in  principle,  to 
the  tax  revisions  which  would  include  Social  Security  payments  as  part  of  in- 
come, though  I  believe  the  breakpoints  are  somewhat  low.  In  addition,  on  be- 
half of  the  UAW,  I  want  to  convey  to  you,  with  a  great  sense  of  urgency,  the 
following  specific  recommendations. 

1.  GUARANTEED  MINIMUM  BENEFIT 

If  there  is  a  consensus  in  America  on  any  issue  concerning  Social  Security, 
it  is  that  the  system  should  provide  at  least  a  basic  floor  of  protection.  The 
present  $44  minimum  monthly  benefit  for  a  worker  retiring  at  age  65  is  nowhere 
near  an  acceptable  floor.  It  is  so  far  below  that  level  that  increasing  it  by 
approximately  60  percent,  as  has  been  suggested,  would  leave  the  minimum  far 
short  of  a  desirable  figure. 

We  need  to  keep  in  mind  that  the  minimum  affects  the  neediest  persons  receiv- 
ing benefits.  Workers  who  have  been  unable  to  build  up  the  credits  towards 
substantial  OASDHI  benefits  can  rarely  be  expected  to  have  any  significant 
savings  or  incomes  from  other  sources.  Although  private  group  pension  plans 
now  cover  an  estimated  25  million  American  workers,  benefits  from  this  source 
amounted  to  less  than  1%  of  total  income  for  the  aged  with  the  lowest  incomes 
in  1962.3  How  little  savings  the  low  income  aged  have  is  illustrated  by  the  1963 
Survey  of  the  Aged  by  the  Social  Security  Administration.  That  study  reported 
32%  of  married  couples  with  at  least  one  member  over  65,  54%  of  unmarried 
men  past  65  and  55%  of  unmarried  women  over  65,  as  having  no  life  insurance. 
Another  9%  of  the  couples,  15%  of  the  men  and  25%  of  the  women,  had  less  than 
$1,000  of  life  insurance.5 

President  Johnson  has  recommended  a  minimum  guaranteed  benefit  of  $100 
to  those  who  have  made  25  years  or  more  of  contributions  to  Social  Security. 


«  Division  of  Research  and  Statistics,  "Assets  of  the  Aged  in  1962  :  Findings  of  the  1963 
Survey  of  the  Aged,"  Social  Security  Bulletin,  November  1964. 
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For  practical  purposes  the  full  protection  of  this  minimum  would  apply  almost 
exclusively  to  retired  workers  with  a  history  of  long,  regular  and  continued 
attachment  to  the  workforce,  those  who  have  made  uninterrupted  contributions 
to  the  system  almost  from  its  inception  to  the  present. 

It  is  my  belief,  however,  that  we  ought  to  apply  this  minimum  to  a  much 
broader  group  than  the  President  contemplated.  It  should  include  every  worker 
in  the  covered  workforce  including  those  whose  particular  employment  became 
covered  by  the  system  only  in  relatively  recent  years  and  workers  who  have 
been  unemployed  for  prolonged  periods  through  no  fault  of  their  own.  They 
should  not  be  made  to  suffer  for  the  inadequacies  of  our  economic  system. 

I  believe  it  is  necessary  to  begin  to  approach  more  closely  than  we  have  known 
until  now  a  reasonable  standard  of  minimum  adequacy.  As  an  interim  goal,  fully 
recognizing  that  a  higher  amount  can  be  amply  justified,  we  therefore  recom- 
mend amendments  to  the  OASDHI  system  that  would  provide  a  guaranteed  min- 
imum monthly  benefit,  with  no  change  in  current  coverage  requirements,  of  at 
least  $100  for  all  disabled  workers  and  workers  who  retire,  or  have  retired,  at 
age  65.  For  a  husband  and  wife,  each  of  ivhose  benefits  commence  at  age  65, 
this  would  provide  a  minimum  of  $150.  Payments  for  other  beneficiary  groups 
would  also  be  proportionately  adjusted. 

2.  GENERAL   BENEFIT  INCREASE 

Along  with  the  need  for  a  substantial  boost  in  the  minimum  benefit,  there  are 
compelling  reasons  for  a  general  improvement  in  benefit  levels.  A  general  in- 
crease is  essential  to  preserve  the  historic  character  of  the  system  as  a  contribu- 
tory, wage-related  retirement  program  for  virtually  all  of  the  working  popula- 
tion. 

To  preserve  that  character,  the  Social  Security  system  must  have  more  than  a 
floor  benefit.  It  must  also  have  a  meaningful  benefit  structure  well  above  the 
floor  for  we  are  here  discussing  not  simply  insurance,  but  social  insurance. 

Only  by  a  general  increase  throughout  the  range  of  covered  earnings  can  we 
have  benefits  that  maintain  some  significant  relationship  to  pre-retirement  earn- 
ings that  represent  a  fair  return  to  beneficiaries  for  their  contributions,  and  that 
do  not  require  the  majority  of  retired  persons  to  forego  even  the  modest  levels 
of  comfort  and  self-sufficiency  they  attained  while  working. 

If  these  objectives  are  sound,  and  I  believe  they  are,  then  we  must  recognize 
unhesitatingly  as  a  practical  matter  that  we  have  to  rely  on  OASDHI  as  the 
only  effective  means  for  reaching  them  in  the  lifetimes  of  the  present  aged  and 
at  least  the  older  half  of  the  present  workforce. 

Most  people  who  work  have  little  margin  from  their  earnings  to  provide  for 
retirement.  It  is  to  be  expected  that  the  only  truly  significant  source  of  re- 
tirement income  for  them,  other  than  OASDHI  benefits  would  be  from  non-gov- 
ernmental pension  arrangements. 

The  report  of  the  Advisory  Council  on  Social  Security  to  the  OASDHI  Board 
of  Trustees  in  1965,  however,  indicates  that  we  can  expect  only  modest  sup- 
plementation from  such  sources.  The  Council  stated : 

"About  half  of  the  aged  social  security  beneficiaries  have  practically  nothing 
(less  than  $12.50  a  month  per  person)  in  continuing  retirement  income  other 
than  their  social  security  benefits ;  and  for  all  but  about  one-fifth  of  the  aged 
beneficiaries,  benefits  were  the  major  source  of  continuing  retirement  income. 
(Only  15%  of  the  aged,  for  example,  have  any  income  from  private  pension  plans 
and  even  for  this  15%  the  amount  from  social  security  is  generally  larger  than 
the  private  pension)."  6 

We  can  anticipate  only  slight  improvement  in  the  capacity  of  the  private  plans 
to  supplement  OASDHI.  Over  the  next  25  years,  Commissioner  of  Social  Se- 
curity, Robert  M.  Ball,  predicts  the  percentage  of  retired  workers  receiving  pri- 
vate plan  benefits  will  rise  to  about  25%. 7 

We  recommend,  therefore,  that  in  addition  to  raising  minimum  benefits,  a  gen- 
eral increase  of  at  least  50%  be  provided  in  current  and  prospective  benefit  pay- 
ments based  on  the  full  range  of  covered  earnings  for  both  worker  and  dependent 
or  survivor  beneficiaries. 


6  Report  of  the  Advisory  Council  on  Social  Security — 1965,  "The  Status  of  the  Social 
Security  Program  and  Recommendations  for  Its  Improvement,"  p.  32. 

7  Robert  M.  Ball,  "Policy  Issues  in  'Social  Security,"  Social  Security  Bulletin,  June  1966, 
p.  8. 
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3.  BROADENING  THE  CONTRIBUTIONS — EARNINGS  BASE 

No  systematic,  rational  modification  of  the  present  structure  of  OASDHI  bene- 
fit payments  is  possible  without  establishing  an  appropriate  level  for  the  con- 
tribution and  benefit  base — the  maximum  amount  of  annual  earnings  that  is 
taxed  and  counted  for  benefit  purposes.  In  fact,  the  equities  of  an  effective  wage- 
related  contributory  social  insurance  system  require  a  substantially  higher  base 
than  we  now  have.  Many  of  the  most  serious  shortcomings  of  the  benefit  struc- 
ture in  the  past  have  been  directly  attributable  to  the  chronic  and  continuing  in- 
adequacy of  the  base. 

(a)  While  from  the  very  first,  there  has  been  near  universal  support  for  re- 
lating, on  some  reasonable  basis,  all  benefits  over  the  minimum  to  covered  earn- 
ings, the  base  has  persistently  failed  to  keep  pace  with  the  rising  wage  levels 
which  have  characterized  our  economy  over  the  last  quarter  century.  One  indi- 
cation of  how  far  we  have  slipped  is  that  while  the  base  has  risen  from  the 
initial  $3,000  to  $6,600,  average  earnings  in  manufacturing  employment  from 
1940  to  1965  more  than  quadrupled  from  $24.96  per  week  in  1940  to  $107.27  in 
1965.8 

( 6 )  Once  a  worker  with  earnings  in  excess  of  the  current  base  retires,  he  has 
no  opportunity  to  match  the  benefits  of  a  worker  with  comparable  pay  who  re- 
tires later  with  the  advantage  of  a  higher  base.  Earnings  over  the  base  are 
lost  forever  for  benefit  purposes.  The  following  comparison  shows  benefits  pay- 
able at  time  of  retirement  and  currently  to  male  workers  who  retired  at  age  65 
with  maximum  wage  credits  following  the  various  amendments  to  the  Social 
Security  since  1950. 


Year  of  retirement 

Monthly  benefit  amount 

At  retire- 
ment 

Current 

1951   

$68. 50 
85.00 
98. 50 
108. 50 
116.00 
119.  00 
122.  00 
132.  00 

$101. 70 
112.40 
112. 40 
124.20 
124.  20 
127. 40 
130.60 
132.  00 

1953  .  

1955  

1957  

1959  -  

1960  

1963  .  _  .  

1965  

For  those  with  uncovered  earnings  in  excess  of  the  base,  the  penalty,  there- 
fore, is  double;  lower  benefits  at  retirement  than  appropriate  to  maintain  a 
reasonable  relationship  to  pre-retirement  earnings  and  lower  benefits  than  those 
of  workers  who,  retiring  later,  are  able  to  count  all,  or  at  least  a  greater  propor- 
tion of,  earnings. 

(c)  Inadequacy  of  the  base  distributes  the  burden  of  contributions  inequitably 
among  wage  earners.  The  worker  with  earnings  just  equal  to  the  current  $6,600 
base  pays  at  twice  the  effective  rate  of  one  earning  $13,200.  A  husband  and  wife 
each  earning  $6,600  pay  twice  the  amount  paid  by  a  worker  earning  $13,200  with 
a  non-working  wife,  but  the  working  couple  receives  only  a  third  more  in  bene- 
fits. I  agree  with  the  principle  in  the  present  computation  formula  which  weights 
benefits  in  relation  to  contributions  in  favor  of  the  lowest  paid  workers.  This 
weighting  provides  some  mitigation  of  the  essentially  regressive  burden  of  a 
flat  rate  payroll  tax.  But  the  worker  earning  $6,000  and  contributing  precisely 
the  same  amount  as  one  earning  twice  or  perhaps  several  times  that,  and  the 
working  couple,  bear  a  disproportionate  share  of  the  burden  of  the  subsidy  in- 
volved in  the  formula. 

The  original  Social  Security  Act  in  1935  wisely  set  the  base  at  a  point  ($3,000) 
where  95%  of  earnings  in  covered  employment  were  subject  to  the  tax  and 
counted  for  benefit  purposes.  In  fact,  the  full  earnings  of  98%  of  all  workers 
were  covered.  From  1935  to  1950  there  was  a  constant  erosion  of  the  base. 
Partial  restoration  was  made  in  1950  and  on  several  occasions  since  then,  but  at 
no  time  was  the  1935  relationship  restored.  To  do  so  now,  a  base  of  about 
$15,000  would  be  necessary.7 


8  U.S.  Department  of  Commerce,  "Statistical  Abstract  of  the  United  States,"  1966,  p.  239. 
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We  recommend,  therefore,  raising  the  base  to  $15,000  in  fairly  broad  steps  over 
the  newt  several  years.  We  also  propose  to  begin  to  lighten  the  burden  of  the 
regressive  payroll  tax  on  the  lowest  paid  workers  by  exempting  the  first  $600 
of  covered  earnings  from  the  tax. 

4.  PRESENT  BENEFICIARIES  AND  AUTOMATIC  ADJUSTMENTS 

It  has  been  noted  that  the  lag  of  the  earnings-benefit  base  behind  the  levels  of 
coverage  achieved  by  the  1935  legislation  penalizes  the  older  retiree  who  cannot 
be  credited  with  any  earnings  over  the  base  in  effect  when  the  money  was  earned. 
But  this  is  only  part  of  a  general  picture  of  failure  to  maintain  benefit  levels 
of  long-time  beneficiaries  in  an  equitable  relationship  to  those  recently  entered 
on  the  benefit  rolls.  One  index  of  the  benefit  gap  is  the  difference  reported  by 
the  Social  Security  Administration  between  benefits  in  a  current  payment  status 
and  newly  awarded  benefits.  Thus,  for  March,  1966,  the  average  monthly  bene- 
fit for  all  retired  workers  was  $84.14.  For  benefits  awarded  in  March,  1966,  the 
average  was  $96.39.  The  obvious  conclusion  is  that  we  are  fostering  a  progres- 
sive deterioration  in  the  economic  well-being — severely  limited  at  the  outset — of 
retirees  at  the  more  advanced  ages. 

In  addition  to  being  a  reflection  of  the  chronically  inadequate  contribution- 
benefits  base,  the  deterioration  also  reflects  the  failure  of  the  system  to  recog- 
nize external  economic  conditions  affecting  beneficiaries. 

In  the  world  of  the  economists'  imagination  it  is  possible  to  visualize  condi- 
tions of  constant  wage  and  price  levels.  In  those  conditions  a  retirement  system 
providing  benefits  at  retirement  based  on  average  earnings  over  the  working 
lifetime  would  need  no  adjustment  after  retirement  and  still  treat  the  newest 
and  the  oldest  retirees  with  equal  generosity,  or  niggardliness. 

From  1950  to  1965,  however,  average  weekly  earnings  of  workers  in  manu- 
facturing employment  increased  from  $58.32  to  $107.27.  Price  changes  account 
for  part  of  the  difference  (the  1950  average  was  equivalent  to  $76.44  at  1965 
prices)  but  the  fact  remains  that  average  real  wages  rose  a  full  40  per  cent  in 
this  period  with  no  commensurate  change  in  the  benefits  of  those  retired  from 
the  workforce.  In  effect,  there  has  been  a  marked  improvement  in  the  general 
standard  of  living,  but  retirees  have  not  shared  in  it.  In  fact,  there  is  a  grow- 
ing gap  between  what  we  have  come  to  regard  as  a  suitable  American  standard 
and  what  retirees  can  realistically  expect. 

The  best  that  can  be  said  is  that  Congress  has  not  quite  managed  to  match 
benefit  increases  to  increases  in  consumer  prices  over  that  period. 

What  we  must  do,  therefore,  is  create  the  machinery  to  protect  the  benefits 
of  workers  once  they  retire  to  reflect  trends  in  wages  after  retirement,  to  pro- 
tect against  benefit  erosion  caused  by  rising  consumer  prices  and  to  permit 
retired  workers  to  share  in  the  bounty  of  a  growing  American  economy. 

As  a  basic  new  feature  of  the  system  we  propose  the  addition  of  a  built-in 
mechanism  in  the  benefit  structure  for  the  automatic  adjustment  of  benefits 
to  reflect  changes  in  both  the  cost  of  living  and  in  the  average  wage  levels  of 
workers  still  in  employment. 

5.  widow's  benefits 

It  is  doubtful  whether  there  is  any  class  of  beneficiaries  for  whom  benefits 
are  less  adequate  than  for  aged  widows.  In  mid-1965,  their  average  benefit  was 
a  little  over  $68.  In  logic,  or  on  any  basis  other  than  as  a  device  for  holding 
down  costs,  there  is  no  magic  in  pegging  their  benefits  at  82Vi%  of  the  amount 
that  was  or  would  have  been  payable  to  their  husbands  on  retirement.  With- 
out minimizing  the  obvious  public  interest  in  maintaining  a  proper  relationship 
between  income  and  outgo  of  the  Trust  Funds  and  in  continuing  an  appropriate 
balance  among  the  various  beneficiary  classes,  I  believe  the  circumstances  of  aged 
widows  justify  giving  them  a  greater  equity  in  the  Social  Security  system. 
Accordingly  we  recommend  paying  aged  widows  100  percent  of  the  primary 
amount  that  would  have  been  paid  at  age  65  to  their  husbands. 

6.  EARLY  RETIREMENT  BENEFIT  REDUCTIONS 

There  is  cause  for  concern  with  the  benefit  amounts  payable  to  the  large, 
and  increasing,  numbers  of  workers  and  spouses  who  elect  the  permanently 
reduced,  early  retirement  benefits  available  starting  at  age  62. 
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Unfortunately,  our  almost  universal  public  retirement  system,  on  which,  I 
repeat,  so  many  retired  persons  rely  mainly  for  their  incomes,  is  unable  to 
distinguish  between  those  who  choose  voluntarily  to  retire  and  those  who  are 
technologically  displaced  and  forced  prematurely  to  retire. 

Our  private  pension  system,  in  industries  such  as  those  with  which  UAW 
deals,  and  in  steel,  rubber  and  many  others,  recognizes  the  special  needs  of 
displaced  older  workers.  An  auto  worker,  for  example,  who  is  displaced  after 
age  55  receives  what  amounts  to  a  double  pension  benefit  with  no  actuarial 
reduction  until  he  qualifies  for  an  unreduced  Social  Security  benefit.  On  the 
other  hand,  the  retirement  benefits  of  workers  who  voluntarily  elect  early  re- 
tirement are  subject  to  an  acturial  reduction. 

We  believe  the  public  retirement  ought  to  begin  to  make  similar  distinctions. 

Under  present  law,  the  "drop  out"  provisions  affecting  computation  of  av- 
erage earnings,  in  combination  with  the  precentage  formula  for  actuarial  re- 
duction for  retirement  before  age  65,  may  exact  an  injustifiable  extra  toll 
from  the  benefits  of  workers  least  able  to  afford  it.  Those  most  affected  in- 
clude workers  who  are  forced  into  early  retirement  by  technological  change, 
or  by  inability  to  sustain  the  exacting  pace  of  many  kinds  of  industrial  em- 
ployment. If  these  workers  happen  also  to  have  had  gaps  or  reductions  in 
earning  in  prior  years  caused  by  layoffs,  short  weeks  or  shifts  to  lower 
paid  jobs,  they  lose  much  of  the  benefit  of  the  "drop  out". 

These  are  the  persons  who  reach  retirement  with  low  average  earnings  and, 
through  no  fault  of  their  own,  quality  for  low  benefits,  much  lower  than  would 
be  caused  by  the  actuarial  reduction  alone.  They  are  required  to  use  their 
allowable  "drop  out"  years  to  exclude  periods  of  unemployment  and  have  to 
retain  for  benefit  computation  purposes  years  from  the  early  1950's  with  a 
low  taxable  wage  base.  In  addition,  if  they  are  male,  they  gain  little  from  the 
"drop  out"  because  the  years  between  retirement  and  age  65  are  counted  in  their 
wage  records. 

In  all  parts  of  the  country,  I  have  met  workers  in  their  fifties  and  early 
sixties  whose  skills  have  become  obsolete,  who  have  lost  their  jobs  when  a 
plant  was  moved,  or  was  closed  in  a  corporate  merger  or  whose  job  is  per- 
formed by  an  automated  machine. 

I  believe  we  owe  it  to  these  people  to  assist  them  to  upgrade  and  update 
their  skills  so  that  if  they  are  able  to  do  so,  they  continue  to  be  productively 
employed. 

To  anyone  who  cannot  find  suitable  employment,  equity  demands  steps  to 
protect  the  benefit  rights  he  earned  while  his  skills  and  labor  could  command 
a  wage  in  the  job  market. 

To  protect  these  displaced  workers  and  to  establish  benefits  far  all  workers 
reasonably  related  to  pre-retirement  income,  tee  propose  a  new  formula  to  com- 
pute benefits  on  the  basis  of  a  worker's  highest  ten  years  of  earnings. 

7.  FINANCING  SOCIAL  SECURITY 

Ever  since  1935,  Presidents,  Congress  and  the  public  have  properly  insisted 
on  a  soundly  financed  and  self-sustaining  Social  Security  system.  Each  set 
of  amendments  has  been  accompanied  by  adequate  provision  for  increased 
contributions  to  meet  anticipated  benefit  claims.  Accordingly,  the  original 
1937  contribution  rates  of  1%  of  the  first  $3,000  of  earnings  for  both  employers 
and  employees  have  increased  over  the  years  to  the  1967  OASDHI  contribu- 
tion rates  of  4.4%  each  on  the  first  $6,600  of  earnings.  The  current  schedule 
calls  for  reaching  5.65%  each  on  $6,600  by  1987.  Every  responsible  person, 
therefore,  proposing  improvements  in  OASDHI  is  obligated  to  make  known 
his  proposals  for  paying  for  the  improvements. 

Beyond  question,  a  thorough  overhaul  of  the  magnitude  suggested  in  these  pro- 
posals will  require  the  infusion  of  unprecedented  amounts  of  money  to  the  system. 
A  small  part  of  the  required  additional  financing  is  available  from  a  currently 
existing  favorable  actuarial  balance  of  the  OASDHI  Trust  Funds,  as  reported  by 
Mr.  Robert  J.  Myers,  Chief  Actuary  of  the  Social  Security  Administration.  In 
fact,  it  has  been  estimated  that  about  three-fourths  of  a  recently  proposed  in- 
crease averaging  10%  can  be  covered  by  the  favorable  balance.9  In  addition, 
raising  the  taxable  base  to  $15,000,  without  changing  the  contribution  rates  could 
finance  a  7%  benefit  increase.7 


"Social  Security  Keeps  Building  Momentum,"  Business  Week,  Oct.  22,  1966,  p. 
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Clearly,  however,  both  the  current  favorable  balance  and  any  conceivable  in- 
crease in  the  base  would  fall  far  short  of  supplying  the  funds  to  finance  the  im- 
provements of  the  kind  proposed  here.  The  bulk  of  the  necessary  additional 
funds  then  would  have  to  be  derived  either  from  increases  in  contribution  rates 
or  from  regular  contributions  to  the  Social  Security  Trust  Funds  from  the  general 
revenue  of  the  Federal  Government. 

We  believe  it  is  both  possible  and  desirable  now  to  start  with  a  modest  general 
revenue  contribution  and  to  provide  for  progressively  increasing  amounts  in 
coming  years. 

Except  for  the  underdeveloped  countries  and  those  under  Communist  domina- 
tion, the  United  States,  along  with  a  few  others  such  as  Argentina  and  France,  is 
almost  alone  in  depending  so  heavily  on  employee-employer  financing  of  social  in- 
surance. Among  the  nations  of  the  world,  government  participation  in  sharing 
social  insurance  costs  is  the  general  rule.  Governments  regularly  contributing 
from  general  revenues  to  social  security  programs  include  those  of  Australia, 
Austria,  Belgium,  Brazil,  Canada,  Chile,  Costa  Rica.  Denmark,  Federal  German 
Republic,  Iceland,  Ireland,  Israel,  Italy,  Japan,  Mexico,  Netherlands,  New  Zea- 
land, Norway,  Philippines,  South  Africa,  Spain,  Sweden,  Switzerland,  and  United 
Kingdom. 

For  a  variety  of  reasons,  the  contributions  from  general  revenues  are  also  our 
only  logical  and  equitable  choice.   This  conclusion  flows  from  the  following : 

(a)  Higher  payroll  tax  rates  would  intensify  the  regressive  character  of  the 
present  contribution  structure  and  place  an  unjustifiable  burden  on  low  paid 
workers,  middle-income  families  with  2  wage  earners  and  young  workers  just 
entering  the  labor  force. 

( &  )  The  responsibility  for  past  neglect  and  the  deplorable  level  of  present  bene- 
fits is  one  we  all  share.  If  we  seek  to  remedy  the  neglect  and  do  justice  now,  for 
the  millions  on  the  rolls  living  in  poverty  and  on  whose  behalf  contributions  to 
the  system  have  been  minimal,  we  cannot  fairly  expect  Social  Security  tax-payers 
alone  to  assume  the  cost.  It  must  be  shared  by  all  tax-payers. 

(c)  Although  what  may  constitute  the  practical  ceiling  for  payroll  taxes  has 
been  a  subject  for  some  debate,  the  history  of  Social  Security  legislation  clearly 
indicates  that  while  we  continue  to  rely  exclusively  on  payroll  taxes,  we  will 
never  achieve  adequate  benefits. 

(d)  More  adequate  Social  Security  benefits  made  possible  by  general  revenue 
financing  will  reduce  sharply  the  numbers  on  public  assistance  rolls,  particularly 
among  those  receiving  Old  Age  Assistance  and  Aid  to  Families  with  Dependent 
Children.  By  providing  an  alternative  to  public  assistance  under  a  means  test, 
many  will  become  self-supporting.  These  savings  would  reduce  the  net  cost  of 
the  new  funds  required  for  general  revenue  contributions. 

(e)  The  concept  of  general  revenue  contributions  for  adequate  financing  of 
social  insurance  is  neither  strange  nor  new.  It  has  been  recommended  on 
previous  occasions  by  component  and  responsible  public  advisory  groups.  I 
refer  to  the  fact  that  President  Roosevelt's  Cabinet  Committee  on  Economic  Se- 
curity, in  drawing  up  the  blueprint  for  the  original  Social  Security  Act  clearly 
envisioned-interestingly  enough,  beginning  sometime  about  1965 — the  need  for 
contributions  from  general  revenues.  Last  year,  the  "Report  of  the  Advisory 
Council  on  Public  Welfare"  also  called  for  a  substantial  general  revenue  con- 
tribution. In  between,  a  number  of  the  Social  Security  advisory  councils  recom- 
mended general  revenue  support,  and  during  the  1940's  Congress  actually  author- 
ized general  revenue  appropriations,  although  none  were  made. 

(/)  It  is  easy  enough  to  deplore  the  alleged  burden  of  what  some  individuals 
in  confortable  circumstances  may  choose  to  think  of  as  our  burgeoning  expendi- 
tures and  programs  for  public  welfare.  It  is  well  to  keep  in  perspective,  how- 
ever, that  the  total  costs  of  all  welfare  programs  have  increased  only  slightly  as 
a  percentage  of  Gross  National  Product  since  1940.  Moreover,  if  we  subtract 
out  that  portion  of  the  total  which  is  financed  out  of  the  regressive  social  insur- 
ance payroll  taxes,  we  are,  in  fact,  spending  a  smaller  percentage  of  Gross  Na- 
tional Product  now  for  welfare  purposes  than  in  1940.  In  fiscal  1940,  expendi- 
tures for  all  Federal,  State  and  Local  programs  including  social  insurance,  public 
assistance,  veterans'  benefits,  medical  care  and  health  amounted  to  bout  6.1% 
of  calendar  1940  Gross  National  Product.  The  percentages  increase  gradually 
to  a  high  of  7.5%  in  calendar  1966.  If  we  exclude  social  insurance  expenditures, 
a  startlingly  different  picture  emerges.  From  a  high  of  4.9  percent  of  Gross 
National  Product  for  calendar  1940,  the  percentage  drops  to  3.1  for  1966. 
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The  demands  of  our  commitments  abroad  do  not  preclude  adequate  support 
for  Social  Security  now.  On  the  contrary,  I  am  convinced  that  our  fiscal  capacity 
permits,  and  our  national  goals  demand,  a  far-reaching  reform  and  improvement 
of  the  system. 

Support  of  the  Vietnam  war  should  not  require  neglect  of  our  elderly.  Nor 
should  the  young  adults  of  America,  just  beginning  to  raise  their  families  and 
struggling  to  achieve  economic  security,  be  saddled  with  unnecessary  and  bur- 
densome taxes  upon  their  pay,  when  general  revenue  can  readily  be  used  to 
finance  increases  in  the  Social  Security  benefits. 

Our  recommendations  for  financing  Social  Security  are  twofold:  We  believe 
first  that  the  substantive  improvements  we  propose  require  the  allocation  to 
Social  Security  of  considerable  sums  of  money.  The  logical  and  preferable  source 
of  this  money  is  a  regular  contribution  to  the  Social  Security  Trust  Funds  from 
the  general  revenues  of  the  Federal  Government.  We  believe  further  that  the 
contribution  from  general  revenues  of  government  should  be  large  enough  so  that 
workers,  employers  and  government  each  bear  about  one  third  of  total  costs. 

These  proposals  are  more  than  temperate  when  compared  to  needs  and  not 
beyond  the  minimum  improvement  justified  by  today's  economic  circumstances. 
They  are  in  no  way  radical,  and  are  novel  only  in  the  sense  that  they  represent 
a  break  with  the  practice  of  periodically  doling  out  minute  benefit  increases  and 
tinkering  with  this  or  that  inequity  without  ever  admitting  how  pitifully  small 
the  benefits  are  in  comparison  to  the  function  assigned  to  them. 

Far  reaching  as  these  recommendations  may  seem,  they  still  do  not  provide  the 
measure  of  security  and  dignity  to  which  an  American  worker  is  entitled  after 
a  lifetime  of  work.  We  will  not  have  achieved  an  effective  and  adequate  social 
insurance  system  until  the  OASDHI  program  can  assure  that  workers  can  look 
forward  to  Social  Security  retirement  incomes  of  at  least  two-thirds  of  average 
annual  wages  before  retirement,  with  subsequent  adjustments  to  follow  wage, 
price  and  living  standard  changes. 

There  are  other  nations  of  the  Free  World  that  have  tackled  some  of  these 
problems  successfully. 

Starting  this  year,  our  Canadian  neighbors,  for  example,  are  paying  to  each 
eligible  resident  age  68  or  older,  without  any  means  or  income  test,  an  old  age 
pension  of  $75  a  month.  In  addition,  those  persons  68  or  older  who  have  no 
other  income,  will  receive  a  further  supplemental  monthly  payment  of  $30.  An 
elderly  couple  will  thus  be  guaranteed  a  minimum  monthly  income  of  $210.  By 
1970,  these  pensions  will  become  payable  at  age  65. 

It  is  significant  that  the  Canadian  old-age  pensions  are  not  supported  by  payroll 
taxes,  but  out  of  general  revenues  from  earmarked  taxes  on  sales  (excluding 
food),  personal  income  and  corporate  profits.  Canada  also  has  a  new  near-uni- 
versal, public  retirement  system  (Canada  Pension  Plan)  that  is  financed  by  an 
employer-employee  p°yroll  tax  and  that  will  provide  a  wage-related  benefit  in 
addition  to  the  flat  old-age  pension. 

Although  the  Canada  Pension  Plan  is  new  and  not  yet  fully  operative,  it 
appears  that  the  Canadians  have  had  the  good  sense  to  avoid  some  of  the  errors 
in  the  design  of  the  United  States  system.  The  Canada  Pension  Plan,  for 
example,  will  make  adjustments  to  reflect  changes  in  wage  levels.  It  also  pro- 
vides for  automatic  increases  in  benefits  to  reflect  increases  in  the  Canadian 
Consumer  Price  Index.  In  addition,  it  exempts  the  first  $600  of  annual  earnings 
from  the  flat  payroll  tax,  but  includes  this  income  for  purposes  of  the  benefit 
computation. 

Sweden  is  another  free  nation  that  provides  a  universal  guaranteed  flat  rate 
pension  (with  supplements  for  eligible  dependents)  largely  financed  from  general 
revenues.  Sweden  also  provides  a  wage-related  supplemental  pension  for  earn- 
ings over  a  base  figure.  Interestingly  enough,  both  the  universal  and  supple- 
mental pensions  are  adjusted  for  changes  in  the  price  level,  and  the  supple- 
mentary benefit  is  adjusted  to  reflect  wage  movements.  France  is  another  country 
that  makes  automatic  adjustments  to  reflect  changes  in  national-average  wages. 
There  are  many  more.  i 

There  is  no  cheap  or  easy  way  to  nleet  our  responsibilities,  and  no  way  in  good 
conscience  to  avoid  them.  Difficult  ^s  it  may  be,  we  can  do  no  less  than  what 
is  needed,  what  the  human  values  we  cherish  demand  of  us,  and  what  is  com- 
monplace among  other  free  nations  of  lesser  affluence  than  our  own. 
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Proposals  for  Medicare  Improvements  1967 

The  adoption  and  subsequent  implementation  of  Title  XVIII  of  the  Social 
Security  Act  (Medicare)  rank  high  on  the  list  of  noteworthy  legislative  and 
administrative  achievements  of  recent  U.S.  social  history. 

Medicare  gives  tangible  expression  to  this  nation's  determination  to  safeguard 
economic  security  and  to  assure  access  to  the  means  of  protecting  and  maintain- 
ing health  for  our  older  citizens,  under  a  publicly  sponsored  health  insurance 
program  that  implicitly  respects  the  concern  for  human  dignity  that  is  the  hall- 
mark of  a  free  society. 

Because  of  Medicare,  millions  of  our  older  Americans  now  share  in  a  fuller 
measure  of  that  economic  security  and  human  dignity.  We  in  the  UAW  are 
proud  to  have  been  counted  among  the  original  supporters  of  the  principle  that 
adequate  health  care  through  Social  Security  is  a  right  to  be  enjoyed  by  all  our 
older  citizens. 

There  is  a  growing  awareness  among  the  American  people  that  health  care 
is  fundamental  to  the  achievement  of  well-being  and  security  for  the  family  and 
the  community.  We  have  reached  broad  acceptance  of  the  idea  that  access  to 
modern  health  service  is  a  right  for  all  people,  a  right  intimately  related  to  the 
right  to  life  itself.  Medicare,  in  principle,  recognizes  this  right  for  an  impor- 
tant and  growing  segment  of  the  population,  and  establishes  public  responsibility 
for  a  partial  program  of  basic  personal  health  care  services. 

In  its  first  six  months  of  operation,  Medicare  provided  more  than  $1  billion 
in  benefits  for  more  than  2%  million  hospital  patients.  More  than  3%  mil- 
lion persons  were  treated  by  physicians  under  the  Medicare  voluntary  insur- 
ance coverage  of  Part  B.  Medicare  paid  $100  million  of  that  cost.  As  time  goes 
on,  Medicare  will  touch  the  lives  of  more  people  and  pay  out  greater  sums  of 
money  for  health  services. 

For  all  of  the  pride  Americans  can  feel  over  the  success  of  the  Medicare  pro- 
gram, every  effort  should  be  made  to  make  it  more  effective,  more  equitable  and 
more  aptly  structured  to  meet  current  health  needs. 

I  tell  you  very  frankly  that  I  had  serious  misgivings  about  some  aspects 
of  the  program  as  finally  embodied  in  P.L.  89-97.  Other  dedicated  friends 
of  Medicare  legislation  had  similar  reservations. 

Now  that  we  have  a  program,  we  can  afford  to  be  more  concerned  with  its 
technical  structure  and  performance.  I  suggest  therefore  that  we  ought  to 
review  the  validity  of  some  of  the  last-minute  decisions  made  affecting  the  de- 
sign of  the  original  legislation  and  re-examine  some  of  the  deficiencies  that 
were  built-in  at  various  stages  of  the  legislative  process.  These  are  deficiencies 
that  not  only  work  to  the  disadvantage  of  elderly  persons  but  contribute  sig- 
nificantly to  the  escalating  costs. 

I  am  convinced  that  Medicare,  in  its  present  form  falls  considerably  short  of 
providing  the  type  of  financially  adequate,  comprehensive  program  which  the 
aged  require,  and  which  must  be  provided,  if  they  are  to  gain  full  health  security. 
Certain  major  limitations  of  Medicare  dilute  the  basic  protection  the  program 
sets  out  to  provide.  In  fact,  it  has  been  estimated  by  government  officials  that 
Medicare  will  cover  no  more  than  from  40  to  60  percent  of  an  individual's  hos- 
pital and  medical  care  costs.    We  must  do  better. 

For  that  reason,  I  welcome  the  occasion  offered  by  President  Johnson's  Medi- 
care proposals  for  a  full  review  of  the  program. 

Although  I  do  not  believe  the  introduction  of  a  so-called  Part  C  under  Medi- 
care will  untangle  the  confusion  surrounding  the  method  of  payment  for  the 
services  of  hospital-based  specialists,  and  while  I  question  the  desirability  of 
making  payments  from  the  health  insurance  trust  funds  for  Medicare  services 
in  federally  owned  facilities,  I  am,  nevertheless,  hopeful  that  Congress  will  con- 
sider favorably  many  other  of  the  President's  specific  requests.  Those  that  ap- 
pear to  have  particular  merit  include  the  proposals  to  limit  reimbursement  for 
depreciation  allowances  under  Titles  XVIII  and  XIX  to  providers  of  service  who 
coordinate  their  expenditures  of  these  allowances  with  programs  of  the  respec- 
tive state  planning  agencies ;  transfer  from  Part  B  to  Part  A  coverage  for 
the  services  of  physicians  whose  licenses  restrict  their  practices  to  hospitals; 
provide  for  purchase,  in  addition  to  rental,  of  durable  medical  equipment  under 
Part  B ;  discontinue  the  reduction  in  hospital  care  entitlement  now  imposed  on 
persons  confined  to  a  tuberculosis  or  mental  hospital  immediately  prior  to  be- 
coming eligible  for  Medicare ;  establish  eligibility  for  Medicare  benefits  for  per- 
sons who  die  in  the  month  they  would  attain  age  65  but  prior  to  their  actual 
birthdays,  and  make  several  other  technical  and  clarifying  amendments. 
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I  hope  both  your  Committee  and  the  Congress  will  give  sympathetic  atten- 
tion to  other  important  revisions  in  the  health  insurance  program.  I  particu- 
larly urge  your  consideration  of  the  following : 

1.  Deductibles  and  Coinsurance  iip  Part  A  and  Part  B.—lt  is  axiomatic  in  a 
program  providing  services  to  the  public  from  tax  revenues  that  taxpayers  have 
a  paramount  right  to  continuing  assurances  that  the  services  are  not  abused, 
and  that  costs  are  maintained  within  reasonable  limits.  These  are  the  justifi- 
cations most  commonly  offered  in  defense  of  the  deductible  and  coinsurance 
features  in  Parts  A  and  B  of  Medicare.  While  we  can  all  endorse  the  objectives, 
I  challenge  the  notion  they  can,  or  should  be  realized  by  introducing  obstacles, 
in  the  form  of  coinsurance  and  deductibles,  to  receipt  of  the  services. 

Looking  back  now  at  the  years-long  battle  leading  up  to  Medicare  legislation, 
there  can  be  no  doubt  that  the  critical  issue,  once  it  became  clear  government 
participation  was  essential  in  meeting  the  costs  of  care  for  the  aged,  was  whether 
to  have  a  system  of  social  insurance  providing  non-discriminatory  benefits  for 
all  aged  persons  on  the  basis  of  right  or  to  limit  eligibility  to  those  aged  indi- 
viduals able  to  demonstrate  need.  Happily,  we  chose  to  rely  on  right.  Having 
won  that  principle,  it  was  rather  ironic  to  find  it  seriously  undermined  by  the 
decision  to  require  beneficiaries  to  share  in  the  cost  at  the  inopportune  moment 
of  receiving  the  services.  Such  cost  sharing  bears  more  heavily  on,  and  dis- 
criminates against  persons  with  low  incomes  and/or  in  poor  health.  For  those 
who  cannot  scrape  up  the  first  $40  of  the  cost  of  a  hospital  bed  stay,  the  $10 
per  day  for  hospital  care  from  the  61st  through  the  90th  day,  the  first  $50  and 
20  percent  of  the  remainder  of  physicians'  charges,  the  first  $20  and  20  percent 
of  the  balance  for  outpatient  hospital  diagnostic  services,  at  least  half  of  the 
cost  of  out-of-hospital  psychiatric  care,  and  the  $5  daily  charge  in  an  extended 
care  facility  after  the  20th  day,  the  escape  from  the  means  test  is  illusory.  For 
most  others,  whose  incomes,  I  remind  you,  consist  largely  of  inadequate  Social 
Security  retirement  benefits  and  precious  little  else,  these  cost  sharing  arrange- 
ments can  only  be  regarded  as  unduly  burdensome. 

The  imposition  of  these  "dollar  barriers"  represents  a  distinct  hardship  for 
those  aged  who  have  extensive  and  prolonged  requirements  for  ambulatory  care 
and  are  particularly  prohibitive  for  aged  persons  who  suffer  periods  of  institu- 
tional care.  What  is  worse,  such  charges  tend  to  discourage  early  and  continu- 
ous care  and  management  of  illness.  They  also  require  costly  and  complicated 
administrative  arrangements  and  controls  which  only  confuse  patients  and  com- 
plicate doctor-patient  relationships. 

Economic  deterrents  to  the  use  of  services,  moreover,  represent  a  "scatter-gun" 
approach  to  the  problems  they  are  alleged  to  control.  There  is,  for  example, 
no  evidence  under  either  public  or  private  insurance  that  a  hospital  impatient 
deductible  either  deters  unnecessary  hospitalization  or  reduces  length  of  stay. 

In  the  place  of  deductibles  and  Coinsurance,  to  prevent  abuses  and  control 
utilization,  it  would  be  far  more  appropriate  to  rely  on  hospital  and  medical 
review  and  control  of  the  use  of  covered  services.  (I  will  develop  this  point 
in  greater  detail  at  a  later  stage  of  my  statement.  )  Accordingly  I  believe  the 
Medicare  program  should  be  amended  to  eliminate  present  deductible  and  co- 
insurance requirements  so  as  to  provide  for  full  in-patient  coverage,  full  hospital 
outpatient  diagnostic  services,  no  patient  payments  in  extended  care  facilities 
under  Part  A  and  the  entire  reasonable  cost  of  services  made  available  under 
Part  B,  including  services  for  out-of-hospital  psychiatric  care. 

2.  Time  and  Dollar  Limitations. — A  health  program  for  the  aged  must  be  based 
on  a  full  recognition  of  the  known  need  of  some  patients  for  extensive  care  and 
should  provide  coverage  appropriate  to  those  needs.  Artificial  and  arbitrary  time 
limits,  such  as  the  90  day  maximum  per  spell  of  illness  for  inpatient  hospital 
care,  have  no  place  in  a  public  program.  Maximum  benefit  durations  far  in  ex- 
cess of  90  days  are  commonplace  in  private  group  health  insurance  plans.  Most 
UAW  members  (including  our  retired  members  over  65  for  whom  our  collective 
bargaining  agreements  provide  supplemental  coverage),  for  example,  are  en- 
titled to  receive  a  continuous  period  of  as  much  as  365  days  of  hospital  care,  if 
that  is  required,  for  a  hospital  admission. 

The  rational  criterion  on  limits  of  care  for  individual  patients  must  be  medical 
necessity,  not  ability  to  pay. 

Similarly,  the  discrimination  implicit  in  the  special  time  limitations  and  dollar 
restrictions  applied  to  beneficiaries  in  need  of  psychiatric  treatment  is  also  un- 
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sound.  In  my  judgment,  the  perpetuation  of  the  distinction  made  between 
physical  and  mental  illness  is  both  unscientific  and  unworthy  of  a  nation  that  is 
attempting  in  so  many  important  ways  to  recognize  the  rights  and  meet  the  needs 
of  the  mentally  ill. 

/  believe  it  would  be  particularly  desirable,  therefore,  to  provide  coverage  for 
general  hospital  care  for  up  to  365  days  for  any  spell  of  illness.  In  addition  the 
unique  limitations  of  the  program  related  to  mental  illness  should  be  discarded. 

3.  Hospital-Based  Professional  Services. — One  of  the  unfortunate  errors  in  the 
Medicare  legislation  was  the  last  minute  decision  to  restrict  the  right  of  hospitals 
to  bill  for  the  professional  component  of  in-hospital  services  in  pathology, 
radiology,  anesthesiology,  physiatry,  and  other  hospital-based  specialist  services. 
It  has  seriously  disrupted  traditional  relationships  between  hospitals  and  these 
specialists,  and  caused  immense  confusion  to  the  public.  From  it  stem  admin- 
istrative problems  that  many  of  the  fiscal  intermediaries  now  consider  insoluble. 
In  addition,  it  has  opened  the  door  to  further  inflation  of  costs,  and,  most  regret- 
table of  all  it  has  impaired  the  quality  and  efficiency  of  hospital  care  by  removing 
effective  control  by  the  hospital  over  the  services  performed  in  departments  of  the 
hospital  by  the  hospital-based  specialists  for  the  medical  staff. 

It  is  most  unfortunate  that  the  warnings  of  these  consequences  by  the  Admin- 
istration, then-Senator  Douglas,  Senator  Gruening,  and  organizations  such  as 
the  American  Hospital  Association,  the  American  Public  Health  Association,  the 
AFL-CIO  and  the  UAW  went  unheeded.  The  position  of  the  informed  critics 
has  now  been  completely  supported  by  what  can  only  be  labelled  as  a  chaotic 
situation  in  the  payment  of  the  cost  of  these  hospital-based  services. 

Any  effort  to  escape  the  consequences  of  this  mistake  through  devising  still 
another  category  of  benefits  under  Medicare  .(a  so-called  "Part  0")  is  a  poorly 
conceived  remedy.  It  would  bring  on  a  further  inflation  of  costs,  and  unjusti- 
fiably enrich  a  select  group  of  physicians. 

These  unlooked  for  and  unwanted  consequences  will  grow  out  of  the  following : 

A  lack  of  any  established  guidelines  for  constructing  fees  for  only  the  pro- 
fessional component  of  diagnostic  services ;  the  loss  of  the  "built-in"  cost  con- 
trols inherent  in  the  fact  that  the  remuneration  of  hospital-based  physicians  has 
historically  been  controlled  by  the  hospital  cost-charge  patterns  with  which  these 
physicians  have  had  contracts  of  service ;  the  introduction  of  a  piecework  meth- 
od of  payment  directly  related  to  the  volume  of  service  generated  by  the  depart- 
ments of  the  hospital  involved ;  and  the  continuing  responsibility  of  the  hospital 
to  provide  remuneration  to  these  physicians  acting  in  their  capacity  of  directors 
of  certain  hospital  departments  involved  in  the  provision  of  diagnostic  services. 

In  addition  Part  C  would  deprive  persons  who  have  elected  not  to  enroll  in 
Part  B  of  coverage  of  the  hospital  outpatient  diagnostic  services  now  provided 
under  Part  A.  Furthermore,  the  application,  to  services  now  subject  to  a  $20 
deductible,  of  a  $50  deductible  to  Part  C  services,  when  billed  for  by  a  hospital, 
is  clearly  a  retrogressive  step.  It  would  be  completely  impossible,  moreover, 
for  a  provider  to  determine  patient  liability  when  the  services  are  rendered. 
The  introduction  of  a  new  Part  C  is  completely  intolerable  and  can  only  result 
in  further  confusion  to  the  public. 

I  must  inform  you  that  based  upon  my  experience  with  200,000  retired  mem- 
bers of  our  Union  there  is  massive  confusion  and  misunderstanding  about  bene- 
fits, coverage  and  administrative  interpretations  of  the  program.  Our  concern 
has  been  such  that  we  have  had  to  invest  substantial  financial  and  staff  re- 
sources of  our  Union  and  set  up  25  Medicare  advisory  centers  in  19  communities. 
From  the  thousands  of  inquiries  we  have  received  from  our  own  members  and 
the  general  community,  it  becomes  readily  apparent  that  many,  many  retirees 
are  bewildered  by  the  program.  Rather  than  consider  setting  up  a  Part  C  to 
add  to  the  complexity,  I  urge  upon  the  Congress  adoption  of  the  recommenda- 
tions we  are  making  which  would  help  simplify  the  program,  make  it  more 
rational,  more  equitable.  It  is  unreasonable  and  unfair  to  expect  a  retiree  fac- 
ing a  health  crisis  to  bring  the  skills  and  knowledge  of  a  "Philadelphia  Lawyer" 
to  his  application  for  government  paid  health  benefits. 

/  hope  you  will  reject  any  such  proposal  and  amend  existing  legislation  to 
provide  for  reimbursement  under  Part  A  to  hospitals  for  both  the  technical  and 
professional  costs  of  services  rendered  by  hospital-based  specialists. 

4.  Extended  Care  Facilities. — The  present  requirement  that  admission  to  an 
extended  care  facility  must  be  preceded  by  a  period  of  hospitalization  of  at 
least  three  days  is  unfortunate.   It  may  well  inflate  hospital  costs  by  having  a 
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great  many  persons  who  do  not  require  hospital  care  seeking  admission  for  three 
days  in  order  to  become  eligible  for  the  post-hospital  benefits.  I  can  understand 
that  the  hospital  stay  requirement  was  an  effort  to  control  over-utilization  of 
extended  care  facilities,  but  I  believe  the  method  chosen  for  control  was  inap- 
propriate. 

I  refer  you  to  the  extended  care  benefit  that  is  now  a  part  of  the  collectively 
bargained  health  care  program  for  UAW  members  employed  in  the  automobile, 
agricultural  implement  and  parts  supplier  industries.  Admission  to  an  extended 
care  facility  under  our  programs  does  not  require  prior  hospitalization.  After 
more  than  six  months  of  experience  with  this  benefit,  I  can  tell  you  there  have 
been  no  problems  of  improper  utilization  because  a  patient  can  be  admitted 
directly  from  his  home.  Effective  control  must  rest  upon  well  defined  relation- 
ships between  the  institutions  and  the  physicians  involved,  on  proper  medical 
supervision  of  such  facilities,  and  on  implementation  of  well-known  techniques 
of  medical  screening  and  review  of  patients. 

In  view  of  the  critical  importance  of  making  the  most  economical  and  effective 
use  of  our  short-term  acute  hospital  facilities,  the  maximum  of  100  days  of 
care  in  a  nursing  home,  per  spell  of  illness,  should  be  increased.  With  365 
hospital  days  under  the  program,  a  formula  should  be  provided  to  substitute 
the  unused  hospital  days  for  nursing  care  days  on  a  one  for  two  basis.  This 
would  constitute  more  realistic  recognition  of  the  needs  of  the  elderly  chronically 
ill  and  provide  coverage  more  appropriate  to  their  needs.  Furthermore,  over 
time,  properly  administered  this  should  reduce  the  number  of  days  the  elderly 
would  be  required  to  spend  in  costly  short-term  acute  hospital  beds. 

In  place  of  the  requirement  for  a  three-day  prior  hospital  stay,  I  believe  it 
would  be  appropriate  to  provide  for  admission  of  a  patient  to  a  qualified  extended 
care  facility  directly  from  his  home  or  following  hospital  confinement  upon 
certification  by  a  physician  that  the  patient  requires  continuing  care  of  the  kind 
available  at  the  qualified  facility.  In  addition,  I  believe  the  present  100  day 
benefit  should  be  increased  to  a  maximum  of  730  days  per  spell  of  illness,  apply- 
ing the  2  for  1  ratio  to  the  unused  portion  of  the  recommended  365  day  general 
hospital  benefit. 

5.  Role  of  Private  Carriers. — Notwithstanding  the  safeguards  on  the  use  of 
private  organizations  in  the  administration  of  Medicare  written  into  the  law, 
we  did  not  in  1965,  and  do  not  now  believe  it  either  appropriate  or  in  the  public 
interest  to  delegate,  under  any  public  program,  the  interpretation  and  applica- 
tion of  public  policy  to  private  non-governmental  agencies.  Moreover,  the  legis- 
lation established  a  serious  conflict  of  interest  within  such  private  organizations, 
since  most  of  the  agencies  involved  act  as  agents  of  the  Federal  Government 
and  at  the  same  time  represent  the  providers  of  service  under  the  program. 

Even  the  limited  experience  we  have  had  up  to  now  strongly  suggests  that  the 
use  of  private  carriers  has  weakened  drastically  the  ability  of  the  Secretary  of 
Health,  Education  and  Welfare  to  control  costs.  This  failure  has  added  one 
more  unnecessary  "engine  of  inflation"  to  an  already  discouraging  cost  picture, 
without  gaining  any  compensating  increase  in  the  quantity  or  quality  of  services. 

When  the  Secretary  delegates  administrative  authority  under  the  program  to 
the  agent  of  the  hospitals  (Blue  Cross)  or  the  agent  of  physicians  (Blue  Shield) 
there  is  obvious  conflict  of  interest.  There  is  evidence  also  that  private  carriers, 
in  the  competition  for  seeking  designations  as  fiscal  intermediaries,  are  holding 
out  the  promise  of  even  greater  liberality  than  Blue  Cross  and  Blue  Shield  to 
the  providers  of  services. 

In  the  field  of  health  services,  payment  policies  and  functions  must  be  closely 
integrated  with  other  vital  administrative  functions  directed  to  the  promulgation 
of  high  standards  of  care  and  services  and  to  the  application  of  safeguards 
against  unnecessary  utilization  of  services.  P.L.  89-97  clearly  recognizes  the 
advantages  of  combining  the  administration  of  financial  and  other  management 
policies  in  a  single  agency.  We  are  in  full  accord  with  this  "single  agency" 
concept.  But  such  an  agency,  in  our  view,  must  not  in  any  sense  represent  the 
providers  of  service,  and  must  be  in  some  direct  relationship  to  government  and 
thus  responsive  to  direct  public  control  and  public  needs. 

We  therefore  believe  that  it  would  be  in  the  public  interest,  in  that  it  would 
assure  more  effective  responsiveness  to  public  needs,  and  increase  the  likelihood 
of  development  of  quality  care  with  sound  utilization  controls,  for  the  Secretary 
to  be  required  to  utilize  the  official  state  Departments  of  Health  as  the  adminis- 
trative agents,  in  those  State's  where: 
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(a)  The  State  Health  Department  meets  criteria  and  standards  developed  in 
advance  by  the  Secretary — including  representative  public  advisory  boards. 

(&)  The  State  Health  Department  can  demonstrate  its  willingness  and  capac- 
ity to  carry  out  these  administrative  functions. 

In  the  event  the  Secretary  determines  a  state  Health  Department  is  not  able 
or  willing  to  be  the  administrative  agent  for  this  program,  we  believe  the 
Secretary  should  be  required  to  arrange  for  direct  Federal  operation  of  the 
program  in  that  state  through  augmention  of  existing  HEW  organization  in 
that  area. 

6.  Cost  and  Quality  Controls. — Another  disturbing  feature  of  the  present  legis- 
lation is  the  apparent  lack  of  effective  means  to  establish  cost  controls  under 
the  voluntary  program  and  the  failure  to  make  full  use  of  those  that  exist  under 
Part  A. 

Recent  trends  in  the  cost  of  health  care  are  nothing  less  than  alarming. 
The  Bureau  of  Labor  Statistics  Consumer  Price  Index  shows  the  cost  of  all 
health  services  in  the  United  States  in  1966  rose  about  twice  as  rapidly  as  the 
general  cost  of  consumer  goods  and  services.  Physicians'  fees  rose  almost  two- 
and-a-half  times  as  rapidly  and  hospital  service  charges  by  five  times.  While 
all  consumer  prices  in  1966  were  increasing  by  3.3  percent,  the  prices  of  health 
services  as  a  whole  increased  by  6.2  percent,  physicians  fees  by  7.8  percent  and 
hospital  service  charges  by  16.5  percent. 

In  the  light  of  these  figures,  it  is  no  exaggeration  to  suggest  that  the  entire 
Medicare  program  is  threatened  by  apparently  uncontrolled  escalation  of  costs. 
The  escalation,  moreover,  affects  all  consumers,  not  simply  those  overage  65. 
These  increases  are  now  being  reflected  in  the  collective  bargaining  costs  of 
health  benefits  in  contracts  we  have  negotiated  in  recent  months.  Furthermore, 
as  practically  all  Blue  Shield  plans  do  not  cover  home  and  office  visits,  we  have 
had  a  barrage  of  complaints  from  our  members  about  increased  charges  made 
by  their  physicians. 

There  is  no  sound  evidence  to  suggest  that  the  Administration  is  ready  to 
undertake  the  necessary  efforts  to  control  costs.  Another  commission  to  study 
costs  will  not  help.    We  must  take  positive  action  and  do  it  now. 

The  provisions  of  the  Medicare  legislation  for  establishing  hospital  utilization 
review  plans  and  for  creating  a  National  Medical  Review  Committee  offered  a 
commendable  and  promising  mechanism  for  assuring  the  public  of  a  well  run 
system  on  the  institutional  side  of  the  prgoram.  There  was  a  chance  both  for 
controlling  costs  and  assuring  the  public  of  a  high  quality  of  service.  That 
promise  has  not  been  realized. 

I  believe  it  is  highly  regrettable  that  there  has  been  confusion  between  the 
wish  not  to  interfere  with  medical  practice  and  the  need  to  assure  medical  care 
of  good  quality.  It  will  be  seriously  detrimental  to  the  health  of  our  people  if 
the  Medicare  program  continues  to  ignore  the  need  for  quality  controls. 

May  I  quote  to  you  from  the  findings  of  "A  Study  of  the  Quality  of  Hospital 
Care  Secured  by  a  Sample  of  Teamster  Family  Members  in  New  York  City" 
made  by  the  respected  Columbia  University  School  of  Public  Health : 

"In  the  opinion  of  the  reviewing  surveyors,  only  57  per  cent  of  the  care  given 
in  the  total  of  all  admissions  reviewed  represented  "optimal"  medical  care;  43 
per  cent  of  the  care  was  believed  to  have  been  performed  in  a  "less  than  optimal" 
fashion  when  viewed  in  light  of  the  standards  of  present  day  medical  practice. 

"The  principal  reason  that  medical  care  was  considered  "less  than  optimal" 
was  the  failure  to  adequately  determine  the  cause  of  the  patients'  presenting 
symptoms  so  that  rational,  as  opposed  to  symptomatic,  therapy  could  be  given." 

This  is  one  of  many  studies  which  would  support  the  thesis  that  prepayment 
which  neglects  quality  controls  undermines  the  objectives  of  the  program.  The 
answer  to  the  problem  of  increasing  costs  is  not  to  increase  the  share  of  the  costs 
required  of  the  elderly  nor  to  deprive  them  of  sorely  needed  increases  in  cash 
benefits.  The  answer  lies  in  having  the  courage  to  deal  with  the  problem  at  its 
source. 

We  believe  that  intensive  efforts  are  needed  now  to  strengthen  the  cost  and 
quality  controls  under  Part  A  and  that  similar  utilization  review  programs 
should  be  established  at  the  state  and  local  levels  in  respect  of  non-hospitalized 
services. 

We  also  believe  the  escalation  of  physicians1  fees  and  the  possible  over-servic- 
ing and  rendering  of  unnecessary  care,  can  be  obviated,  to  the  extent  thaat  the 
program  seeks  and  obtains  the  highest  level  of  cooperation  and  participation  by 
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the  medical  profession  in  implementing  high  standards  of  care  and,  where  neces- 
sary, controlling  abuses,  under  self-governing  arrangements. 

7.  Encouragement  of  Group  Practice  Medical  Care  Plans. — Direct  service  group 
practice  plans  have  clearly  demonstrated  that  they  can  provide  comprehensive 
high-quality  care  at  lower  unit  costs,  than  other  forms  of  health  insurance. 
Group  practice  also  makes  highly  efficient  use  of  limited  resources.  The  UAW 
has  had  extensive  and  satisfying  experience  with  prepaid  group  practice  pro- 
grams. 

The  administrative  interpretations  implementing  the  legislation  do  not  suffi- 
ciently recognize  that  the  encouragement  of  this  kind  of  organization  of  medical 
care  is  in  the  interest  both  of  the  recipients  of  the  care  and  of  the  government, 
which  should  be  assisting  plans  with  the  kind  of  built-in  preventive  medicine 
and  demonstrable  cost  controls  that  characterize  these  organizations. 

I  do  not  suggest  that  group  practice  plans  be  treated  more  favorably  than 
other  providers  of  service,  but  I  think  equity  requires  a  method  of  reimbursement 
that  does  not  penalize  them  for  the  economics  in  the  cost  of  providing  services. 
As  an  appropriate  basis  for  establishing  a  reimbursement  formula,  I  would  sug- 
gest arrangements  that  ivould  pay  group  practice  plans,  for  each  of  their  Medi- 
care eligible  subscribers,  an  amount  equal  to  the  average  per  capita  cost  under 
Medicare  for  all  beneficiaries  in  the  area  served  by  the  group  practice  plan. 

8.  Prescription  Drugs. — There  has  been  repeated  and  extensive  documentation 
of  the  fact  that  older  persons  need  to  have  more  than  twice  the  number  of  pre- 
scriptions and  spend  more  than  twice  as  much  for  them  as  the  population  as  a 
whole.  Moreover,  there  is  evidence  from  comprehensive  prepaid  drug  plans  in- 
dicating that  as  much  as  50%  of  the  drugs  costs  of  the  aged  are  incurred  by  only 
10  per  cent  of  the  aged  population.  Among  the  aged  there  is  high  incidence  of 
chronic  conditions  for  which,  either  after  discharge  from  hospital  or  without 
requiring  hospitalization,  continuing  use  of  costly  drugs  and  medicine  is  neces- 
sary. 

While  Medicare  does  pay  for  drugs  received  by  hospital  patients,  I  am  con- 
stantly reminded  by  UAW  retirees  who  meet  me  or  write  me  that  there  is  no 
coverage  for  drugs  consumed  outside  the  hospital.  It  is  interesting  to  note  that 
my  experience  parallels  that  reported  in  a  recent  interview  of  the  Commissioner 
of  Social  Security  published  in  "Hospitals",  Journal  of  the  American  Hospital 
Association,  Mr.  Ball,  who  also  cited  the  lack  of  coverage  for  prescription  drugs 
as  one  of  the  specific  causes  of  complaint  from  the  public  about  Medicare. 

There  is  no  doubt  that  the  addition  of  coverage  for  drugs  and  medicine  under 
Medicare  would  bring  with  it  new  technical  and  administrative  problems  to  be 
faced.  At  the  request  of  Congress  in  1965  the  Society  Security  Administration 
undertook  an  intensive  study  of  methods  of  providing  prescription  drugs  under 
the  program,  and  this  highly  relevant  information  should  be  readily  available. 
In  addition,  our  own  UAW  experience  with  negotiated  drug  benefits  for  our 
members  in  Canada  has  demonstrated  that  such  coverage  is  feasible,  practical 
and  of  great  value. 

I  urge  you,  therefore,  to  take  favorable  action  to  include  coverage  for  the 
costs  of  prescription  drugs  used  outside  the  hospital. 

9.  Medicare  Coverage  for  Dsiabled  Workers  and  Various  Categories  of  De- 
pendents.— On  several  occasions  President  Johnson  has  stated  the  case  for  ex- 
tending Medicare  coverage  to  disabled  workers  under  age  65,  disabled  adults 
receiving  Social  Security  benefits  on  the  basis  of  childhood  disabilities  and  dis- 
abled widows  under  age  65.  We  in  the  UAW  fully  share  in  the  President's 
opinion.  We  also  believe  there  is  an  equally  good  case  for  including  under 
Medicare  all  other  persons  receiving  monthly  cash  benefits  under  the  system, 
whether  as  retired  workers,  dependents  or  survivors,  and  the  under-age-65 
spouses  of  retired  or  disabled  workers. 

I  know,  for  example,  that  while  the  UAW  has  had  some  success  in  negotiating 
coverage  for  survivors,  that  it  is  common  practice  in  most  employee  group  health 
insurance  plans  to  discontinue  coverage  for  all  survivors  upon  the  death  of 
the  worker. 

Other  persons,  including  disabled  workers,  may  also  lose  their  private  cover- 
age upon  retirement,  so  that  even  if  the  retiree  is  eligible  for  Medicare,  he  may 
have  dependents  who  are  not.  The  entire  family  of  a  worker  retiring  at  62 
may  be  excluded  from  all  coverage  both  private  and  Medicare.  Many  in  these 
groups  would  be  considered  bad  insurance  risks  in  that  they  have  high  medical 
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expenses.  Most  of  them  have  in  common  the  precarious  existence  afforded  by 
the  current  meager  levels  of  Social  Security  cash  benefits  and  simply  lack  the 
resources  to  obtain  private  coverage. 

We  therefore  propose  that  coverage  under  Medicare  be  made  available  to  all 
OASDHI  beneficiaries  including  workers,  dependents  and  survivors  and  the 
spouses,  at  any  age,  of  retired  worker  beneficiaries. 

10.  Payments  for  Professional  Services. — Of  all  of  the  vexing  problems  attend- 
ing the  birth  of  Medicare  none  has  been  more  troublesome,  more  divisive,  more 
productive  of  red  tape,  and  created  more  hardship  than  the  matter  of  disburse- 
ments to  physicians. 

From  presently  available  information,  it  appears  that  as  many  as  half  of 
physicians  are  not  accepting  assignment.  All  indications  are  this  proportion 
will,  if  anything,  grow.  Our  experience  to  date  in  the  UAW  Medicare  Advisory 
Centers  indicates  that  permitting  physicians  to  obtain  payment  via  the  so-called 
direct  pay  route  has  caused  unnecessary  hardship  to  patients  and  considered 
escalation  in  costs.  We  have  received  complaints  from  all  over  the  country 
from  elderly  persons  with  limited  incomes  who  in  advance  of  receiving  medical 
and  surgical  procedures  are  required  by  physicians  to  produce  cash,  which  hope- 
fully they  will  receive  back  in  whole  or  in  part  from  the  Federal  Government. 
Through  the  use  of  this  device  physicians  are  also  inclined  to  charge  "what  the 
market  will  bear"  rather  than  the  reasonable  and  usual  cost  in  the  community. 

To  illustrate,  the  following  remarks  are  taken  from  statements  given  by 
physicians  to  patients : 

From  Peoria,  Illinois : 

"I  am  not  a  government  doctor.  I  do  not  practice  socialized  medicine.  All 
transactions  with  Medicare  shall  be  between  you  and  this  federal  system  of 
socialized  medicine.  When  you  have  settled  your  account  in  full  with  me,  I 
will  provide  you  with  a  receipt  which  you  may  use  to  collect  whatever  amount 
the  federal  dictatorship  considers  is  due  you." 

"Service  charge  of  y2%  per  month  will  be  added  to  all  OVERDUE  accounts." 

From  a  physician  in  Lima,  Ohio  : 

"I  will  continue  to  care  for  you  as  a  private  patient  as  I  have  always  done. 

"I  will  expect  you  to  pay  for  my  medical  services  as  you  have  always  done. 

"Medicare  is  socialized  medicine.  It  is  bad  for  both  you  and  me  because  it 
will  prevent  me  from  doing  for  you  what  you  and  I  decide  is  best  for  you. 

"I  will  not  participate  in  Medicare  or  any  government  program  of  medical 
services  because  I  am  ethically  and  morally  bound  to  render  to  you  superior  medi- 
cal treatment  and  to  protect  you  from  inferior  care.  Government  medicine  is — 
and  always  has  been — inferior  medicine  in  every  instance. 

"I  will  not  complete  or  sign  federal  forms  involving  such  services  and  I  will 
not  accept  federal  fees. 

"If  you  need  to  be  admitted  to  the  hospital  and  wish  to  be  admitted  under 
the  Medicare  plan,  it  will  be  necessary  for  you  to  secure  the  services  of  a  physi- 
cian who  practices  under  Medicare  for  your  hospital  stay. 

"In  this  respect,  if  you  wish  to  be  admitted  under  my  care,  I  urge  you  to  keep 
(or  secure,  if  you  do  not  already  have)  private  hospital  insurance,  that  will, 
in  the  case  of  injury  or  illness,  enable  me  to  hospitalize  you  independent  of  the 
Federal  program." 

From  a  physician  in  Columbus,  Ohio  : 

"The  Medicare  law  will  not  alter  the  policies  of  this  office,  all  patients  being 
rendered  services  as  in  the  past.  Also,  as  in  the  past,  fees  for  services  will  be 
billed  directly  to  the  patient. 

"You  may  send  or  take  my  receipted  (paid),  itemized  bill  and  your  claim 
form  from  the  post  office  to  the  insurance  carriers  in  our  area  (Nationwide  In- 
surance Company,  Columbus,  Ohio)  who  has  been  selected  to  represent  the  gov- 
ernment in  the  handling  of  funds  for  this  Medicare  program.  You  will  be  re- 
imbursed by  the  carrier  for  that  portion  of  your  medical  expense  covered  by  the 
law." 

From  the  President-elect  of  the  American  Academy  of  General  Practice: 
"But  over-all,  my  prediction  is  that  90  per  cent  of  the  doctors  in  practice  will 
do  direct  billing  and  will  continue  to  do  direct  billing  under  Medicare." 

These  quotations  are  illustrative  of  physician  attitude.  I  am  deeply  concerned 
about  the  impact  of  this  upon  the  patients.  From  the  thousands  of  cases  that 
have  come  to  our  attention  at  UAW  headquarters  and  in  our  Medicare  Advisory 
Centers,  the  following  are  illustrative  of  what  happens  to  patients : 
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A  UAW  member  in  Detroit  received  a  $500  physician's  bill  for  surgery-  In 
order  to  meet  the  physician's  demand  that  he  be  paid  in  advance,  our  member  had 
to  secure  a  bank  loan  requiring  him  to  get  an  additional  mortgage  on  his  modest 
house  as  security.  After  four  months  he  received  $280  reimbursement  from 
Medicare. 

A  UAW  member  in  Toledo,  Ohio  received  treatment  for  a  complicated  heart 
and  kidney  ailment  requiring  the  services  of  some  six  physicians  with  a  total 
physician  bill  of  $1400.  All  six  physicians  refused  assignment.  The  Local 
Union  arranged  for  a  loan.  As  of  this  time  it  is  not  known  what  percentage  of 
the  bill  will  be  reimbursed  by  Medicare. 

A  Michigan  UAW  retiree  who  underwent  surgery  for  a  stroke  was  presented 
with  a  surgeon's  bill  for  $1,050.  The  attending  anesthetist  billed  another  $110. 
Both  physicians  refused  to  assign  the  bills  to  Medicare  and  suggested  the  patient 
pay  and  request  reimbursement  from  Medicare.  The  patient  had  additional  bills 
for  several  office  visits.  As  of  this  time,  we  have  no  information  on  the  amount 
he  was  reimbursed  by  Medicare. 

A  71  year  old  California  retiree  (non-UOW)  received  bills  from  four  physi- 
cians and  surgeons  following  a  heart  operation.  Since  all  four  doctors  refused 
assignment,  the  patient  and  his  family  had  to  raise  the  $479  required.  They 
came  to  the  UAW  Medicare  Advisory  Center  to  learn  how  they  could  secure  early 
reimbursement  from  Medicare  for  all  or  part  of  the  bills. 

A  74  year  old  Waterbury,  Connecticut  (non-U AW)  retiree  with  a  monthly  in- 
come of  $150,  whose  only  medical  care  insurance  is  provided  by  Medicare,  was 
forced  to  borrow  money  and  pay  interest  on  a  loan  to  pay  a  doctor's  bill  of  $1,950. 
Reimbursement  from  Medicare  for  the  government's  liability  was  delayed  ap- 
proximately two  months  because  the  intermediary  had  to  obtain  additional  in- 
formation from  the  claimant. 

The  wife  of  a  St.  Louis,  Missouri  UAW  retiree  was  informed  by  her  doctor 
during  a  routine  office  visit  for  treatment  of  a  chest  condition  that  he  would  no 
longer  accept  her  as  a  patient.  Henceforth  he  intended  only  to  accept  under  65 
patients,  because  Medicare  requires  too  much  "book  work"  and  "red  tape". 

It  is  strange  indeed  that  half  of  the  current  generation  of  American  physicians 
should  find  themselves  conscientiously  unable  to  accept  assignment  and  perform 
the  necessary  paper  work.  The  procedures  are  no  more  onerous  than  those 
required  by  their  own  Blue  Shield  organizations  and  commercial  insurance  com- 
panies with  which  they  have  worked  for  years  .  .  .  and  which  have  relieved 
them  of  the  much  more  troublesome  and  costly  tasks  of  collecting  bills  and  fol- 
lowing up  on  deliquent  accounts. 

The  basic  difficulty,  in  my  opinion,  stems  from  regrettable  attitudes  and 
prejudices  of  some  members  .of  the  medical  profession.  There  are  those  in 
American  medicine  who  are  unable  or  unwilling  to  adapt  their  attitudes  to  the 
social  aspects  of  medicine,  even  in  the  face  of  overwhelming  public  and  congres- 
sional support  of  new  public  means  to  pay  fairly  and  fully  for  their  services. 
Others  are  incapable  of  recognizing  that  under  public  programs  the  profession 
can  no  longer  be  given  the  power  to  establish  "administered  prices"  for  their 
services,  without  regard  to  the  reasonable  and  fairly  determined  charges  estab- 
lished by  the  program  for  their  services. 

Even  more  reprehensible  is  the  continued  efforts  by  substantial  groups  of 
physicians  to  intimidate  the  aged  by  demanding  payment  at  the  time  of  service 
in  a  poorly  concealed  attempt  to  sabotage  and  discredit  Medicare. 

To  confuse  the  issue  by  claiming,  as  some  do,  that  the  government's  payment 
mechanism  constitutes  unwarranted  interference  with  the  "doctor-patient"  re- 
lationship is  blatant  misrepresentation. 

We  believe  conditions  created  by  the  existing  statutory  requirements  which 
permit  either  the  assignment  or  direct  pay  procedure  cry  out  for  correction.  The 
only  acceptable  solution  would  be  to  limit  payments  by  Medicare  only  to  those 
cases  in  which  the  physician  accepts  assignment. 

11.  National  Advisory  Health  Council. — In  the  structure  of  the  Medicare 
program,  provision  has  been  made  to  consult  on  an  organized  basis  with  pro- 
viders of  care,  particularly  hospitals,  physicians  and  commercial  insurance, 
and  Blue  Cross  and  Blue  Shield  fiscal  intermediaries.  As  a  part  of  this  struc- 
ture, a  National  Medical  Review  Committee  was  established  to  study  the  utiliza- 
tion of  hospital  and  other  medical  care  and  services  under  Medicare.  It  is 
now  proposed  that  this  Committee,  which  I  understand  has  not  been  brought 
into  operation,  should  now  be  increased  from  9  to  16  members,  with  physicians 
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remaining  in  the  majority  but  with  increased  public  representation.  Moreover 
the  proposed  amendments  would  also  establish  a  consumer  advisory  council 
under  Title  XIX,  with  a  majority  of  consumer  representatives. 

We  seriously  question  this  particular  approach  to  insuring  that  the  million 
consumers  of  care  can  make  known  their  needs,  interests,  concerns  and  exper- 
iences with  the  current  range  of  publicly  financed  personal  health  service  pro- 
grams now  under  Federal  or  Federal-State  auspices,  including  Titles  XVIII 
and  XIX. 

With  the  impressive  expansion  of  public  programs  in  the  field  of  personal 
health  services  there  is  now  an  urgent  need  to  provide  an  important,  high 
level  forum  for  purveyors  of  service  and  consumers  to  hear,  discuss  and 
make  recommendations  on  all  developments  in  the  health  care  field  that  are 
under  the  aegis  of  HEW.  Opportunities  must  be  provided  to  bring  to  the 
attention  of  the  Administration  needs,  problems,  gaps  in  service  and/or  policies 
which  are  interfering  with  sound  development  of  the  programs.  There  is  a 
similar  need  to  provide  a  channel  for  reviewing  administrative  regulations 
and  interpretations  which  may  adversely  affect  consumers  of  health  care  and 
privately  negotiated  programs,  as  well  as  for  a  nonpolitical  public  forum  to 
consider  and  recommend  legislation  to  strentghen  existing  programs  and  to 
correct  inequities  that  develop. 

We  therefore  recommend  the  establishment  of  a  National  Advisory  Health 
Council  to  serve  the  programs  under  both  Titles  XVIII  and  XIX  and  other 
specialized  programs  under  HEW  concerned  with  the  planning  and  develop- 
ment and  health  resources ,  and  services,  and  the  provision  of  special  disease 
oriented  or  special  group  oriented  programs.  This  new  body  would,  among 
other  things,  replace  the  present  National  Medical  Review  Committee  and  the 
proposed  consumer  advisory  counsel  under  Title  XIX.  The  new  National  Coun- 
cil should  consist  of  representatives  of  hospitals,  physicians  and  other  providers 
of  service  but  a  majority  of  members  should  be  broadly  representative  of  the 
consuming  public  including  the  major  segments  of  the  population. 

12.  Title  XIX  (Medicaid) . — The  development  of  Mdeicaid  programs  in  the 
various  states  has  created  many  heated  controversies.  As  a  consequence,  Con- 
gress is  under  pressure  to  make  a  number  of  changes  in  the  Title  XIX  program. 

I  do  not  have,  at  this  time,  a  set  of  detailed  recommendations  for  amending 
the  Title  XIX.  I  am  especially  concerned,  however,  with  the  attempts  now 
being  made  to  cut  back  in  Medicaid,  specifically  the  proposal  to  require  a  state 
to  limit  eligibility  for  Medicaid  to  persons  whose  incomes  are  not  more  than 
50  per  cent  above  the  state's  income  limits  for  cash  assistance. 

I  believe  the  89th  Congress  acted  wisely  in  not  setting  for  the  states  an 
upper  income  limit  on  Title  XIX  eligibility.  It  would  be  unfortunate  to  undo 
that  now  before  many  of  of  the  state  programs  are  even  fully  operative.  And 
I  remind  you  again  that  the  present  standards  for  cash  assistance  in  many 
of  the  states  are  so  low,  that  a  150  per  cent  ceiling  for  medical  assistance  would 
be  almost  meaningless.  Imposition  of  the  150  per  cent  maximum,  moreover, 
attempts  to  set  a  state  maximum  that  totally  ignores  an  essential  characteristic 
of  health  care  costs — their  wide  and  unpredictable  variations  among  individuals. 

/  respectfully  request,  therefore,  that  you  do  not  limit,  by  setting  income  ceil- 
ings or  introducing  other  restrictions,  the  existing  right  of  each  state  to  establish 
its  oivn  maximum  criteria  for  determining  needs. 

The  members  of  the  UAW  support  fully  the  objectives  of  the  health  care  pro- 
grams as  outlined  in  Titles  XVIII  and  XIX  of  the  Social  Security  Act.  We 
applaud  the  vision  of  the  Congress  and  the  Administration  for  the  constructive 
steps  thus  far  taken,  and  particularly  commend  the  Administration  for  the  con- 
scientiousness, vigor  and  dedication  with  which  efforts  are  being  made  to  carry 
out  the  spirit  as  well  as  the  letter  of  this  complex  legislation. 

At  the  same  time  we  recognize,  as  I  am  confident  do  the  members  of  this 
Committee,  that  this  long  overdue  pioneering  effort  in  social  legislation  inevitably 
will  have  inadequacies  and  initial  inconsistencies. 

The  right  to  good  health  is  now  established  in  the  value  system  of  the  Amer- 
ican people.  We  know  the  Congress  is  genuinely  concerned  with  making  it  pos- 
sible for  all  our  people  to  achieve  good  health.  To  enable  our  older  citizens  fully 
to  benefit  from  the  opportunities  for  improved  health  which  the  miracles  of 
modern  science  have  made  possible  in  recent  years  will  now  require  the  sub- 
stantial improvements  we  are  recommending  in  the  programs.  The  health  and 
wellbeing  of  our  senior  citizens  will  not  be  protected  nor  can  it  wait  the  promise 
of  more  adequate  measures  at  some  point  in  the  future. 
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[Resolution  adopted  December  1966  by  the  Executive  Board  of  the  Industrial  Union 

Department] 

Income  Maintenance 

More  and  more  Americans  are  recognizing  that  our  resources  are  so  vast  that 
our  economy  can  bear  without  strain  programs  which  will  ensure  a  decent,  ade- 
quate, and  humane  standard  for  all  citizens.  Even  under  conditions  of  high 
employment  it  is  obvious  that  there  are  millions  of  persons  who,  though  em- 
ployed full-time,  year  round,  are,  because  of  substandard  wages,  consigned  to 
poverty.  At  the  same  time  there  are  millions  who  are  unable  to  work  produc- 
tively because  of  age,  disability — either  physical  or  mental — family  respon- 
sibilities, or  for  other  reasons.  These  persons  must  depend  upon  a  comprehensive 
and  adequate  program  of  income  maintenance  if  they  are  not  to  live  lives  of 
disillusionment,  poverty  and  despair. 

The  achievement  of  such  a  minimum  income  standard  for  all  Americans  in- 
volves a  forthright  commitment  by  the  government  that  as  a  nation  we  should 
not,  and  will  not,  tolerate  the  prevalence  of  widespread  poverty  and  substandard 
conditions,  particularly  when  it  is  clear  we  have  the  means  to  assure  every  family 
and  individual  a  decent  minimum  income.  For  those  in  the  "working  poor" 
category,  minimum  wages  must  be  raised  substantially. 

A  comprehensive  system  of  social  insurance  should  be  the  basic  mechanism  for 
providing  a  guaranteed  income  for  workers  and  their  dependents,  high  enough 
to  maintain  a  decent  living  standard  when  earnings  are  interrupted  by  circum- 
stances beyond  their  control.  By  providing  benefits  as  a  matter  of  earned  right 
to  all  workers,  its  purpose  is  to  prevent  poverty  rather  than  to  make  poverty 
the  test  for  entitlement  to  its  benefits.  But  if  our  social  insurance  system  is 
to  fulfill  its  function  of  income  maintenance,  its  benefits  need  to  be  greatly  in- 
creased, its  coverage  expanded  to  include  all  wage  earners,  and  its  content 
broadened  to  meet  all  risks  of  interruption  of  income  to  which  workers  are 
subjected. 

It  is  now  more  than  30  years  since  our  Social  Security  System  was  established, 
yet  the  cash  benefits  available  upon  retirement,  death  or  disability  of  workers  are 
woefully  inadequate.  About  two  million  recipients  are  forced  to  seek  public 
assistance  to  meet  their  basic  needs. 

Today,  the  average  monthly  benefit  for  a  retired  worker  is  about  $84;  for 
an  elderly  couple  about  $130.  Benefit  increases  of  10,  15  or  even  20  percent  are 
insufficient  to  provide  even  a  minimum  standard  of  comfort  for  our  older  citizens. 
They  are  unacceptable  if  the  "Great  Society"  and  the  "War  Against  Poverty" 
are  to  be  more  than  slogans  for  workers  and  their  families. 

At  a  minimum,  Congress  in  1967  should  enact  a  program  which  will  raise  the 
current  minimum  monthly  benefit  to  at  least  $100  for  the  disabled  or  retired 
worker  and  pro-vide  benefit  increases  of  at  least  50  percent  for  all  other  workers 
covered  by  the  system,  Furthermore,  adequate  benefit  levels  once  established 
must  be  kept  current  in  relation  to  rising  prices  and  real  wages.  Not  only  must 
the  purchasing  power  of  our  aged  be  protected,  they  too  must  share  in  our  rising 
standard  of  living.  To  achieve  these  ends,  provision  must  be  made  for  a  sub- 
stantial contribution  to  our  Social  Security  System  from  general  revenues.  The 
provisions  of  S.  3661,  introduced  in  the  89th  Congress  by  Senator  Robert  Kennedy 
and  11  other  Senators  of  both  parties,  point  the  direction  in  which  we  must  move. 

Insofar  as  our  unemployment  compensation  program  is  concerned,  we  deplore 
the  failure  of  the  89th  Congress  to  enact  federal  standards  to  assure  that  unem- 
ployed workers  receive  benefits  of  at  least  50  percent  of  their  weekly  wage  during 
periods  of  unemployment  and  to  eliminate  the  most  harsh  and  restrictive  dis- 
qualifying provisions  of  state  laws.  The  emerging  signs  of  a  slackening  in  our 
economy  only  emphasize  the  need  for  immediate  improvements  in  the  program  to 
provide  unemployment  benefits  to  workers  and  their  families. 

At  the  same  time  as  we  improve  our  social  insurance  system,  we  must  recog- 
nize that  there  are  millions  of  Americans  who  are  not  within  the  labor  market 
and  for  whom  a  public  program  of  providing  financial  assistance  and  social 
services  is  essential.  The  existing  public  welfare  program  in  the  United  States 
is  woefully  inadequate. 

Restrictive  eligibility  requirements  which  violate  the  dignity,  privacy,  and  con- 
stitutional rights  of  recipients  must  be  eliminated  and  adequate  benefits  must  be 
available  to  all  who  need  them  as  a  matter  of  legal  right.   We  must  revise  our 
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current  system  to  provide  for  a  nationwide  program  of  basic  social  guarantees 
along  the  lines  recommended  by  the  Public  Welfare  Advisory  Council  or  substi- 
tute some  other  fair  and  equitable  program  to  assure  a  basic  floor  of  economic 
and  social  protection  for  all  Americans. 

The  Chairman.  Mr.  Keuther,  we  thank  you,  sir,  for  bringing  to  us 
in  your  very  able  manner  the  viewpoint  of  yourself  and  the  United 
Automobile  Workers  of  America.  Thank  you. 

Are  there  any  questions  of  Mr.  Reuther  ?    Mr.  Gilbert  ? 

Mr.  Gilbert.  Mr.  Reuther,  I  want  to  compliment  you  on  your  state- 
ment here  this  morning.  I  presume  that  you  are  familiar  with  the 
fact  that  I  introduced  a  bill,  H.R.  6263,  which  embodies  many  of 
the  things  that  you  have  set  forth  here  this  morning,  in  particular  the 
question  that  the  Government  should  participate  in  this  plan  and  con- 
cerning general  revenue. 

I  wonder,  sir,  if  you  have  any  comment  with  respect  to  the  provi- 
sions of  my  bill  ? 

Mr.  Reuther.  Congressman  Gilbert,  I  want  to  say  that  we  appreci- 
ate very  much  the  fact  that  you  have  introduced  this  legislation.  As 
you  have  indicated,  it  more  nearly  parallels  the  recommendations 
that  we  have  made  than  does  any  current  bill  pending  either  in  the 
House  or  in  the  Senate. 

We  believe  that  the  essential  structure  of  your  recommendations  are 
sound  and  we  hope  that  you  can  persuade  a  majority  of  your  commit- 
tee and  a  majority  of  the  Congress  to  support  your  approach. 

Mr.  Gilbert.  Thank  you. 

The  Chairman.  Any  further  questions  ?  Mr.  Curtis. 

Mr.  Curtis.  Mr.  Chairman,  I  always  appreciate  the  appearance 
of  Mr.  Reuther.  He  gives  us  a  lot  of  food  for  thought.  I  want  to 
say  that  I  have  not  yet  had  a  chance  to  read  the  full  53  pages  of  your 
prepared  statement,  but  I  will  when  I  have  an  opportunity  and  I 
have  tried  to  follow  your  oral  statement. 

Mr.  Chairman,  as  I  have  done  before,  too,  because  I  find  it  con- 
venient, I  would  like  to  ask  unanimous  consent  that  we  put  Mr.  Reu- 
ther's  press  release  in  the  record,  with  your  approval,  at  this  point. 
I  made  notes  on  it  to  ask  questions. 

The  Chairman.  Without  objection,  it  will  be  made  a  part  of  the 
record. 

(The  press  release  referred  to  follows :) 

Press  Release  Dated  Wednesday,  March  22,  1967,  From  UAW  Washington 

Office 

Washington,  D.C.,  March  22. — A  general  increase  of  at  least  50  per  cent  in 
Social  Security  benefits  with  a  monthly  minimum  of  $100.00  and  extensive 
liberalization  of  Medicare  provisions  were  urged  today  by  UAW  President  Walter 
P.  Reuther,  as  major  segments  of  a  comprehensive  program  to  elevate  millions 
of  older  Americans  above  poverty  levels  of  existence  and  to  eliminate  "dollar 
barriers"  to  good  health. 

Reuther  proposed  that  federal  general  revenues  now  be  assigned  a  larger 
share  of  social  security  costs.  He  recommended  that  eventually  there  be  approx- 
imately equal  sharing  of  contributions  by  workers,  employers  and  government. 

In  the  area  of  Medicare,  he  urged  payment  to  doctors  only  by  assignment  in 
order  to  eliminate  both  hardships  on  retirees  and  excessive  fees.  Reimburse- 
ment for  prescription  drugs  used  outside  the  hospital  was  advanced  as  a  revision 
to  meet  a  major  health  need  of  the  aged. 
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Reuther  outlined  his  proposals  in  a  statement  prepared  for  the  House  Ways 
and  Means  Committee  which  is  holding  hearings  on  amendments  to  the  Social 
Security  Act. 

The  Social  Security  system  will  still  fall  "far  short  of  making  the  Great 
Society  a  reality"  for  millions  of  our  older  citizens  and  others  who  rely  on 
Social  Security  if  Congress  does  no  more  than  enact  a  proposed  general  benefit 
increase  of  15  percent.  Reuther  declared. 

He  urged  a  beak  with  "the  practice  of  periodically  doling  out  minute  benefit 
increases  and  tinkering  with  this  or  that  inequity  without  ever  admitting  how 
pitifully  small  the  benefits  are"  in  comparison  with  the  vast  human  needs. 

"In  1967,  our  economy  has  achieved  unparalleled  abundance  with  a  gross 
national  product  approaching  $750  billion,"  Reuther  asserted,  "yet  we  have  failed 
to  achieve  the  goal  we  set  for  ourselves  as  national  policy  a  generation  ago  when 
the  gross  national  poduct  was  less  than  $73  billion.  The  unpleasant  truth  is 
that  Social  Security  cash  benefits  are  not  adequate  today  nor  have  they  been 
adequate  at  any  time  in  the  entire  history  of  the  program." 

Although  the  aged  make  up  less  than  10  per  cent  of  the  total  population, 
Reuther  said,  "by  various  estimates  it  appears  that  20  to  25  per  cent  of  those 
we  count  as  poor  are  65  and  over." 

With  about  80  per  cent  of  the  65-and-over  population  on  Social  Security,  "there 
can  scarcely  be  any  doubt,"  he  asserted,  "that  poverty  among  the  aged  is  largely 
attributable  to  inadequate  Social  Security  benefits. 

"By  any  reasonable  measure,"  Reuther  said,  "current  benefit  levels  are  appal- 
lingly inadequate  and  fail  to  afford  minimum  standards  of  decency  and  self- 
respect  to  the  millions  of  Americans  for  whom  the  monthly  insurance  benefits  are 
either  the  sole,  or  major,  source  of  income."  He  produced  the  following  statistics 
based  on  available  1964  data — 

About  23  per  cent  of  retired  worker  beneficiaries  received  monthly  benefits 
of  less  than  $50,  48  per  cent  received  received  less  than  $75,  and  nearly  72 
per  cent  received  less  than  $100. 

Practically  25  per  cent  of  retirees  with  wives  62  years  of  age  and  older 
were  paid  monthly  benefits  below  $100  and  58  per  cent  received  less  than 
$150. 

More  than  23  per  cent  of  aged  widows  were  paid  less  than  $50,  53  per  cent 
less  than  $70,  and  only  1.5  per  cent  more  than  $100. 

The  seven  per  cent  increase  in  benefits  voted  in  1965  made  little  progress  in 
adjusting  these  gross  inadequacies,  Ruether  declared. 

He  pointed  out  that  no  more  than  15  per  cent  of  the  aged  have  any  income 
from  private  pension  plans  and  only  35  per  cent  of  all  workers  in  the  country 
are  currently  covered  by  any  kind  of  private  pension  plan. 

The  UAW  President  asserted  that  the  goal  of  the  Social  Security  System 
should  be  achievement  and  maintenance  of  a  public  retirement  income  program 
of  approximately  two-thirds  of  the  worker's  average  covered  earnings  prior  to 
retirement,  appropriately  adjusted  to  changes  in  wages,  prices  and  living  stand- 
ards. 

"Our  economy  can  afford  it,"  he  said,  "and  our  society  owes  to  every  American 
assurance  that  he  may  look  forward  after  a  lifetime  of  work  to  retirement  in 
comfort  and  dignity. 

"In  my  lifetime,  the  average  life  expectancy  at  birth  has  increased  by  20 
years — from  50  to  70  years.  If  the  advances  in  longevity  are  made  possible  by 
medical  science  are  not  to  become  travesties,  social  improvements  of  equal 
magnitude — such  as  those  we  are  proposing  in  Social  Security — are  imperative. 
It  has  often  been  said  and  is  worth  restating  that  we  must  not  only  extend  life, 
as  we  are  doing,  but  also  make  that  life  worth  living." 

Reuther  made  the  following  specific  recommendations  which  he  said  were 
"initial  steps,  immediately  attainable  in  1967,  toward  our  longer  range  goals" — 
Guaranteed  minimum  benefits  of  at  least  $100  a  month  for  a  disabled 
worker  or  a  worker  now  retired  or  retiring  at  age  65,  a  minimum  of  $150  a 
month  for  a  husband  and  wife  whose  benefits  commence  at  age  65,  and  pro- 
portional adjustments  for  other  beneficiary  groups. 

A  general  increase  of  at  least  50  per  cent  in  current  and  prospective  benefit 
schedules. 

Raising  to  $15,000,  "in  fairly  broad  steps  over  the  next  several  years," 
the  base  for  computing  contributions  and  benefits  and  easing  "the  burden 
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of  the  regressive  payroll  tax  on  the  lowest  paid  workers"  by  exempting  the 
first  $600  of  covered  earnings. 

Addition  of  a  basic  new  feature  for  automatic  adjustment  of  benefits  to 
reflect  changes  in  both  the  cost  of  living  and  in  the  average  wage  levels  of 
employed  workers. 

Payment  to  aged  widows  of  100  per  cent  of  the  primary  amount  that  would 
have  been  paid  to  their  husbands  at  age  65. 

Computation  of  benefits  on  the  basis  of  worker's  highest  10  years  of  earn- 
ings to  establish  payments  reasonably  related  to  pre-retirement  income. 
This  would  protect  benefit  levels  of  early  retirees  and  of  workers  who  have 
suffered  prolonged  involuntary  unemployment. 

Regular  contributions  to  the  Social  Security  Trust  Funds  from  general 
revenues  of  the  Federal  Government  to  provide  approximate  equal  sharing 
of  costs  by  workers,  employers  and  government.  "Higher  payroll  tax  rates 
would  intensify  the  regressive  character  of  the  present  contribution  struc- 
ture and  place  an  unjustifiable  burden  on  low  paid  workers,  middle-income 
families  with  two  wage  earners  and  young  workers  just  entering  the  labor 
force,"  he  said. 

Among  the  nations  of  the  world,  Reuther  pointed  out,  government  participa- 
tion in  sharing  social  insurance  costs  is  the  general  rule. 

"Except  for  the  underdeveloped  countries  and  those  under  communist  domina- 
tion," he  said,  "the  United  States — along  with  a  few  others  such  as  Argentina 
and  France — is  almost  alone  in  depending  so  heavily  on  employee-employer 
financing  of  social  insurance." 

Reuther  used  Canadian  plans  to  illustrate  his  point.  This  year  all  eligible 
Canadian  residents  68  years  of  age  or  older,  without  any  means  of  income  test, 
are  receiving  pensions  of  $75  a  month — $105  if  they  have  no  other  income.  An 
elderly  couple  thus  is  guaranteed  a  minimum  monthly  income  of  $210.  By  1970, 
these  pensions  will  become  payable  at  age  65. 

The  Canadian  pensions  are  not  supported  by  payroll  taxes  but  come  out  of 
general  revenues,  he  said. 

Reuther  reiterated  UAW  support  of  specific  recommendations  by  President 
Johnson  to  increase  special  benefits  payable  to  persons  over  age  72,  to  pay  these 
special  benefits  to  an  additional  200,000  persons,  to  provide  benefits  for  disabled 
widow  under  age  62,  to  cover  500,000  farm  workers  now  excluded,  to  apply  Fed- 
eral service  toward  Social  Security  credits  for  government  workers  ineligible 
for  civil  service  benefits. 

Substantial  upgrading  of  the  Social  Security  Act's  medical-hospital  programs 
was  proposed  by  UAW  because,  Reuther  said,  "Medicare  in  its  present  form  falls 
considerably  short  of  providing  the  type  of  financially  adequate,  comprehensive 
program  which  the  aged  require  and  which  must  be  provided  if  they  are  to  gain 
full  health  security. 

"It  has  been  estimated  by  government  officials  that  Medicare  will  cover  no 
more  than  40  to  60  percent  of  an  individual's  hospital  and  medical  care  costs. 
We  must  do  better." 

The  following  UAW  proposals  for  revisions  in  the  Health  Insurance  Pro- 
gram were  presented  to  the  Committee : 

Elimination  of  present  deductible  and  co-insurance  requirements.  This 
would  provide  full  in-patient  coverage,  full  hospital  out-patient  diagnostic 
services,  eliminate  patient  payments  in  extended  care  facilities  under  Part 
A  and  provide  the  entire  reasonable  cost  of  services  made  available  under 
Part  B,  including  services  for  out-of-hospital  psychiatric  care. 

Extension  to  365  days  of  the  present  90-day  maximum  for  general  hospital 
care  and  discarding  of  the  unique  limitations  of  the  program  related  to  men- 
tal illness. 

Provision  under  Part  A  for  reimbursement  to  hospitals  of  both  the  tech- 
nical and  professional  costs  of  services  rendered  by  hospital-based  spe- 
cialists. Reuther  said  "one  of  the  unfortunate  errors"  in  Medicare  legis- 
lation was  restriction  of  the  right  of  hospitals  to  bill  for  professional  com- 
ponents of  hospital-based  specialist  services.  A  proposal  before  Congress 
to  shift  these  services  to  a  new  Part  C  subject  to  deductibles  was  labeled  by 
Reutners  as  "a  poorly  conceived  remedy." 

Elimination  of  the  requirement  of  a  three-day  prior  hospital  stay  for 
admission  to  an  extended  care  facility  and  extension  of  the  maximum  stay 
from  the  present  100  to  730  days. 
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Termination  of  use  of  private  insurance  carriers  in  the  administration 
of  Medicare  benefits  in  order  to  eliminate  conflict  of  interest.  UAW  pro- 
poses that  administration  be  in  the  hands  of  state  health  departments  which 
meet  federal  criteria  and  have  the  willingness  and  capacity  for  such  super- 
vision, otherwise,  there  should  be  direct  federal  operation  through  expan- 
sion of  existing  HEW  organizations. 

Establishment  of  effective  cost  and  quality  controls.  Reuther  said  there 
are  widespread  reports  of  escalation  of  physicians  fees,  possible  over-servic- 
ing and  rendering  of  unnecessary  care. 

Encouragement  of  group  practice  medical  care  plans  by  institutions  of  a 
method  of  reimbursement  that  does  not  penalize  them  for  the  economies  in 
the  cost  of  providing  services.  Proposed  is  a  formula  to  pay  an  amount  equal 
to  the  average  per  capita  cost  under  Medicare  for  all  beneficiaries  in  the  area 
served  by  the  group  practice  plan. 

Inclusion  of  coverage  costs  of  prescription  drugs  used  outside  the  hospital. 

Extension  of  Medicare  coverage  to  all  Social  Security  beneficiaries  includ- 
ing the  disabled,  dependents,  survivors  and  spouses,  at  any  age  of  retired 
workers. 

Limitation  of  payment  by  Medicare  only  to  those  cases  in  which  the  physi- 
cian accepts  assignment.  Reuther  cited  evidence  of  hardships  caused  by 
physicians  who  refused  to  accept  fee  assignments,  thus  causing  retirees  to 
secure  loans  for  advance  payments  while  they  waited  long  periods  of  time 
for  only  partial  reimbursement. 

Establishment  of  a  National  Advisory  Health  Council  to  advise  HEW  on 
planning  and  development  of  Health  resources  and  services. 

Rejection  of  any  proposal  to  limit — by  setting  income  ceilings  or  introduc- 
ing other  restrictions — the  existing  right  of  each  state  to  establish  its  own 
maximum  criteria  for  determining  needs  under  the  Medicaid  program. 

Mr.  Curtis.  I  wanted  to  get  your  basic  concept  of  social  security  in- 
asmuch as  you  ask  us  to  take  this  good  look,  and  I  want  us  to.  In  the 
beginning  it  was  supposed  to  be,  as  I  understood  it,  a  base  upon  which 
we  would  build  the  private  and  personal  savings  of  our  people  as  well 
as  what  has  been  developing,  as  you  point  out,  the  private  pension 
plans. 

Would  you  still  contemplate  that  the  basic  retirement  system  of  our 
people  should  include  all  three  elements,  or  do  you  want  the  Govern- 
ment to  assume  a  bigger  burden  or  a  bigger  portion  of  this  package  ? 

Mr.  Keuther.  I  think  that  the  social  security  system  as  conceived  in 
the  very  beginning  was  dealing  with  two  aspects  of  our  problem.  One, 
it  was  a  means  by  which,  through  universal  coverage,  or  essentially 
universal  coverage,  wage  earners  could  participate  in  an  insurance  sys- 
tem that  was  self-financed  along  with  the  employer.  That  portion  of 
the  program  is  as  sound  today  as  it  was  in  the  very  beginning.  What 
has  happened,  however,  is  that  there  is  a  further  element  or  ingredient 
which  is  built  into  this  which  has  a  broad  social  aspect,  and  I  believe 
it  is  in  that  area  where  many  of  the  costs  have  to  be  met  on  a  different 
basis ;  that  it  is  not  really  sound  or  proper  as  a  mater  of  public  policy 
to  expect  the  wage  earner  and  the  employer  though  exclusive  reliance 
upon  the  payroll  tax  to  carry  the  burden  of  these  broad  social  aspects  of 
the  social  security  system.  So  we  are  doing  two  things,  and  it  seems  to 
me  that  those  two  things  should  be  kept  as  a  part  of  the  total  program, 
but  I  am  for  sharing  the  cost  on  an  equal  basis  between  the  three 
groups. 

Mr.  Curtis.  You  still  are  directing  your  essential  attention,  and 
this  is  right,  as  we  in  the  committee  should,  to  the  governmental  pro- 
gram. What  I  am  trying  to  do  is  to  direct  some  attention  to  the  other 
parts  of  a  person's  retirement  because  we  are  talking  about  people,  and 
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the  Government  provides  a  part  and  this  was,  I  understood,  the  orig- 
inal concept  of  social  security,  but  then  on  top  of  this  would  be  the 
personal  savings,  the  homes  they  pay  for,  and  their  property,  and 
their  other  savings  as  well  as  this  new  ingredient  that  began  really  in 
1942,  the  private  pension  plans  that  your  union  and  others  have  so 
ably  worked  out  with  management. 

I  am  seeking  to  get  your  understanding  of  what  balance  you  think 
should  exist  there,  because  from  your  paper,  as  much  as  I  have  been 
able  to  read  it,  and  certainly  your  oral  testimony,  you  are  urging  that 
the  governmental  part  of  a  person's  retirement  program  be  consider- 
ably increased. 

See  what  I  am  getting  at  ? 

Mr.  Keuther.  Yes,  I  understand.  To  begin  with,  I  am  a  very 
strong  believer  in  supplementing  the  social  security  benefit  structure 
by  privately  negotiated  pension  plans.  I  wish  that  every  American 
wage  earner  were  enjoying  the  level  of  privately  negotiated  pension 
plans  as  are  the  members  of  my  own  union.  We  got  the  $400  early 
retirement  benefit  in  1964  and  this  was  an  important  breakthrough. 
I  believe  that  the  genius  of  our  system  is  to  work  out  various  combina- 
tions between  the  governmental  approach  that  deals  with  the  broad 
basic  needs  of  the  total  of  our  society  and  the  supplementation  of 
those  benefits  in  the  private  sector. 

I  don't  want  to  destroy  that.  I  want  to  strengthen  that.  I  believe, 
however,  that  the  social  security  benefits  have  to  be  increased  and 
made  more  adequate  if  they  are  to  provide  the  kind  of  adequate  and 
broad  foundation  upon  which  we  build  supplementation  in  terms  of 
the  private  effort. 

I  think  there  is  a  great  deal  of  misunderstanding  about  the  num- 
ber of  wage  earners  covered  by  privately  negotiated  pension  plans. 
I  think  the  headlines  make  people  believe  that  almost  every  worker 
has  a  pension  plan.  This  is  not  true.  Only  35  percent  of  America's 
wage  earners  have  the  benefits  of  a  supplementation  of  their  social 
security  payments  through  a  privately  negotiated  pension  plan ;  and 
when  you  look  at  the  current  people  under  social  security,  only  15 
percent  of  the  people  currently  receiving  social  security  benefits  are 
eligible  for  supplementation  in  terms  of  privately  negotiated  pension 
plans.  We  believe  because  there  are  so  many  people  who  are  at  the 
present  time  denied  the  benefits  of  the  private  effort  that  we  need  to 
raise  the  public  portion  of  the  program  and  make  it  more  adequate. 

Mr.  Curtis.  This  committee  of  course  has  a  big  aspect  of  the  juris- 
diction over  these  pension  plans  based  as  they  are  in  turn  on  giving 
credit  and  deductions  in  our  Federal  tax  laws. 

However,  these  pension  plans  really  have  their  origin  about  1942, 
and  I  am  glad  to  have  these  figures  that  only  35  percent  of  our  people 
are  right  now  covered.  Back  in  1942  the  figure  was  probably  about 
zero. 

I  am  anxious  to  see  what  there  is  in  the  way  of  growth  and  what  its 
future  potential  is.  Then  I  will  direct  the  immediate  question  to  you, 
Mr.  Reuther.  As  you  move  the  tax  base,  as  this  recommendation  of 
the  President  is,  to  $10,800  for  the  payroll  tax  you  are  moving  into 
the  very  area  I  would  think  where  these  private  pension  plans  would 
go  for  financing.  So  the  question  is  what  impact  do  you  think  raising 
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this  base  to  $10,800  for  enlarging  the  social  security  benefits  will  have 
on  the  potential  increase  and  continued  growth  of  the  private  pension 
programs  where  they  cover  35  percent  of  our  people,  but  hopefully  on 
up  into  the  80  percent.  Incidentally  social  security  has  over  a  period 
of  years  gradually  moved  up  to  where  we  now  almost  have  a  100-per- 
cent coverage. 

Mr.  Reuther.  I  have  sat  at  the  bargaining  table  now  for  more  than 
30  years  and  I  have  bargained  with  the  largest  corporations  in  Amer- 
ica as  well  as  many  hundreds  of  very  small  corporations.  I  do  not 
believe  that,  if  the  Congress  in  its  wisdom  implemented  the  recom- 
mendations that  we  are  making  and  provided  the  more  adequate  level 
of  benefits,  this  would  in  any  way  create  a  roadblock  or  make  more 
difficult  getting  an  extension  of  privately  negotiated  pension  plans. 

I  think  that  that  is  inevitable  and  that  pressure  for  that  is  going 
to  mount  as  more  and  more  workers  realize  that  they  are  not  sharing 
in  the  kind  of  protection  and  benefits  in  their  retirement  years  as  other 
workers  who  are  covered.  I  do  not  believe,  however,  that  making 
social  security  more  adequate  is  going  to  slow  down  the  spread  of  the 
supplementation  of  retired  income  in  terms  of  privately  negotiated 
pension  plans. 

Mr.  Curtis.  I  am  happy  to  have  your  advice,  although  I  worry 
deeply  about  it  because  these  things  have  to  be  financed  and  it  seems 
to  me  that  we  are  hitting  at  the  same  area  of  financing.  I  notice  in 
your  recommendations  you  want  us  to  project  our  minds  forward  to 
a  base  of  $15,000  rather  than  the  $10,800.  Am  I  correct  ? 

Mr.  Reuther.  That  is  right.  That  is  merely  a  matter  of  arithmetic, 
Congressman.  In  1936  we  used  the  $3,000  earnings  base  which  repre- 
sented 95-percent  coverage  of  earnings.  If  you  translate  that  arith- 
metic— after  all,  you  are  not  dealing  with  a  static  situation  you  are 
dealing  with  a  dynamic  situation  with  the  production  and  the  ex- 
pansion of  the  economy — if  you  translate  the  original  arithmetic  into 
the  current  situation  you  come  out  with  a  $15,000  base.  There  is  no 
basis  for  worry  that  the  gap  is  going  to  be  so  narrow  because  you  raise 
social  security  benefits  that  there  will  be  no  incentive  to  work  at  the 
bargaining  table.  If  you  took  the  $15,000  as  I  said  earlier,  and  you 
projected  that  into  terms  of  maximum  benefits  proposed  it  is  still 
only  31  percent  of  the  income  of  the  wage  earner  at  that  level.  So  he 
has  the  difference  between  31  percent  and  100  percent  to  supplement 
at  the  bargaining  table,  and  I  can  assure  you  as  a  person  who  is  going 
to  be  sitting  at  the  bargaining  table  in  a  few  months  that  is  enough 
latitude. 

Mr.  Curtis.  This  is  what  we  need  to  know  because  indeed  I  do  see 
if  you  adopt  the  approach  you  do  that  this  is  logical  and  indeed  in  the 
year  2000  you  will  probably  have  the  figure  up  to  $20,000  following 
the  same  arithmetic.  This  is  a  perfectly  respectable  theory,  even 
though  I  have  serious  questions  about  it. 

Here  is  what  I  seek  and  have  been  trying  to  interject  into  this  dis- 
cussion of  how  much  you  use  the  governmental  program,  and  how 
much  you  use  the  private  pension  program,  and  how  much  you  use 
the  individual  savings  of  the  people. 

The  Government  program  now  is  recognized  as  being  a  pay-as-you- 
go  system.   The  Social  Security  people  have  said  that  the  trust  fund 
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must  now  be  regarded  solely  as  a  contingent  fund  to  protect  against 
contingencies.  It  is  not  to  be  looked  upon  as  any  source  of  earnings 
for  paying  the  benefits. 

Now,  on  the  other  hand,  the  private  pension  plans  are  basing  their 
assumptions  on  paying  a  great  deal  of  the  benefits  from  the  earnings 
to  be  derived  from  the  savings  that  are  placed  in  the  trust  funds. 

In  fact,  our  trust  fund  now  for  private  pensions  is  around  $90 
billion  and,  as  you  say,  only  covers  right  now  paying  15  percent  of 
the  work  force.  We  must  relate  that  to  the  figure  of  $20  billion  or 
$21  billion,  whatever  it  is,  in  the  social  security  trust  fund  to  give 
the  full  thrust  of  this. 

Now,  I  think  the  figure,  and  I  have  asked  the  insurance  people 
to  supply  the  correct  figure  for  the  record,  would  be  that  around  60 
percent  of  the  benefit  payments  in  private  plans  is  derived  from  the 
earnings  from  the  investment.  It  seems  to  me  it  is  very  important 
to  our  society  on  both  sides  to  create  savings  which  then  become  the 
source  of  financing  economic  growth  which  provides  more  jobs  for 
our  people  as  well  as  the  higher  standard  of  living  as  they  make  better 
automobiles  or  whatever  it  is. 

This  generates  the  savings  from  that  end,  which,  incidentally  the 
European  countries  do  not  have.  It  is  our  institutional  investment 
from  pension  plans,  insurance,  and  so  forth  that  has  been  providing 
increasingly  the  wherewith  all,  the  savings,  for  financing  the  economic 
growth  in  this  country,  but  taking  it  to  the  other  side,  this  kind  of 
financing  of  a  retirement  system  seems  to  be  in  my  judgment  more 
solid  than  the  pay-as-you-go. 

I  think  there  is  a  place  for  pay-as-you-go  and  I  think  the  argument 
for  a  base  of  social  security  is  sound  so  I  am  really  talking  about 
balances  here  and  seeking  your  comments  on  where  you  think  these 
balances  should  be  struck,  because  your  presentation  here  as  I  read 
it  would  have  the  Government  move  in  with  a  pay-as-you-go  kind  of 
a  program  further. 

You  don't  think,  as  you  told  me,  that  this  will  impinge  upon  the 
continued  development  of  the  private  programs  which  are  based  on 
the  savings  and  the  trust  fund  concept.  But  I  pose  that  for  your 
comments  if  you  would  care  to  make  them  or  supply  a  more  con- 
sidered statement  on  this  issue  for  the  record  at  a  later  time.  You 
have  some  very  capable  people  in  your  shop,  I  know,  good  economists 
and  people  who  are  trying  to  project  their  minds  into  the  future 
on  this. 

Mr.  Eeuther.  Let  me  comment  very  briefly  and  then  we  could 
amplify  our  views  in  a  written  statement.    (See  p.  1471.) 

To  begin  with,  I  think  that  any  program,  whether  public  or  pri- 
vate, has  to  be  on  a  sound  financial  basis.  I  do  not  believe  that  any- 
one morally  has  the  right  to  make  a  commitment  to  a  worker  that 
he  is  going  to  get  benefits  when  the  resources  to  support  that  benefit 
structure  are  not  sufficiently  secure  to  assure  that  he  will  get  the 
benefits  at  the  time  he  has  been  promised  them. 

This  is  why  we  made  a  great  effort  at  the  bargaining  table  and 
we  had  a  strike  at  the  Chrysler  Corp.  for  104  days  and  the  only  issue 
was  whether  or  not  we  have  an  actuarially  sound  program.  They 
wanted  a  pay-as-you-go  program  and  we  wouldn't  take  that  because 
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we  said,  "How  can  we  in  good  conscience  tell  a  Chrysler  worker  that 
15  years  from  now  he  is  going  to  get  this  schedule  of  benefits  if 
there  is  not  a  trust  fund  with  the  money  in  to  guarantee  those  bene- 
fits?" This  was  the  fight. 

Now,  I  believe  that  that  same  principle  has  to  be  applied  to  both 
private  and  public  programs  excepting  the  public  program  can  have 
a  margin  of  latitude  that  is  much  greater  than  a  private  plan  for 
the  simple  reason  no  one  believes  that  the  U.S.  Government  is  going 
out  of  existence. 

A  corporation  can  go  out  of  existence.  We  have  had  the  practical 
problems  of  the  Studebaker  Co.  where  for  technological  reasons  and 
other  reasons  the  company  goes  out  of  business. 

Therefore,  you  obviously  have  to  finance  a  private  system  some- 
what differently  than  a  public  system  for  the  simple  reason  that  the 
Government  is  a  much  more  secure  instrument  than  is  a  private  in- 
dividual corporation.  But  we  should  be  most  happy  to  give  you 
a  more  detailed  definition  of  our  attitude  on  this  matter. 

I  do  believe,  however,  that  if  you  have  information  indicating 
that  60  percent  of  the  payment  of  pension  benefits  in  private  plans 
is  coming  out  of  earnings,  that  is  a  very  much  exaggerated  figure. 
I  wish  that  were  true,  because  if  that  were  true  I  can  tell  you  that 
we  will  be  knocking  on  the  doors  of  a  few  big  corporations  very 
shortly  and  telling  them  "Why,  we  can  get  pensions  much  bigger 
out  of  what  you  are  paying  payrollwise  because  60  percent  is  coming 
out  of  earnings." 

May  I  quote  you  to  them  on  this? 

Mr.  Curtis.  Let  me  say  this.  You  certainly  can  quote  me  on  what- 
ever the  figure  turns  out  to  be,  and  let  me  say  this.  Don't  impute  to 
them  this  60  percent  figure.  I  was  trying  to  grab  at  a  figure  when  I 
was  interrogating  them.  I  said  I  didn't  know  what  it  was.  I  said 
would  it  be  somewhere  around  that.  They  said,  well,  that  didn't  sound 
too  unreasonable,  but  they  in  turn  didn't  know  what  it  was,  would  go 
back  to  find  it.  I  don't  know  what  it  is. 

Mr.  Reuther.  I  hope  you  are  right. 

Mr.  Curtis.  Well,  I  do,  too,  and  at  least  I  don't  just  grab  figures  out 
of  the  air  completely,  but  it  is  an  approximate  figure  that  I  was  grab- 
bing out  based  upon  a  person  starting  to  pay  in  at  20  and  paying  in 
for  45  years,  well,  how  much  does  that  accumulate,  so  how  much  earn- 
ings do  you  have  over  that  period  of  time  ? 

Let  me  pose  the  problem,  too,  and  give  you  for  your  considered  an- 
swer for  the  record  the  very  thing  that  I  posed  to  them.  Our  pres- 
ent payments  at  maximum  are  $174  for  the  workman  and  a  matching 
fund  for  the  employer,  so  that  is  $348  a  year.  This  maximum  pay- 
ment would  be  $599  for  the  single;  double,  $1,198,  so  an  increase  of 
$850. 

Now,  the  maximum  benefit  payments  resulting  from  that,  $168  at 
the  present,  and  then  it  would  be  $286  or  I  am  not  sure  of  that  $286. 
It  is  $280  something. 

Mr.  Lesser.  $288. 

Mr.  Curtis.  $288,  yes.   That  gives  an  increase  of  $120  a  month. 
Now,  as  my  good  friends  on  the  other  side  pointed  out  when  I  pre- 
sented this,  and  I  fully  intended  that,  there  are  other  benefits  derived 


SOCIAL  SECURITY  AMENDMENTS  OF  1967  1459 


from  social  security  and  so  on,  so  I  want  that  interjected,  but  I  raised 
the  question  to  the  insurance  people  of  what  this  increase  of  $850  a 
year  payments  would  mean  if  applied  in  the  private  programs  for 
funding  in  increasing  benefits. 

I  think,  even  allowing  for  these  added  features  of  social  security, 
that  these  benefit  figures  will  turn  out  to  be  considerably  higher.  I 
pose  that  only  to  try  to  bring  to  a  point  this  contrast  between  the  two 
kinds  of  systems.  There  are  other  elements,  of  course,  but  at  least 
we  ought  to  know  what  this  is,  whatever  it  is. 

Then  we  can  argue  from  there,  so  to  the  extent  that  you  all  could 
develop  data  on  that  I  would  appreciate  it. 

Mr.  Reuther.  Very  good.  We  shall  be  happy  to  cooperate  and  give 
you  a  more  detailed  statement  about  this.  I  think  you  are  not  compar- 
ing like  things  if  you  try  to  take  this  amount  of  money  being  paid  into 
the  social  security  system  by  the  worker  and  the  employer  and  then 
say,  "Now,  what  could  we  buy  in  the  way  of  annuity  in  terms  of  a 
private  carrier?"  There  are  all  kinds  of  elements  built  into  the  so- 
cial security  system  that  obviously  would  not  be  covered  in  terms  of 
the  private  carrier. 

Mr.  Curtis.  That  is  true. 

Mr.  Reuther.  There  is  the  equivalent  of  $34,000  worth  of  life  in- 
surance. There  are  payments  to  children  and  so  forth,  all  of  these 
things.  This  is  where  the  social  aspect  of  the  program  comes  in  and 
this  is  precisely  why  we  do  not  believe  you  ought  to  put  the  burden  of 
this  social  aspect  of  the  program  upon  the  payroll  tax,  have  the  Fed- 
eral Government  carry  that. 

Mr.  Curtis.  I  am  going  to  come  to  that  and  that  is  my  final  line  of 
questioning,  but  let  me  say  this,  though. 

Don't  ever  forget  in  preparing  this  data  that  we  already  have  a  lot 
of  that  in  this  that  is  being  paid  for  in  the  $174  times  2,  the  $348,  so 
we  are  talking  about  the  increase  of  $850. 

What  dpes  that  buy  ?  I  do  think  this,  and  this  is  what  I  am  anxious 
to  call  your  attention  to :  That  in  effect  when  you  bargain  for  your  pen- 
sions partly  in  your  mind  might  well  be,  "Well,  what  can  we  get  for 
this  $850  if  we  did  it  through  the  pension  program  in  relation  to  what 
can  we  get  for  it  from  the  other;  namely,  social  security?" 

I  am  not  asking  the  United  Auto  Workers  to  be  selfish.  I  want  you 
to  continue  the  attitude  that  you  do  have,  and  I  commend  you  for  it, 
of  thinking  of  other  people  and  recognizing  that  your  people  are 
among  the  highest  paid  in  the  wage  earner  group.  I  am  not  asking 
that.  I  want  to  know  that  much  because  then  we  can  relate  it  to  the 
other  problems. 

Now,  the  final  line  of  questioning,  and  it  is  basic,  too.  Oh,  let  me 
say  this  before  I  get  off  of  this.  In  your  paper,  as  well  as  in  the  HEW 
paper,  your  reference  to  the  meager  amounts  under  social  security, 
I  think,  gives  the  people  of  the  country  an  incomplete  picture  of  the 
real  retirement  of  our  people. 

In  other  words,  what  about  the  pension  plans,  even  though  they 
go  to  only  15  percent?  How  does  that  bear?  But  above  all,  the  big- 
gest part,  too,  and  I  hope  it  always  remains,  of  people's  retirement,  is 
their  own  savings.  Of  this  group  of  people  over  65,  around  80  percent 
own  their  own  homes. 
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By  age  group  this  is  the  wealthiest  group  in  our  society  because,  of 
course,  they  have  been  saving  all  their  lives.  We  haven't  had  any  data 
up  to  date  in  the  record  as  to  what  has  been  the  increased  savings  and 
wealth  of  these  people  nor  the  complete  picture  of  the  human  being 
as  to  how  much  he  has  in  the  way  of  retirement  income  from  social 
security,  plus  those  that  are  fortunate  enough  to  have  pension  plans 
plus  their  own  savings,  so  anything  that  can  help  us  fill  out  this  picture 
I  would  appreciate  for  the  record. 

Mr.  Reuther.  All  right.  We  shall  be  happy  to  put  together  as 
much  data  as  we  can  in  that  area,  but  I  think  that  we  need  to  keep  in 
mind  that  the  people  who  have  the  lowest  social  security  benefits  are 
the  people  with  the  smallest  savings  and  who  are  also  in  most  cases 
the  people  who  do  not  have  a  supplementation  of  their  social  security 
benefits.    (Seep.  1471.) 

Mr.  Curtis.  I  think  there  are  some  of  them,  Mr.  Reuther,  but  I 
would  find  the  other  is  true  because  we  were  so  late  in  covering  pro- 
fessional people  and  self-employed  and  this  category  of  older  person, 
and  they  are  large,  and  have  very  minimum  social  security  benefits. 
Groups  like  teachers  who  have  had  their  own  retirement  programs 
get  minimal  benefits  from  social  security.  I  am  not  mentioning  those 
to  try  to  distract  from  the  ones  that  you  are  mentioning,  because  I 
recognize  the  group  you  are  talking  about  and  indeed  this  is  true  and 
this  is  the  group  I  want  to  now  go  forward  to  discuss. 

Mr.  Reuther.  I  agree.  I  think  we  ought' to  paint  the  picture  as 
it  is  and  where  it  is  bright  we  ought  to  use  the  brightest  color  we  can 
get,  but  where  it  is  dark  we  ought  to  recognize  that  that  is  the  color. 

Mr.  Curtis.  Now  to  this  area  of  going  away  from  the  payroll  tax 
and  utilize  general  revenues.  I  thought  that  one  of  the  wise  things 
about  social  security — I  wasn't  here  when  it  was  started — was  that 
the  wisdom  of  those  who  did  start  it  rested  heavily  on  the  fact  that 
they  did  relate  it  to  payroll  tax. 

It  did  have  a  relationship.  They  tried  to  have  a  relationship  be- 
tween benefits  and  earnings  and  they  tried  as  best  they  could  to  keep 
it  on  an  aspect,  and  I  have  to  emphasize  "aspect,"  of  insurance. 

And  part  of  the  Social  Security  Act,  of  course,  includes  the  wel- 
fare programs  which  are  based  on  general  revenue. 

In  other  words,  we  weren't  trying  to  forget  about  any  category  of 
people.  In  effect,  as  I  understand  what  they  were  doing,  they  were 
saying  to  the  extent  we  can  put  people  on  a  pay-as-you-go  kind  of 
thing,  which  is  theirs,  let's  do  that  and  then  for  those  who  can't,  yes, 
we  will  use  general  revenue,  but  let's  not  mix  the  systems,  the  same 
argument  I  use  in  unemployment  insurance,  and  there  I  will  say  un- 
qualifiedly I  think  this  is  an  insurance  system,  a  real  one. 

This  is  a  fine  system,  I  would  argue.   Let's  not  ever  change  it  by 
trying  to  make  a  welfare  program  out  of  part  of  it.   We  don't  want  . 
to  forget  the  welfare  cases,  but  let's  not  damage  a  good  program  in 
itself.    Let's  continue  to  hit  at  the  problem  of  the  other  people  in 
welfare  programs. 

And  so  this  comes  to  what  I  would  fear  you  would  be  doing  if  we 
interjected  the  general  revenue  in  on  the  payroll  tax  base.  I  would 
much  prefer  to  say,  "All  right,  this  is  the  best  we  can  do  in  the  pay- 
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roll  system.  Close  it  out  for  what  it  is.  Recognize  that  it  isn't 
enough,"  and  it  isn't,  because  it  is  a  base,  and  then  see  what  else  we 
can  do.  Although  there  was  an  error,  I  say,  committed  in  the  1964 
Social  Security  Act,  up  until  then  we  had  never  used  general  revenue 
without  a  means  test. 

I  don't  mean  the  "demeaning"  aspects  of  a  means  test.  It  can  be 
demeaning.  But  I  think  that  properly  handled  it  need  not  be.  It 
is  simply  saying  that  we  are  defining  those  who  need  something,  and 
hopefully  we  can  define  it  in  a  way  that  isn't  demeaning,  but  we  do 
apply,  as  the  discipline  a  needs  test  of  some  sort  where  we  say  people 
under  $3,000  annual  income  or  whatever  we  do. 

Your  proposals  and  the  proposals  of  the  administration  of  using 
general  revenue  through  the  social  insurance  system  I  think  would 
basically  alter  that  system  and  I  think  in  the  long  run  damage  it  and 
probably  would  damage  the  welfare  concept,  too. 

As  I  view  welfare,  it  is  to  help  people  get  back  on  their  feet  when 
they  can.  Of  course  when  they  are  retired,  there  you  are  simply  help- 
ing them  have  a  good  life,  as  good  a  life  as  we  can  give  them  for  their 
last  years,  but  in  the  other  sectors  of  the  society  we  are  hopefully  using 
welfare  so  they  can  get  back  on  their  feet.  So  if  you  care  to  respond 
to  that,  if  you  think  it  merits  further  response  for  the  record,  I  would 
be  most  happy  to  have  a.  further  statement  from  your  organization. 

Mr.  Reuther.  We  shall  be  happy  to  respond  in  both  ways.  To  be- 
gin with,  Mr.  Curtis,  I  believe  that  we  ought  to  accept  the  fact  that 
putting  general  revenue  into  the  social  security  system  in  order  to 
supplement  the  employer  and  the  employee's  contribution  is  not  in- 
compatible or  inconsistent  with  the  basic  concept  of  the  social  security 
system  as  stated  by  the  Cabinet  Committee  which  studied  this  and 
really  laid  the  basis  for  the  original  legislation  that  President  Roos- 
evelt recommended  in  1936  and  which  was  enacted  in  1937.  If  you 
will  read  the  report  of  that  Cabinet  Committee's  recommendation, 
they  stated  30  years  ago  that  by  1965  they  felt  that  the  structure  based 
upon  an  exclusive  reliance  on  payroll  tax  would  have  reached  the 
point  where  general  revenues  would  be  required. 

Now,  they  recognized  that  30  years  ago.  The  Congress  in  1940 
recognized  it.  If  you  will  look  back  you  you  will  find  in  1940  that  the 
Congress  of  the  United  States  took  action  authorizing  general  re- 
venues, although  they  were  never  appropriated.  Why  ?  Because  they 
recognized  the  need  for  general  revenues  would  be  there. 

What  is  the  fundamental  weakness  of  a  totalitarian  society  ?  It  is 
all  locked  up  in  the  myths  of  its  doctrine  and  its  ideology  and  it  can't 
deal  with  practical  problems  because  the  theory  is  more  important 
than  finding  an  answer  that  is  outside  the  theory. 

Mr.  Curtis.  May  I  interrupt?  But  don't  abandon  theory,  Mr. 
Reuther,  for  pragmatism  all  the  time. 

Mr.  Reuther.  I  am  not  suggesting  that.  But  we  believe  we  live  in 
a  world  of  change,  Mr.  Curtis.  If  30  years  ago  the  people  who  essen- 
tially were  the  architects  of  the  social  security  system,  if  they  said 
that  there  will  come  a  time  when  general  revenues  are  necessary,  if  in 
1940  Congress  actually  took  action  in  that  direction — and  you  are 
already  putting  some  general  revenue  in  the  program — then  I  do  not 
believe  that  a  rigid  commitment  to  a  narrow  concept  ought  to  stand 
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in  the  way  of  our  doing  what  is  necessary  to  make  this  system  more 
adequate.  I  do  not  believe  that  a  continued  exclusive  reliance  upon 
the  payroll  tax  will  give  us  access  to  adequate  financing  essential  to 
make  it  more  adequate. 

Mr.  Curtis.  Let  me  say,  Mr.  Reuther,  just  in  response  if  anyone 
would  show  me  that  the  reasons  for  these  theories  are  unsound,  and 
they  frequently  can,  because  one  can  only  have  theories — I  am  getting 
a  little  tired  though  of  having  my  theories  go  against  other  dogmas, 
even  though  the  dogma  is  presented  as  pragmatism. 

Mr.  Reuther.  I  never  used  that  word. 

Mr.  Curtis.  Well,  I  begin  to  recognize  these  pragmatists  and  I 
think  you  are  one  of  the  leaders  of  it.  They  have  almost  made  a  dogma 
out  of  pragmatism. 

Mr.  Reuther.  We  should  have  a  philosophical  discussion  some  day 
about  that. 

Mr.  Curtis.  This  does  get  into  this  esoteric  area.  Let  me  conclude 
my  remarks  by  saying,  as  you  know,  I  have  been  for  years  deeply 
concerned  about  the  further  reliance  on  the  payroll  tax.  I  think  it 
is  an  area,  I  am  happy  to  say,  where  we  now  share  some  similar  views. 
My  problem  now  is  to  look  at  what  I  think  are  the  problems  that  exist 
in  going  to  the  general  revenue  area  which  we  had  set  aside  as  I  view 
it  reading  history,  rather  than  as  you  presented  it,  had  set  it  aside 
and  tried  to  make  this  system  compact  based  upon  payroll  taxes.  Just 
as  I  again  say  we  did  with  the  unemployment  insurance. 

Thank  you  very  much  for  your  responses. 

The  Chairman.  Any  further  questions  ? 

Mr.  Ullman.  Mr.  Chairman,  I  would  like  to  pursue  that  one  point 
just  a  bit  further. 

We  have  had  a  number  of  proposals,  Mr.  Reuther,  to  use  general 
revenues  for  financing.  Dr.  Campbell  presented  one  such  point  of 
view  yesterday.  But  if  we  are  going  to  do  it  it  seems  to  me  we  need 
a  rationale  to  limit  such  participation.  Are  we  going  to  raise  it  from 
a  third  to  40  percent  Federal  revenues  just  because  we  need  it?  Are 
the  composition  of  the  committee  and  the  political  climate  in  the  coun- 
try to  decide  which  way  we  are  going  to  go  in  financing  ? 

This  would  really  be  a  hodgepodge  system.  What  we  need  if  we  are 
going  to  use  general  revenues  is  a  real  rationale  upon  which  we  can 
build  a  permanent  system,  a  guideline  for  the  committee  so  that  when 
we  do  need  increased  financing  we  know  exactly  what  the  limitations 
of  the  system  are.  Do  you  have  such  a  rationale  in  your  proposal  here 
today  ? 

Mr.  Reuther.  We  are  not  proposing  the  use  of  general  revenue  as 
a  matter  of  political  expediency.  I  think  that  that  would  be  unsound. 
I  think  that  the  social  content  of  the  overall  social  security  system  is 
of  a  broad  character  which,  as  a  matter  of  public  policy,  makes  it  not 
proper  to  place  the  exclusive  burden  of  that  cost  upon  the  payroll  tax. 

It  seems  to  me  that  this  does  give  you  a  rationale  upon  which  you 
can  defend  the  use  of  general  revenues.  The  ratio  of  the  general 
revenue,  its  contribution  as  compared  to  that  of  the  employer  and  the 
employee,  this  is  a  changing  thing. 

Obviously  a  wage  earner  who  has  access  to  the  kind  of  affluence  that 
is  going  to  be  possible  10  years  from  now  will  be  in  a  different  posi- 
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tion.  I  think  in  terms  of  an  UAW  member  15  years  from  now 
getting  $30,000  a  year  income.  Well,  syphoning  off  a  portion  of  his 
wage  is  quite  a  different  economic  thing  from  syphoning  off  the  same 
proportion  of  wage  of  a  worker  making  $1,000  a  year.  What  you  are 
dealing  with  here  is  a  dynamic  economic  equation  that  is  going  to 
change.  I  think  you  have  to  start  out  with  a  sound  rationale  so  that 
you  are  not  acting  out  of  expediency  and  then  the  relationship  of  the 
relative  elements  in  the  total  equation  will  respond  to  rational  judg- 
ment in  any  given  situation. 

I  have  great  faith  in  the  basic  good  sense  of  people,  including 
Congressmen. 

Mr.  Ullman.  Except,  Mr.  Reuther,  what  you  in  effect  are  saying 
is  this  three-way  split  that  you  are  recommending  may  be  a  temporary 
division,  that  at  some  time  the  Federal  participation  might  have  to 
increase  above  the  33%  percent. 

Mr.  Reuther.  It  might  go  the  other  way.  I  believe  that,  given 
the  present  economic  situation  and  the  dimensions  of  the  problem 
and  the  unmet  needs,  that  a  kind  of  a  workable,  equitable,  practical 
relationship  of  responsibility  would  be  a  three-way  sharing. 

I  would  not  for  one  moment  suggest  that  that  ought  to  be  a  rigid, 
unchangeable  relationship.  That  ought  to  flow  from  an  evaluation  of 
what  the  economic  facts  are. 

Mr.  Ullman.  This  doesn't  satisfy  me  and  I  wish  that  you,  Mr. 
Reuther,  and  your  staff  before  you  come  back  to  the  committee  again 
would  really  try  to  pinpoint  your  thinking  so  that  this  committee 
would  have  some  guidelines  to  follow  in  this  matter. 

Mr.  Reuther.  I  think  this  is  a  very  reasonable  request  and  we  shall 
do  our  best  to  try  to  develop  a  set  of  criteria  or  standards  that  would 
in  effect  support  in  greater  detail  the  rationale  that  we  are  making 
here. 

Mr.  Ullman.  Thank  you. 

Mr.  Reuther.  In  line  with  this  approach.   i(See  p.  1471.) 
The  Chairman.  Mr.  Schneebeli. 

Mr.  Schneebeli.  Mr.  Reuther,  you  talked  about  the  over-utilization 
of  the  private  hospitals  as  compared  to  the  medical  facilities  under 
the  jurisdiction  of  your  group  as  well  as  the  Kaiser  Industries.  You 
spoke  about  a  2-1  ratio  between  your  utilization  and  the  private 
hospital. 

Does  this  lead  to  the  conclusion  that  half  of  the  use  of  the  private 
hospitals  is  unnecessary  ? 

Mr.  Reuther.  Well,  if  you  start  out  on  the  basis  that  the  quality 
of  service  that  is  being  provided  in  the  prepaid  group  practice  plans 
is  comparable  to  the  quality  of  service  being  provided  in  the  other 
plans,  then  you  have  to  arrive  at  the  conclusion  that  a  lot  of  people 
are  being  put  in  the  hospital  beds  who  need  not  be  there  in  order  to 
have  their  health  care  needs  taken  care  of. 

Mr.  Schneebeli.  Taking  the  if  out  of  it,  is  the  quality  of  service 
the  same  ? 

Mr.  Reuther.  I  think  it  is  better. 

Mr.  Schneebeli.  Yours  is  better. 

Mr.  Reuther.  That  is  right. 

Mr.  Schneebeli.  What  is  the  difference  in  standards  between  your 
hospital  facilities  and  the  private  hospital  facilities  ? 
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Mr.  Reuther.  I  think  that  on  the  whole,  and  I  know  that  generali- 
ties are  always  very  sweeping  and  very  general,  prepaid  group  prac- 
tice of  medicine  where  you  have  a  team  of  doctors  working  as  a  team, 
who  are  bringing  to  bear  upon  the  health  care  needs  of  a  given  person 
the  combination  of  their  total  know-how  and  competence  as  a  team 
of  doctors,  that  that  kind  of  medical  care  is  of  a  higher  quality  than 
is  the  solo  practice  medicine. 

Now,  the  economics  of  the  situation  are  quite  obvious.  If  a  worker 
comes  into  our  clinic  and  he  has  a  medical  problem,  if  the  doctors 
believe  that  that  worker  ought  to  be  hospitalized,  they  will  hospitalize 
him.  Their  decision  has  nothing  to  do  with  economics.  Their  salary 
at  the  end  of  the  year  is  not  greater  if  they  put  him  in  the  hospital 
or  if  they  take  care  of  him  just  by  giving  him  clinical  attention.  And 


some  of  it  is  built  into  the  marketplace  values  and  some  of  it  is  built 
into  the  system  whereby  under  some  insurance  programs,  and  this 
is  true  of  many  Blue  Cross-Blue  Shield  programs,  Avorkers  have  to  be 
hospitalized  in  order  to  be  covered.  Therefore,  they  are  put  in  a  hos- 
pital bed  when  they  need  not  be  in  a  hospital,  but  that  is  the  only  way 
the  doctor  can  get  them  under  the  umbrella  their  insurance  covers. 

Mr.  Schneebeli.  Does  your  hospital  only  take  care  of  your  workers, 
or  does  it  go  to  the  whole  family  ?  Do  you  take  care  of  children  and 
older  people  as  well  ? 

Mr.  Reuther.  To  begin  with,  when  the  UAW  provided  the  money 
and  took  the  initiative  in  organizing  what  we  call  the  Community 
Health  Association  in  Detroit  we  opened  it  up  to  the  public.  We  said 
that  we  were  not  concerned  just  to  try  to  provide  comprehensive,  high 
quality  medical  care  for  our  own  members.  The  public  can  participate 
and  they  are,  and  this  is  not  only  for  the  wage  earner,  but  for  his 
entire  family. 

Mr.  Schneebeli.  So  it  is  the  whole  family. 

Mr.  Reuther.  That  is  correct. 

Mr.  Schneebeli.  Do  they  make  use  of  it  to  the  same  degree  that 
the  people  do  of  private  hospitals? 

Mr.  Reuther.  Well,  if  you  go  to  one  of  our  clinics,  and  we  have  a 
central  clinic  associated  with  the  hospital  and  we  have  a  group  of 
neighborhood  clinics,  you  find  them  crowded  all  the  time.  These 
people  know  that  other  than  a  small  registration  fee  which  they  pay, 
all  their  hospital  or  medical  care  bills  both  in  the  clinic  and  in  the 
hospital  are  fully  covered.  So  they  take  advantage  of  the  program, 
but  the  hospital  utilization,  which  is  the  big  cost  factor,  is  essentially 
50  percent  of  what  the  average  is  in  the  other  plans. 

Mr.  Schneebeli.  I  find  it  difficult  to  understand. 

Mr.  Reuther.  Well,  these  are  the  facts  and  if  you  want  to  get  more 
detailed  information  on  that  we  should  cooperate  with  you  on  that. 

Mr.  Schneebeli.  Would  you  send  me  some  information? 

The  Chairman.  Would  you  yield  to  me. 

As  I  understood  Mr.  Reuther's  presentation  of  this  point,  he  was 
referring  I  think  to  the  plan  operated  by  the  organization  of  which  he 
is  president  as  being  a  complete  medical  plan,  which  the  program 
under  social  security  is  not,  and  that  because  it  was  a  complete  plan, 
having  to  do  with  diagnosis  outside  of  the  hospital  and  prevention  of 


There  is  no  question  about  it  that 
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hospital  use,  that  it  resulted  in  less  hospital  use  than  one  which  con- 
centrated upon  use  of  a  hospital. 
Is  that  your  point  ? 

Mr.  Reuther.  That  is  a  very  important  factor,  that  a  worker  cov- 
ered by  our  approach,  our  plan,  can  have  taken  care  of  his  needs 
without  the  necessity  of  being  hospitalized,  whereas  under  most  other 
plans  the  only  way  that  can  happen  is  to  be  hospitalized.  That  is  an 
important  factor  in  making  a  2-to-l  ratio  in  hospital  utilization. 

The  Chairman.  That  is  what  I  thought  you  were  saying. 

Mr.  Schneebeli.  Speaking  of  preventive  medicine,  you  were  be- 
laboring the  fact  that  a  man  is  put  in  the  hospital  for  a  period  of  a 
week  for  X-rays. 

Mr.  Reuther.  The  point  is  he  gets  the  same  X-rays  under  our  plan 
without  going  into  the  hospital. 

Mr.  Schneebeli.  Then  you  have  more  outpatient  work. 

Mr.  Reuther.  Oh,  sure.  The  point  is  why  should  a  person  be  put 
in  a  hospital  bed  for  a  week  when  all  he  needs  is  access  to  the  X-ray 
department.  Send  him  to  the  X-ray  department  but  cover  that  with- 
out pyramiding  the  cost  of  hospitalization. 

Mr.  Schneebeli.  I  don't  understand  the  great  difference  in  utiliza- 
tion and  I  would  appreciate  it  if  you  will  send  me  some  information. 

Mr.  Reuther.  We  should  be  most  happy  to  give  you  a  memorandum 
on  it.    (See  p.  1471.) 

The  Chairman.  Any  further  questions  ? 

Mr.  Bush.  Just  one,  Mr.  Chairman. 

The  Chairman.  Mr.  Bush. 

Mr.  Bush.  One  brief  one.  Two  brief  ones.  Mr.  Reuther,  on  page 
b  of  your  summary,  and  you  may  have  covered  this  in  the  long  part 
of  your  text,  but  have  you  put  a  price  tag  on  sub  2  there,  the  increase 
of  50  percent,  which  leads  me  to  my  second  part  of  the  question. 

Mr.  Reuther.  We  have  not  tried  to  cost  out  that  specific  item.  We 
could  work  on  it  if  you  think  it  might  be  helpful. 

Mr.  Bush.  Let  me  interrupt.  You  have  been  here  a  long  time.  It 
seems  like  it  could  be  expensive.  But  here  is  the  thrust  of  my  ques- 
tion. You  expressed  understandable  and  certainly  justifiable  con- 
cern about  the  younger  workers,  and  we  had  some  interesting  testi- 
mony here  on  the  burden  on  the  younger  worker. 

tJnder  H.R.  5710,  the  bill  before  us  now,  with  respect  to  a  family 
with  an  income  of  $6,000  whose  main  part  of  their  expenses  I  guess  is 
behind  them  because  the  medical  expenses  are  covered  under  medicare, 
and  their  children  are  presumably  pretty  far  along  in  their  education, 
they  pay  no  tax  at  all.  But  the  young  worker,  the  fellow  with  a  fam- 
ily, maybe  25  years  old,  with  a  couple  of  kids,  he  has  to  put  through 
school,  pays  I  think  about  $600  a  year  tax,  half  of  which  goes  to  the 
medicare  expense  of  the  elderly. 

My  question  is  this :  In  your  concern  for  the  younger  workers,  which 
certainly  you  have  and  you  have  done  a  lot  about  from  the  union 
standpoint,  do  you  feel  that  these  provisions  of  H.R.  5710  in  the  bill 
before  us  are  equitable?  Do  you  feel  it  is  fair  to  tax  the  younger 
people  this  disproportionately  ?  The  burden  seems  to  me  to  be  resting 
so  much  on  the  young  people  and  they  don't  have  a  great  organization 
or  a  great  lobby  to  come  here  before  us. 
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Does  this  concern  you  as  the  head  of  a  great  union  who  has  many 
young  workers  ? 

Mr.  Reuther.  I  am  deeply  concerned  about  the  welfare  and  well- 
being  of  young  workers  because  I  know  the  difficulties  that  they  are 
wrestling  with  trying  to  raise  a  family  and  trying  to  provide  educa- 
tional opportunities  and  all  the  other  things  that  make  up  the  total 
responsibility  of  a  parent. 

This  is  precisely  why  we  are  concerned  with  the  costs  of  the  social 
aspects  of  the  social  security  program.  There  are  many  and  they  are 
broad  and  we  do  not  want  to  tamper  with  those.  We  don't  want  to 
isolate  them  from  the  general  social  security  program.  We  want  to 
make  them  more  adequate.  But  we  do  not  believe  that  it  is  a  sound 
matter  of  public  policy  to  constantly  put  that  increased  economic 
burden  upon  the  wage  earner. 

I  think  the  most  difficult  period  of  a  wage  earner  is  beginning  when 
his  family  is  being  formed.  We  burden  him  with  the  social  costs 
yet  the  benefits  he  gets  are  going  to  be  deferred  because  the  gap  be- 
tween that  period  in  his  life  and  when  he  will  be  eligible  for  social 
security  is  great.  Of  course,  if  he  dies,  then  his  family  will  get  the 
benefit  of  the  built-in  protections. 

This  is  why  we  believe  that  we  are  at  that  point  in  the  development 
of  our  social  insurance  system  where  we  have  to  recognize  that  we  can- 
not have  an  adequate  system  without  unduly  burdening  young  wage 
earners.  Therefore  we  ought  to  put  in  the  increment  of  Federal  reve- 
nue to  cover  the  social  costs.  Over  a  period  of  time  we  would  hope  it 
would  amount  to  about  a  third  of  the  total  contribution,  equal  to  the 
contribution  of  the  wage  earner  and  the  employer. 

Mr.  Bush.  Doesn't  the  general  revenue  mean  taxes  from  some  place  ? 
This  committee  is  concerned  with  taxes  as  well  as  social  security. 

Mr.  Reuther.  I  said  in  my  statement  there  are  no  economic  Santa 
Clauses.  Somebody  has  to  pay  for  everything  we  get  and  everything 
we  do,  but  I  think  there  is  an  essential  difference  between  general 
revenues  and  an  exclusive  payroll  tax  where  you  have  the  wage  earner 
and  his  employer  paying  all;  and  you  can't  separate  and  you  can't 
say,  "Well,  the  employer  is  paying  the  other  half."  When  you  sit  at 
the  bargaining  table  the  fact  that  the  employer  is  paying  the  other 
half  is  a  factor  at  the  bargaining  table. 

We  don't  kid  ourselves  about  these  things.  But  "general  revenue" 
means  that  that  social  cost  is  spread  over  the  total  people  because  it 
is  a  total  responsibility  and  the  whole  of  the  society  should  share  the 
cost  of  it. 

That  is  the  essential  difference.  Obviously  it  is  a  form  of  taxation, 
but  it  is  a  tax  that  spreads  the  cost  more  evenly  over  the  total  of  our 
society  and  doesn't  put  it  exclusively  upon  the  backs  of  the  wage  earner 
and  his  employer. 

Mr.  Bush.  Thank  you,  sir. 

The  Chairman.  Any  further  questions  of  Mr.  Reuther  ? 

Mr.  Reuther,  just  one  question  somewhat  along  the  line  of  your  dis- 
cussion with  Mr.  Bush. 

Is  there  a  feeling  developing  that  you  detect  in  mixing  with  those 
whom  you  represent  to  minimize  to  a  great  extent  now  than  in  the  past 
the  value  of  the  survivorship  protection  and  the  value  of  protection 
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against  disability,  and  to  look  at  the  amount  of  the  tax  paid  solely  in 
relation  to  the  retirement  protection  it  produces  at  age  65  % 

Mr.  Reuther.  No,  I  think  the  average  wage  earner  is  really  quite 
willing  to  help  pay  for  these  things  and  he  doesn't  just  look  at  what 
he  pays  and  then  say,  "Now  what  do  I  get  when  I  am  65." 

I  think  he  has  a  much  broader  attitude  about  the  social  security 
program. 

The  Chairman.  I  would  hope  so. 

Mr.  Reuther.  I  think  he  does. 

The  Chairman.  It  is  my  understanding  that  the  actuaries  within 
the  Department  attribute  about  28  percent  or  more  of  the  total  tax 
paid  to  the  survivorship  and  to  the  disability  provisions,  which  may 
or  may  not  be  of  any  use  to  the  individual,  but  that  protection  exists 
against  those  possibilities,  so  that  only  about  72  percent  of  the  tax 
is  paid  directly  for  a  retirement  benefit. 

I  think  that  is  an  important  point,  if  the  actuaries  within  the  De- 
partment are  right,  because  we  could  get  to  the  point  where  people 
would  begin  to  figure  what  they  put  in  against  what  they  may  get  out 
in  retirement,  without  regard  to  the  other  aspects  of  the  protection 
included  in  the  entire  system. 

Mr.  Reuther.  I  think  maybe  the  average  wage  earner  doesn't  fully 
understand  all  the  different  kinds  of  protections  he  gets  besides  his  ulti- 
mate right  to  claim  a  pension,  but  I  think  if  you  explained  it  to  him  in 
detail  he  would  understand  the  wisdom  and  the  soundness  of  continu- 
ing that  kind  of  a  program  and  I  think  he  would  be  quite  willing  to 
make  a  contribution. 

It  is  when  you  ask  him  to  begin  to  carry  a  disproportionate  share  of 
that  that  I  think  he  begins  to  say,  "Well,  look,  why  do  I  have  to  carry 
it  all?" 

This  is  why  we  think  the  general  revenue  approach  is  the  approach 
that  makes  the  biggest  amount  of  sense. 

The  Chairman.  You  lose  me  at  that  point.  I  need  to  sit  down  with 
you  sometime,  as  well  as  Mr.  Curtis  sitting  with  you,  to  understand 
your  philosophy. 

Mr.  Reuther.  I  should  be  most  happy  to.  We  used  to  do  that  oc- 
casionally. We  should  do  it  again. 

The  Chairman.  My  recollection  of  history  is  not  always  infallible, 
but  I  remember  that  the  provision  that  was  written  in  initially  for 
financing  of  the  program  in  part  or  in  whole  out  of  general  funds  of 
the  Treasury  was  done  so  through  the  desire  that  accompanied  that 
action  of  freezing  the  payroll  tax  and  it  was  frozen  for  a  number  of 
years.  I  think  you  recall  that.  It  was  done  primarily  to  serve  to  pro- 
tect these  payments  if  the  amount  of  the  tax  as  frozen  in  any  year  did 
not  produce  sufficient  revenue. 

In  time  it  was  repealed  when  the  tax  was  allowed  to  go  up,  but  you 
remember  that  period  when  the  tax  itself  was  frozen  at  1  percent  on 
each,  the  employer  and  employee,  and  remained  so  for  a  definite  period 
of  time.  I  have  forgotten  the  number  of  years,  but  a  rather  definite 
period.  I  don't  think  that  that  was  a  definite  recognition  on  the  part  of 
the  Congress  of  the  desirability  of  paying  out  of  general  funds.  This 
may  be  coming  in  the  future,  but  I  am  not  quite  ready  yet  to  buy  it. 
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Let  me  ask  you  a  question  in  addition.  I  don't  believe  you  mentioned 
in  your  oral  presentation — perhaps  it  is  in  your  overall  statement — 
the  question  raised  in  the  bill  H.R.  5710  of  including  disabled  widows 
or  the  disabled  under  the  program  of  medical  care. 

Mr.  Eeuther.  That  is  in  our  prepared  text.  I  didn't  cover  every 
detail. 

The  Chairman.  I  am  sure  you  approve  of  those  provisions. 

Mr.  Reuther.  Yes,  sir ;  we  do. 

The  Chairman.  All  right.  Any  further  questions  ? 

Mr.  Betts.  Mr.  Chairman. 

The  Chairman.  Mr.  Betts. 

Mr.  Betts.  In  addition  to  the  point  that  Mr.  Bush  made  I  find  a 
growing  concern  among  the  small  businessmen,  the  small  entrepreneur, 
over  the  bind  he  is  getting  in  so  far  as  meeting  the  increasing  burden  of 
these  payroll  taxes.  It  is  impossible  for  them  to  meet  increasing  social 
security  taxes  and  unemployment  compensation  taxes  and,  of  course, 
they  are  in  an  entirely  different  position  economically  than  the  giant 
corporations  that  you  have  to  deal  with  who  can  pass  the  cost  incurred 
by  these  increases  on  to  the  consumer  which  small  business  finds  diffi- 
cult to  do. 

I  get  a  lot  of  letters  from  small  businessmen  complaining  that  they 
are  really  in  a  bind  on  this.    I  wonder  if  you  care  to  comment  on  that. 

Mr.  Reuther.  I  think  that  is  a  very  good  argument  in  support  of 
the  concept  of  general  revenue  because  then  General  Motors  will  help 
carry  a  bigger  share  of  the  total  cost  because  they  will  be  making  a 
larger  contribution  to  the  general  revenue  of  the  Federal  Government. 
I  would  put  a  small  company  essentially  in  the  same  position  in  terms 
of  the  payroll  tax  that  I  would  a  wage  earner  who  has  heavy  problems. 

Mr.  Betts.  In  other  words,  your  answer  is  that  it  should  be  made 
up  largely  by  contributions  from  the  general  fund  to  offset  the  burden 
of  the  small  businessman ;  is  that  correct  ? 

Mr.  Reuthers.  If  we  had  a  sharing  one-third  each  of  the  general 
revenue,  the  employer,  and  the  employee,  that  then  could  mean  that 
the  small  employer  would  get  some  relief  because  with  general  revenue 
the  larger  employer  is  paying  a  larger  percentage  and  would  be  help- 
ing carry  the  tax  burden  for  the  small  employer. 

Mr.  Betts.  You  are  for  the  concept  of  contributions  from  the  gen- 
eral fund  to  the  small  businessman ;  is  that  right  ? 

Mr.  Reuther.  If  you  keep  pyramiding  the  cost  and  put  it  all  on 
the  payroll  tax,  then  he  is  going  to  be  in  trouble. 

Mr.  Betts.  I  don't  know  that  that  answer  will  satisfy  them,  but  I 
will  tell  some  of  them  what  you  said. 

Mr.  Reuther.  I  am  sure  they  will  be  overwhelmed  by  my  logic. 

Mr.  Batten.  Mr.  Reuther,  with  your  formula  in  mind,  the  $3,000 
original  base  and  projected  to  the  $15,000,  do  you  have  a  figure  offhand, 
or  perhaps  the  chairman  or  somebody  on  the  committee  would  re- 
member, what  the  original  combined  employee-employer  tax  was  on 
the  $3,000  ?    What  did  that  start  with  ? 

The  Chairman.  One  percent  each. 

Mr.  Reuther.  That  is  right.    I  think  it  was  1  percent. 

Mr.  Batten.  That  was  the  combined  tax. 

The  Chairman.  No,  no ;  on  each. 
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Mr.  Battin.  Two,  one  of  them  $3,000,  and  what  under  the  proposal 
of  H.R.  5710  would  the  combined  tax  with  $15,000  be  or  is  that  in 
the  bill? 

Mr.  Reuther.  H.R.  5710  doesn't  go  up  to  $15,000.  I  think  it  is 
$10,000  something. 

Mr.  Battin.  You  use  that  figure. 

Mr.  Reuther.  You  want  me  to  use  the  $15,000  base  and  project 
that? 

Mr.  Battin.  Yes.    What  would  your  projection  be? 

Mr.  Reuther.  I  think  it  would  roughly  be  5  percent  each  on  em- 
ployer and  employee  in  round  figures,  but  we  can,  using  the  bill  that 
you  are  referring  to,  project  that  to  the  $15,000,  and  in  the  Gilbert  bill 
that  has  been  done.  But  if  you  would  like  that  information  we  should 
be  most  happy  to  prepare  a  memorandum. 

Mr.  Batten.  You  break  the  points  up.  This  is  why  you  lost  me 
in  your  mathematics.  If  you  say  the  $3,000  then  equals  $15,000  now, 
which  is  five  times  the  amount,  then  would  you  also  with  same  ratio 
multiply  the  2  percent  to  arrive  at  10  percent  and  keep  the  equation 
running  properly  ? 

Mr.  Reuther.  Well,  it  isn't  that  kind  of  a  mathematical  equation. 
We  shall  be  most  happy  to  start  with  the  $3,000  base  and  then  project 
that  and  show  you  how  in  order  to  get  essentially  a  coverage  of  95  per- 
cent of  the  earned  earnings  it  takes  $15,000  and  we  can  work  that  thing 
out  and  get  you  a  memorandum  so  that  it  will  be  spelled  out  in  detail. 

Mr.  Battin.  I  would  appreciate  it  if  you  would. 

Mr.  Reuther.  Be  happy  to  do  that .    ( See  p.  147 1 . ) 

The  Chairman.  Mr.  Conable. 

Mr.  Conable.  Mr.  Reuther,  this  is  perhaps  a  somewhat  academic 
question,  but  I  would  be  interested  in  your  viewpoint  on  it.  Yester- 
day a  professor  of  economics  was  before  us  expressing  an  opinion  that 
any  increase  in  payroll  tax  ultimately  came  100  percent  out  of  the 
worker  because  anything  which  increases  the  cost  of  labor  reduces  the 
demand  for  it — there  is  some  tradeoff  with  machines — and  therefore 
has  the  effect  of  depressing  the  amount  that  people  are  willing  to  pay 
labor. 

What  would  be  your  response  to  such  a  classical  position? 

Mr.  Reuther.  I  said  earlier  that  I  think  that  there  is  no  question 
about  it  that  the  wage  earner  ultimately  absorbs  all  of  these  costs. 
When  we  sit  at  the  bargaining  table  the  General  Motors  Corp.  is  very 
much  aware,  and  we  are  aware  that  they  are  aware,  that  when  they 
have  an  increased  social  security  tax  that  is  a  cost  that  we  have  to 
take  into  recognition.  I  think  that  essentially  the  concept  that  this 
economics  professor  has  projected  is  sound.  I  think  that  is  the  way  it 
works  out. 

Mr.  Conable.  And  that  is  probably  another  element  in  your  interest 
in  having  the  general  fund  contribute. 

Mr.  Reuther.  The  only  way  you  can  avoid  that  is  to  have  a  sharing 
out  of  general  revenue  so  that  no  one  can  escape  their  proportionate 
share. 

The  Chairman.  Let  me  get  clear  on  that  point. 
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You  mean  that  the  employee  pays  it  as  a  consumer,  or  through  the 
inability  to  get  a  higher  wage,  or  just  what  do  you  mean  ? 

Mr.  Reuther.  He  pays  it  both  ways.  Now,  the  most  direct  impact 
is  the  company  says,  "Well,  that  is  part  of  your  wage.  We  are  paying 
that  for  you." 

That  is  an  economic  fact  at  the  bargaining  table  that  nobody  pre- 
tends isn't  there. 

The  Chairman.  I  can  understand  that  any  fringe  benefit  would 
have  to  be  taken  into  consideration  at  the  bargaining  table  and  this  is 
so  considered  by  you  and  management. 

Mr.  Reuther.  That  is  right. 

The  Chairman.  But  the  employee,  as  I  understand  your  statement, 
is  paying  it  as  a  consumer  rather  than  as  a  reduction  in  what  he  gets 
or  even  a  reduction  in  the  future  possibility  of  what  he  gets.  Is  that 
not  right  ? 

Mr.  Reuther.  He  pays  it  both  as  a  consumer  and  he  pays  it  as  a 
wage  earner.  The  impact  is  more  direct  as  a  wage  earner  because  it  is 
there  at  the  bargaining  table  as  an  economic  fact  of  life  when  he  is 
bargaining  with  the  company. 

The  Chairman.  My  point  has  to  do  with  the  discussion  we  had  on 
this  with  Professor  Campbell.  I  couldn't  accept  the  thought  that  the 
employee  is  the  only  one  who  is  affected  by  what  we  do.  I  can  say  that 
the  public  generally  is  affected  through  increases  in  prices.  The  peo- 
ple who  rely  upon  dividends  might  not  get  as  much  dividends  or  some- 
thing of  that  sort,  but  there  are  many,  many  ways  that  an  increase  in 
the  payroll  tax  would  be  reflected.  It  is  not  just  a  detriment  to  the 
employee. 

If  that  were  the  case  you  never  would  have  been  in  here  in  the  first 
place  recommending  increased  taxes  on  the  salaries  and  wages  of 
your  membership  and  management  because  it  is  going  to  affect  ad- 
versely those  whom  you  represent. 

I  just  wanted  to  be  clear  as  to  your  thinking  on  that. 

Mr.  Reuther.  I  don't  disagree  with  what  you  have  said. 

I  think  that,  as  I  said  earlier,  the  direct  impact  is  more  noticeable  as 
a  wage  earner.  It  affects  him  as  a  consumer  and  what  affects  him  as  a 
consumer  affects  everybody  else  as  a  consumer. 

The  Chairman.  Certainly  it  affects  him  and  that  is  taken  into 
consideration  when  he  asks  for  an  increase  in  wage.  It  is  not  just  the 
wages  he  earns  that  count.  It  is  the  gross  of  what  he  gets  that  you 
have  to  be  concerned  about,  and  that  management  is  concerned  about, 
and  these  are  part  of  the  details  that  he  is  faced  with. 

Mr.  Reuther.  Right. 

Mr.  Conable.  Mr.  Chairman,  I  may  not  have  this  right,  but  I 
understand  there  are  two  things  that  we  are  talking  about.  Some- 
thing which  increases  corporates  costs  generally  can  be  passed  on 
by  corporations  to  the  consumer,  can  be  absorbed  in  reduced  profit, 
can  go  to  lower  the  level  of  the  corporation's  activity  generally,  but 
something  that  increases  the  cost  of  labor  has  a  specific  effect  on 
labor,  on  the  amount  that  labor  can  charge  for  its  service  and  on  the 
willingness  of  a  manufacturer  to  pay  that  cost,  so  that  we  are  talking 
about  two  different  things.    A  straight  corporate  tax  

The  Chairman.  That  is  right. 
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Mr.  Conable.  (continuing).  Has  a  different  effect  than  a  payroll 
tax. 

Mr.  Reuther.  It  is  not  a  simple  thing.  It  depends  on  what  kinds 
of  tools  a  worker  is  using.  Is  he  using  a  new  set  of  tools  that  increases 
his  productivity  by  100  percent?  Then  paying  him  more  wages  in 
the  light  of  that  might  not  be  a  factor  in  terms  of  unit  cost.  It  is 
a  very  complicated  economic  problem,  but  the  central  question  is 
somebody  has  to  pay. 

The  Chairman.  But  there  is  no  one  person  who  pays.  That  is  the 
point. 

Mr.  Reuther.  That  is  right. 

The  Chairman.  It  will  be  reflected  in  payments  from  many  differ- 
ent people.  That  was  the  point  I  was  trying  to  make. 
Any  further  questions? 

If  not,  again,  Mr.  Reuther,  we  thank  you  for  the  manner  in  which 
you  presented  your  case.  You  are  always  outstandingly  good  in  your 
advocacy  of  any  issue  and  I  am  sure  the  committee  appreciates  again, 
as  I  do,  your  being  before  us.   Than  you  so  much. 

Mr.  Reuther.  Thank  you  for  the  opportunity. 

(The  following  letter  was  received  by  the  committee:) 

International  Union,  United  Automobile, 
Aerospace  &  Agricultural  Implement  Workers  of  America-UAW, 

April  10,  1967. 

Hon.  Wilbur  Mills, 

Chairman,  House  Ways  and  Means  Committee, 
U.S.  House  of  Representatives, 
Washington,  D.C. 

Dear  Congressman  Mills  :  I  welcome  the  opportunity  to  add  to  my  testimony 
of  March  22nd  before  the  Ways  and  Means  Committee  by  providing  additional  in- 
formation requested  by  members  of  the  Committee  during  the  course  of  the  dis- 
cussion of  the  proposals  of  the  UAW  for  strengthening  and  extending  Social 
Security  and  Medicare. 

1.  Congressman  Curtis  indicated  that  he  understood  60%  of  the  benefits  of 
private  pension  plans  are  paid  from  pension  fund  earnings.  He  inquired  whether 
it  might  not  be  preferable  to  channel  into  private  pension  programs  the  payments 
represented  by  the  increased  payroll  taxes  proposed  in  H.R.  5710. 

I  am  not  sure  what  precise  percentage  of  potential  pension  benefits  currently 
accrued  under  private  plans  will  be  ultimately  financed  by  contributions  and  what 
percentage  will  be  derived  from  the  investment  earnings  of  pension  funds.  There 
is  not  doubt  that  income  from  investments  accounts  for  a  large  share  of  the  ag- 
gregate financing  of  private  plan  benefits  but  I  seriously  question  whether  any 
figure  is  particularly  meaningful  unless  hedged  by  a  great  many  assumptions. 
The  investment  performance  among  private  plans  shows  considerable  variation. 

Private  plans,  not  unlike  the  Social  Security  system,  are  improved  from  time  to 
time.  Such  improvements,  however,  are  not  limited  to  increases  in  future  service 
benefits  for  young  workers  but  also  include  benefit  increments  for  all  service  for 
those  close  to  retirement  and  workers  already  retired.  Thus,  while  investment  in- 
come will  be  available  to  defray  part  of  the  added  benefit  cost,  the  rest  of  it  would 
have  to  be  met  largely  from  contributions  augmented  with  relatively  small  in- 
vestment earnings. 

It  may  well  be  correct  that  if  funds  comparable  in  amount  to  Social  Security 
contributions  were  to  be  set  aside  on  behalf  of  the  youngest  workers,  that  the 
annuities  these  accruals  would  produce  40  years  from  now  would  compare  favor- 
ably to  current  Social  Security  benefit  levels.  This  approach,  however,  is  entirely 
unreal  because  it  overlooks  the  necessity  for  providing  disability  and  survivor 
protection  comparable  to  that  which  Social  Security  affords. 

Moreover,  the  idea  that  the  Social  Security  system  treats  young  workers  in- 
equitably rests  on  an  inherent  assumption  that  in  the  40  year  period  there  will 
be  no  further  improvements  in  the  system.   I  cannot  believe  there  is  any  reason- 
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able  basis  for  such  a  conclusion.  There  is  every  reason  to  think  that  there  will  be 
benefit  increases  in  the  future  as  costs-of-living  and  standards  of  living  increase. 

This  approach  also  ignores  the  problem  of  the  need  for  financing  benefit  in- 
creases for  currently  retired  workers  and  those  who  retire  before  they  have 
contributed  for  the  40  year  period.  Under  current  methods  of  financing  Social 
Security  benefits  there  is  no  escaping  the  necessity  of  providing  those  current 
benefits  at  the  expense  of  those  who  are  still  working.  I  recommended  use  of 
general  revenues  to  relieve  this  heavy  additional  burden  on  those  now  in  the 
work  force. 

The  same  problem  exists  if  monies  were  set  aside  in  the  private  system,  except 
that  this  system  has  no  alternative  to  heavier  financing  burdens  on  those  cur- 
rently working. 

The  fact  is  that  those  in  the  labor  market  in  a  position  to  insist  on  a  decent 
price  for  their  services  are  able  to  include  in  the  price  the  cost  of  providing  rea- 
sonably adequate  pensions.  For  those  not  in  that  position — whether  because  of 
poor  health,  old  age,  lack  of  skill  or  by  reason  of  employment  in  a  marginal  or  de- 
pressed industry — who  have  no,  or  meager,  private  pension  rights,  increases  in 
private  plan  benefits  are  meaningless.  The  Social  Security  system  should  pro- 
vide basic  protection  for  nearly  everyone.  It  must  be  viewed  as  social  insurance, 
not  insurance  alone.  Under  present  conditions,  it  is  not  adequately  performing 
that  function.  It  is  imperative  that  the  public  system  be  strengthened.  The 
private  system  was  not  designed  to,  and  is  unable  to,  provide  this  basic  across- 
the-board  protection. 

2.  Congressman  Curtis  also  requested  further  comments  on  the  relative  merits 
of  pay-as-you-go  financing  and  actuarial  funding  for  both  the  Social  Security 
system  and  private  plans. 

I  believe  the  pay-as-you-go  financing  is  suitable  for  the  public  retirement 
system  and  inappropriate  for  private  plans.  On  the  other  hand,  acturial  fund- 
ing is  necessary  for  private  plans  but  is  neither  desirable  nor  required  for  the 
public  system.  This  belief  is  based  on  the  following  : 

I  think  it  is  generally  accepted  that  the  official  actuarial  estimates  of  the 
Social  Security  Administration  are  reasonable.  They  show  that  the  future  taxes 
plus  earnings  and  repayments  on  the  government  bonds  held  by  the  Social  Secu- 
rity system  can  be  expected  to  pay  all  of  the  benefits  provided  by  law.  The  es- 
tablishment of  a  large  Social  Security  reserve  fund  would  not  make  the  bene- 
fits any  more  secure  than  they  now  are.  Ultimately  all  of  the  money,  for  bene- 
fits must  be  accumulated  from  future  taxes  of  one  kind  or  another.  The  trust 
funds  are  as  sound  as  the  willingness  of  the  American  people  to  support  them. 
It  does  not  matter  whether  the  government  makes  a  promise  in  the  form  of  a 
bond,  currency,  a  law  or  in  some  other  way.  The  promise  is  good  if  the  gov- 
ernment continues  and  if  the  revenues  are  raised  to  pay  it  when  they  are  needed. 

The  creation  of  a  large  actuarial  reserve  in  the  Social  Security  would  also 
require  new  revenues  not  presently  provided  for.  The  burden  of  raising  these 
revenues,  however,  would  undoubtedly  be  large  enough  to  cause  undesirable  side 
effects  on  the  national  economy  and  create  serious  hardships  for  taxpayers. 

The  case  against  pay-as-you-go  funding  for  private  plans  has  been  stated  by 
one  of  the  country's  leading  authorities  on  pension  funding,  Mr.  Charles  L.  Trow- 
bridge, Vice  President  and  Chief  Actuary  of  the  Bankers  Life  Company  of  Iowa. 
In  an  article  in  the  March-April  1966  Harvard  Business  Review,  Mr.  Trowbridge, 
while  acknowledging  that  pay-as-you-go  funding  has  some  desirable  character- 
istics, cites  the  following  as  "major"  defects  : 

"(1)  Its  rigid  and  generally  increasing  cost  pattern  is  not  satisfactory  in  the 
long  run  from  the  corporate  (employer)  viewpoint.  It  delays  the  payment  for 
an  employee's  pension  until  after  his  period  of  productivity,  and  thus  leads  to 
poor  matching  of  revenues  and  expenses  because  it  distorts  early  profits  upward 
and  later  profits  downward.  It  gives  absolutely  no  flexibility  for  times  of 
financial  stress. 

"  (2)  It  is  unsatisfactory  from  the  point  of  view  of  the  employee  for  an  entirely 
different  reason.  In  event  of  business  failure,  merger,  abandoment  of  the  plan,  or 
any  other  factor  causing  the  pension  plan  to  be  terminated,  the  employee's  pen- 
sion expectations  may  well  disappear.  No  financial  provision  has  been  made  for 
such  a  contingency  as  all  of  the  money  allocated  to  the  pension  plan  has  already 
been  spent." 

3.  Congressmen  Curtis,  Mills  and  Ullman  requested  further  development  of 
the  case  for  financing  Social  Security  improvements  from  general  revenues. 
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Whenever  a  system  is  set  up  or  later  amended  to  make  essential  improvements 
in  benefits  or  coverage,  and  particularly  when  it  is  contributory,  there  is  always 
the  issue  of  what  to  do  with  those  at  retirement  age  or  close  to  it,  or  have  worked 
all  their  lives  and  have  not  been  able  to  build  up  an  adequate  base — or  have 
only  been  able  to  work  part  of  their  lives — for  these  people  if  benefits  were  re- 
lated solely  to  payments  those  at  retirement  age  would  get  nothing  and  others 
very  little.  Congress  made  a  decision  that  we  would  give  them  benefits  as 
though  they  had  been  fully  contributed  and  we  also  want  to  weight  the  benefits 
to  give  the  lower  paid  people  a  decent  income — and  not  put  them  under  welfare. 
This  in  an  obligation  of  society  as  a  whole,  not  only  those  working.  This  is  why 
this  is  a  social  security  system. 

On  a  level  cost  basis  I  understand  these  social  costs  amount  to  approximately 
one-third  of  the  cost  and  this  is  why  I  recommend  approximately  one-third. 

As  I  indicated  in  my  appearance  before  the  Committee,  I  am  convinced  that 
the  need  for  supplementing  payroll  taxes  with  substantial  contributions  from 
general  revenues  of  the  government  is  both  immediate  and  compelling.  I  would 
again  urge  you  to  review  the  situation  fully  and  to  examine  the  Social  Security 
financing  program  of  almost  every  other  western  nation  because  I  firmly  be- 
lieve there  is  no  acceptable,  equitable  and  feasible  alternative. 

Without  attempting  to  repeat  the  detailed  data  cited  in  the  course  of  my  ap- 
pearance before  the  Committee,  I  feel  justified  in  suggesting  there  is  an  abun- 
dance of  evidence  to  support  the  thesis  that  in  spite  of  the  fact  that  the  Social 
Security  system  is  the  major,  or  only,  retirement  program  for  the  bulk  of  em- 
ployed persons  and  those  presently  retired,  its  income  maintenance  benefits  are 
utterly  inadequate.  This  is  particularly  true  for  persons  long  retired,  aged 
widows,  those  who  have  worked  a  lifetime  at  low  wages,  and  persons  who  have 
suffered  prolonged  periods  of  involuntary  unemployment.  But  not  only  does  it 
fail  to  attain  a  decent  floor  of  protection,  it  also  fails  to  provide  reasonable  levels 
of  protection  above  the  minimum  in  a  meaningful  relationship  to  preretirement 
earnings"  for  workers  whose  earnings  qualify  them  for  higher  benefits.  Pres- 
ent conditions  therefore  call  for  a  significant  increase  in  current  benefit  amounts. 
Recent  Social  Security  Administration  actuarial  studies  indicate  there  is  some 
margin  for  increasing  benefits  in  the  present  contribution  schedule  and  that 
raising  the  contribution  earnings  base  would  provide  some  further  margin.  Tak- 
ing full  advantage  of  both,  however,  would  permit  benefit  increases  of  a  magni- 
tude roughly  comparable  to  those  contemplated  by  H.R.  5710.  But  more  than 
half  of  such  increases  are  required  merely  to  restore  the  purchasing  power  of 
benefits  to  the  levels  reached  in  1954,  and  the  rest  would  permit  an  advance  of 
6  or  7  percent  beyond  that.  Since  1954,  however,  real  per  capita  disposable 
income  in  the  United  States  has  increased  by  about  25  percent.  I  believe, 
therefore,  a  far  higher  increase — 50  percent — rather  than  the  15  percent  pro- 
vided for  in  H.R.  5710  is  fully  justified.  Realistically,  the  choices  for  financing 
the  required  benefit  increases  are  limited  to  (i)  higher  payroll  taxes,  (ii)  general 
revenue  contributions,  or  (iii)  a  combination  of  both.  We  neither  can  nor  should 
rely  exclusively  on  payroll  taxes  to  furnish  the  required  revenues. 

Once  more  I  refer  you  to  the  specific  points  of  my  prepared  statement  support- 
ing the  use  of  general  revenues.   Essentially,  these  points  are  as  follows : 

(a)  Increasing  the  already  regressive  payroll  taxes  would  create  an  unjusti- 
fiable burden  on  low  paid  workers,  young  workers  and  middle-income  families 
with  two  wage  earners,  and  small  businessmen. 

(b)  It  would  be  grossly  inequitable  to  expect  Social  Security  taxpayers  alone 
to  finance  the  needed  benefit  increases  for  current  beneficiaries  who  would  not 
be  paying  for  the  added  benefits. 

(c)  As  a  practical  matter  the  difficulties  of  raising  payroll  taxes  sufficiently  to 
finance  truly  adequate  benefits  are  probably  insurmountable. 

(d)  More  adequate  Social  Security  benefits  with  partial  general  revenue 
financing  would  reduce  the  cost  of  welfare  programs  also  financed  from  general 
revenues. 

(e)  The  concept  of  general  revenue  financing  for  Social  Security  is  not  novel 
and  has  been  recommended  by  many  competent  and  responsible  groups.  The 
Congress  has  already  adopted  the  principle  with  respect  to  certain  payments  for 
Social  Security  beneficiaries  over  72  and  for  Part  B  of  Medicare. 

(/)  When  we  do  not  count  social  insurance  payments,  because  they  are 
financed  by  employee-employer  contributions,  we  are  actually  spending  a  smaller 
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percentage  of  Gross  National  Product  for  social  welfare  programs  than  we  were 
in  1940. 

Those  who  claim  that  general  revenue  contributions  would  add  a  welfare 
component  to  the  Social  Security  system  simply  do  not  recognize  that  this  is  a 
social  insurance  system  designed  to  achieve  social  objectives.  Properly  restruc- 
tured, as  we  are  proposing,  it  will  reduce  public  welfare  programs. 

4.  Congressman  Battin  noted  that  when  the  contributions-earning  base  was  set 
at  $3,000,  the  combined  tax  rate  was  2%,  shared  1%  by  employees  and  1%  by 
employers  He  pointed  out  that  H.R.  6263  which  proposes  to  raise  the  base  to 
$15,000  calls  for  a  combined  employer-employee  rate  in  1969  of  10%  shared 
equally  between  them.  He  inquired  about  the  significance  of  the  fact  that  under 
the  proposal  both  the  base  and  the  tax  rate  are  precisely  five  times  greater  than 
those  established  in  the  original  legislation. 

The  proposal  to  raise  the  base  to  $15,000  was  made  solely  for  the  purpose  of 
restoring  approximately  the  same  relationship  between  taxable  earnings  and 
total  earnings  that  existed  at  the  time  of  the  1935  legislation.  In  1935,  with  a 
$3,000  base,  about  95  percent  of  all  earnings  in  covered  employment,  and  the 
full  earnings  of  98  percent  of  all  covered  workers,  were  subject  to  the  payroll 
tax.  For  1966,  however,  with  the  $6,600  base,  only  83  percent  of  all  earnings 
and.  the  full  earnings  of  78  percent  of  workers  were  subject  to  the  tax. 

On  the  other  hand,  the  proposed  tax  rate  was  arrived  on  the  basis  of  actuarial 
estimates  of  the  amounts  required  to  pay  for  the  proposed  benefits.  The  fact 
that  .H.R.  6263  proposes  a  tax  rate  and  a  taxable  earnings  base  that  are  both 
precisely  five  times  greater  than  provided  for  in  the  1935  legislation  is  entirely 
coincidental.  H.R.  5710,  which  calls  for  the  same  tax  rate  in  1969  as  H.R.  6263, 
would  only  raise  the  base  to  $10,800.    There  is  simply  no  fixed  relationship. 

5.  Congressman  Schneebeli  requested  additional  information  substantiating 
my  statements  to  the  effect  that  comprehensive  group  practice  medical  care 
plans  maintaining  high  quality  standards,  by  reducing  hospital  stays  and  elimi- 
nating the  performance  of  unnecessary  medical  and  surgical  services,  make  more 
economical  use  of  funds  than  other  forms  of  medical  practice. 

It  is  well  established  that  direct  service  group  practice  prepayment  plans,  such 
as  CHA-Detroit,  HIP  in  New  York,  and  Kaiser  on  the  West  Coast,  have  signifi- 
cantly lower  rates  of  hospital  admissions  and  lower  surgical  frequency  rates 
when  compared  with  comparable  insurance  groups  under  fee-for-service  medi- 
cine. The  following  data  clearly  reflect  the  impact  on  costs  of  the  controls  used 
by  group  practice  groups  participating  as  compared  to  nonprofit  Blue  Cross- 
Blue  Shield  or  commercial  insurance  plans. 

Hospital-Surgical  Utilization  Statistics 
A.  Comparative  hospital  utilization  rates 


1.  PLAN  STATISTICS  i 


Annual  days  of  hospital  care  (excluding 
newborns)    per    1,000  members 

1963 

1964 

1965 

(a)  CHA-Detroit..     

728 
1,465 

719 
1,489 

696 
1,444 

(6)  Michigan  Blue  Cross     

2.  FEDERAL  EMPLOYEES  HEALTH  BENEFITS  PROGRAMS  (BOTH  OPTIONS)  2 

November 
1961-October 
1962 

November 
1962-October 
1963 

November 
1963-October 
1964 

(a)  Blue  Cross-Blue  Shield,  United  States  

(b)  Indemnity  benefit  plans    .               .  ...             .  ...  ... 

826 
708 
454 

919 
820 
444 

881  (10.2) 
880     (8. 4) 
451  (5.4) 

(c)  Group  practice  plans.                               ...    ..  .   

Note.— Figures  in  parentheses  indicate  number  of  subscribers  receiving  benefits  for  each  1,000  subscribers 
enrolled . 
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B.  Comparative  in-hospital  surgical  procedure  rates 

1.  FEDERAL  EMPLOYEES  HEALTH  BENEFITS  PROGRAMS  (BOTH  OPTIONS) 


Rate  per  1,000  members, 
November  1961-October 
1962 


Blue  Shield 
United  States 


Group 
practice 


(a)  All  procedures    

1.  Tonsillectomy  and/or  adenoidectomy 

2.  Female  surgery    

3.  Appendectomy   


70.0 
10.6 
8.2 
2.6 


39.0 
4.0 
5.4 
1.4 


1  Source:  CHA  Research  and  Statistics  Division,  Michigan  Hospital  Service  annual  reports. 

2  Source:  Special  supplements  to  Group  Health  &  Welfare  News,  March  1964,  and  February-March  1965 
and  1965  Report  of  Bureau  of  Retirement  and  Insurance,  U.S.  Civil  Service  Commission. 

4  Source:  "Federal  Employees  Health  Benefits  Program:  Utilization  of  Hospital  Services,"  by  George  S. 
Perrott.  Abstract  of  paper  presented  at  APHA  Medical  Care  Section  meeting.  Oct.  7,  1964,  New  York 
City. 

These  data  clearly  support  my  testimony  that  prepaid  group  practice  plans  in 
Detroit  and  across  the  country  effect  savings  of  50%  or  better  in  the  number  of 
hospital  days  used  for  its  members  as  compared  with  similar  groups  under  Blue 
Cross  or  indemnity  benefit  programs.  In  this  connection  it  should  be  pointed  out 
that  the  FEP  report  for  the  1963-64  period  includes  an  average  of  more  than  6.6 
million  persons  including  employees,  annuitants  and  dependents.  Of  this  num- 
ber there  were  nearly  300,000  persons  enrolled  in  group  practice  plans.  The 
Federal  Employees  Health  Benefits  Program  data  was  taken  directly  from  the 
officially  compiled  U.S.  Civil  Service  Commission  reports  issued  annually  in  con- 
nection with  the  operation  of  the  Program. 

Of  equal  importance  in  considering  possible  program  economies  and  safe- 
guards to  quality  is  the  question  raised  by  Chart  B  on  page  8  which  shows  sig- 
nificantly fewer  surgical  procedures  for  federal  employees  covered  under  group 
practice  plans  when  compared  with  federal  employees  covered  by  Blue  Shield. 
The  rates  for  differences  in  tonsillectomies,  female  surgeries  and  appendecto- 
mies show  57%  more  surgical  procedures  in  Blue  Shield  as  compared  with  group 
practice.  It  is  hardly  likely  that  this  large  a  difference  is  due  to  chance  occur- 
rences. Furthermore,  it  is  well  known  that  another  factor  in  the  burgeoning 
costs  in  the  medical  care  of  this  country  is  attributable  to  the  hospitalization 
of  many  patients  for  procedures  which  might  more  properly  be  done  out  of  the 
hospital. 

While,  therefore,  the  experience  of  group  practice  plans  suggests  that  more 
economical  use  of  hospital  facilities  is  possible  and  that  there  may  be  unneces- 
sary surgery  in  solo  practice  medicine  as  compared  to  group  practice,  the  need 
to  institute  cost  and  quality  controls  in  the  Medicare  programs  goes  beyond 
these  considerations.  The  public,  which  is  supporting  the  Medicare  programs 
with  its  taxes,  should  have  the  assurance  that  the  federal  government  is  taking 
every  appropriate  measure  to  safeguard  the  judicious  expenditure  of  public 
funds.  Payment  should  be  made  for  unneeded  hospital  and  nursing  beds  being 
built  in  communities  and  areas  where  they  are  not  required.  Local  and  regional 
planning  for  heatlh  facilities  is  essential.  It  could  contribute  to  reducing  and 
hopefully  eliminating  duplicate  construction  and  separate  costs  for  expensive 
heart  surgery  and  cobalt  therapy  units  in  hospitals  in  the  same  community  or 
region.  These  are  some,  though  by  no  means  all,  of  the  steps  which  should 
be  taken  to  deal  with  the  important  and  complex  problems  of  qualitv  and  cost 
controls. 

May  I  again  express  appreciation  for  this  opportunity  to  furnish  additional 
data  to  support  my  views  that  the  promise  and  potential  of  the  Social  Security 
system  will  not  be  fully  realized  until  there  are  bold  and  comprehensive  changes 
made  m  both  the  cash  benefit  program  and  the  newly  developing  Medicare 
programs. 

Sincerely  yours, 

Walter  P.  Reuthek, 
President,  International  Union,  UAW. 


1476  SOCIAL  SECURITY  AMENDMENTS  OF   19  67 

The  Chairman.  Miss  Edna  M.  Reeves.  Will  you  please  come  for- 
ward. Before  we  recognize  you,  Miss  Reeves,  I  would  like  to  recognize 
our  colleague  from  Alabama,  the  Honorable  Armistead  Seldon.  Mr. 
Seldon,  we  are  pleased  to  have  you  here  today  and  you  may  proceed. 

STATEMENT  OF  HON.  ARMISTEAD  I.  SELDEN,  JR.,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  ALABAMA 

Mr.  Selden.  Mr.  Chairman  and  members  of  the  committee,  it  is  my 
privilege  and  pleasure  to  introduce  to  you  a  fell  Alabamian,  Miss 
Edna  M.  Reeves.  Miss  Reeves  is  appearing  today  in  her  capacity  as 
chairman  of  the  Legislative  Committee  of  the  National  Conference  of 
State  Social  Security  Administrators,  a  post  she  has  held  for  3  years. 

Miss  Reeves  has  served  the  Alabama  State  Agency  for  Social  Se- 
curity capably  and  faithfully  for  16  years.  As  a  matter  of  fact,  she 
was  the  first  employee  hired  by  Alabama  under  section  218  of  the 
Social  Security  Act.  She  has  been  State  director  of  the  agency  since 
December  1960  and,  as  such,  is  the  only  lady  director  of  such  an 
agency  in  the  Nation. 

Mr.  Chairman,  it  is  indeed  a  privilege  to  be  able  to  introduce  to  you 
an  outstanding  and  gracious  Alabama  lady,  Miss  Edna  M.  Reeves. 

The  Chairman-.  Mr.  Seldon,  we  appreciate  your  very  fine  statement 
about  Miss  Reeves.  May  I  add  that  I  am  not  surprised  at  all  at  what 
you  said,  except  for  the  fact  that  you  point  out  that  she  has  been  in  this 
responsible  position  for  16  years.  You  will  agree  with  me,  I  am  sure, 
that  she  just  doesn't  look  it. 

STATEMENT  OF  EDNA  M.  REEVES,  CHAIRMAN,  LEGISLATIVE  COM- 
MITTEE, NATIONAL  CONFERENCE  OF  STATE  SOCIAL  SECURITY 
ADMINISTRATORS;  ACCOMPANIED  BY  CARL  J.  BLECHINGrER ; 
MRS.  HELENE  RAKATSKY;  MURRAY  L.  EIEGALLE ;  AND  W. 
FRANK  DeLAMAR 

Miss  Reeves.  Thank  you,  sir. 

The  Chairman.  Thank  you  for  coming  to  the  committee.  We  are 
pleased  to  have  you  and  you  are  recognize^. 

Miss  Reeves.  After  those  complimentary  remarks  I  feel  that  I 
should  be  introduced  to  myself. 

Thank  you,  Mr.  Chairman.  Mr.  Chairman  and  members  of  the  com- 
mittee, the  membership  of  the  National  Conference  of  State  Social 
Security  Administrators,  as  the  name  implies,  is  composed  of  State 
officials.  These  officials  have  administrative  responsibilities  under 
master  Federal-State  coverage  agreements  entered  into  pursuant  to 
section  218  of  the  Social  Security  Act,  by  means  of  which  social  secur- 
ity coverage  is  currently  enjoyed  by  over  6  million  employees  of  State 
and  local  governments. 

The  plain  statement  that  coverage  unpler  section  218  of  the  Social 
Security  Act  has  increased  to  the  substantial  amount  of  over  6  million 
State  and  local  governmental  employees  does  not  do  justice  to  the  full 
story  of  the  administrative,  and,  as  many  members  of  the  committee 
know,  legislative  developments  in  the  16  years  that  section  218  has  been 
in  existence. 
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In  some  States,  the  extension  of  social  security  coverage  has  been  ex- 
tremely controversial,  and  continues  to  be  controversial  with  respect 
to  many  classes  of  employees.  In  fact,  in  several  areas,  it  has  been 
necessary  for  Congress  to  specify  individually  those  States  in  which 
certain  enabling  coverage  provisions  shall  apply. 

In  addition  to  those  situations  where  the  States  have  come  to  Con- 
gress for  assistance  in  making  coverage  possible  it  has  been  necessary 
for  State  administrators  to  come  to  the  Congress  from  time  to  time 
to  seek  assistance  in  solving  problems  caused  by  the  complexity  of 
section  218  and  the  existence  of  conditions  that  were  not  contemplated 
when  basic  legislation  was  enacted. 

For  example,  Congress  has  several  times  extended  deadlines  govern- 
ing periods  of  retroactive  coverage.  Special  provisions  were  added  to 
the  Social  Security  Act  to  alleviate  problems  caused  by  the  special 
nature  of  sick  leave  payments  in  public  employment. 

A  statute  of  limitations  on  assessments  and  refunds  and  a  procedure 
for  court  review  of  decisions  by  Federal  officials  has  been  provided.  A 
long  list  could  be  compiled — just  in  the  last  Congress,  the  89th,  you 
gave  us  assistance  in  meeting  problems  related  to  hospital  employees 
in  California,  teachers  in  Maine,  school  districts  in  Alaska,  engineering 
aids  in  Oklahoma,  and  student  services  in  Iowa  and  North  Dakota. 

It  is  in  this  same  spirit  of  coming  to  you  for  assistance  with  problems 
involved  in  the  administration  of  section  218  that  can  only  be  solved 
by  legislation,  and  in  the  spirit  that  we  work  as  individual  States  and 
as  a  conference  with  officials  of  the  Social  Security  Administration  to 
find  mutually  agreeable  solutions  to  problems  where  legislation  is  not 
required,  that  we  come  to  you  today.  Our  specific  legislative  requests 
are  as  follows : 

1.  That  coverage  procedures  be  provided  for  those  positions  excluded 
from  social  security  coverage  by  a  public  agency  that  obtained  a  re- 
tirement system  after  the  initial  extension  of  coverage,  but  there  are 
no  retirement  system  members  in  the  excluded  positions  to  vote  in  the 
required  referendum.  By  that  I  mean  coverage  of  excluded  positions. 

Many  public  agencies  have  no  retirement  systems  at  the  time  they 
obtain  social  security  coverage  for  their  employees,  but  later  supple- 
ment social  security  coverage  with  a  retirement  system. 

If  the  agency  requested  optional  exclusions  at  the  time  they  ob- 
tained coverage,  these  positions  become  positions  covered  by  a  retire- 
ment system  in  the  excluded  position  to  vote  in  the  required  referen- 
dum procedures  under  section  218(d)  of  the  Social  Security  Act. 

A  bar  to  coverage  exists  where  there  are  no  members  of  the  retire- 
ment system  int  he  excluded  positions  to  vote  in  the  required  referen- 
dum. This  obstacle  should  be  removed. 

2.  That  all  States  be  permited  to  modify  their  agreements  to  pros- 
pectively exclude  student  services. 

Under  current  statutory  provisions,  except  in  the  States  of  Iowa 
and  North  Dakota,  a  State  can  exclude  student  services  that  are  ex- 
cluded if  performed  in  private  employment  at  the  time  coverage  is 
requested.  However,  during  the  early  years  of  extension  of  coverage 
under  section  218  of  the  Social  Security  Act,  many  States  were  un- 
aware of  the  ramifications  of  the  student  exclusion.  Many  difficult 
situations  have  arisen. 
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For  example,  under  a  current  Internal  Revenue  Service  ruling, 
students  may  be  covered  during  summer  vacations  when  they  are  per- 
forming exactly  the  same  excluded  services  as  during  the  school  year. 
Students  working  under  Economic  Opportunity  Act  programs  have 
been  mandatorily  brought  under  social  security  coverage,  although 
the  states  had  no  intention  to  do  so  at  the  time  the  request  for  cover- 
age was  made  because  of  the  unlikelihood  that  there  would  be  such 
a  situation. 

In  the  Social  Security  Act  Amendments  for  1965,  Congress  ex- 
tended some  relief  in  this  situation  to  two  States,  Iowa  and  North 
Dakota.  It  is  requested  that  the  same  opportunity  be  granted  to  all 
States — strictly  on  a  prospective  basis. 

3.  That  tips  paid  to  public  employees  be  excluded  from  the  defini- 
tion of  wages  for  social  security  purposes. 

When  Congress  in  1965  called  for  the  reporting  of  cash  tips  as 
wages  for  social  security  purposes,  due  to  statutory  cross  references 
in  section  218,  the  requirement  was  applied  to  State  and  local 
governments. 

Currently  out  of  70,000  public  employers  only  about  11  agencies 
have  situations  in  which  tips  are  to  be  reported.  The  administrative 
problems  caused  thereby  are  out  of  all  proportion  to  the  benefits 
derived. 

Drastic  and  expensive  changes  in  reporting,  recordkeeping  and  in- 
formational procedures,  and  in  the  format  of  reporting  forms  and 
tape  reporting  setups  for  all  States  are  now  necessary.  To  alleviate 
this  situation,  our  request,  is  to  exclude  tips  from  the  definition  of 
wages  with  respect  to  services  covered  under  section  218  of  the  Social 
Security  Act. 

The  first  quarter  of  1966  eight  States  and  one  interstate  instrumen- 
tality did  report  tips  for  326  employees  for  that  quarter. 

From  the  information  I  have  been  able  to  receive  from  the  Depart- 
ment of  Health,  Education,  and  Welfare  in  the  first  quarter  of  1966 
nine  States  and  13  reporting  entities  reported  326  employees  of  tips 
and  $26,043.12  or  an  average  of  $79.88. 

In  the  second  quarter  of  1966,  10  States  with  16  entities  involved 
reported  461  employees,  wages  $55,624.50,  or  an  average  of  $120.66; 
in  the  third  quarter,  11  States  with  17  entities,  530  employees,  with 
$65,082.81  and  a  $122.79  average. 

The  third  quarter  reports  indicated  that  tips  comprised  approxi- 
mately 19  percent  of  the  total  earnings  of  those  employees  reported 
for  tips.  The  reports  also  showed  that  two  entities  reported  nearly 
70  percent  of  all  the  tip  employees  for  State  and  local  governments. 

A  sample  survey  of  the  employees  for  whom  tips  were  reported 
for  the  September  1966  quarter  shows  no  particular  age  group  in- 
volved. The  ages  ranged  from  16  years  to  the  late  fifties.  The  aver- 
age was  35  years  of  age. 

On  the  basis  of  the  foregoing  information  it  occurs  that  two  im- 
portant items  should  be  considered  and  much  thought  given.  They 
are: 

(a)  From  the  statistics  given  the  tips  reported  are  so  small  that 
they  do  not  materially  affect  the  benefit  status  of  any  individual. 
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(b)  It  should  be  recognized  too  that  where  an  individual  fails  to 
report  tips  to  his  State  or  local  reporting  entity  there  is  no  provision 
to  permit  this  individual  to  report  these  tips  for  social  security  pur- 
poses as  a  private  employee  does  when  tax  returns  are  filed  with 
Internal  Kevenue  Service. 

4.  That  States  be  permitted  to  modify  their  agreements  to  prospec- 
tively exclude  services  performed  by  election  officials. 

In  the  early  days  of  extension  of  coverage  under  section  218  of 
the  Social  Security  Act,  many  States  were  not  aware  that  election 
officials,  that  is,  precinct  judges,  and  other  workers,  vote  counters, 
et  cetera,  would  be  mandatorily  covered  unless  specifically  excluded 
under  one  of  the  permissible  optional  exclusions.  These  individuals 
are  for  the  most  part  housewives  with  no  social  security  numbers,  and 
no  desire  to  be  covered  for  the  few  dollars  they  earn  every  2  years  or 
more. 

The  administrative  and  human  relations  problems  caused  by  the 
present  mandatory  coverage  causes  extreme  difficulty  to  State  and 
local  officials.  It  is  especially  acute  with  respect  to  cities  and  special 
districts.  Currently,  the  only  relief  available  is  through  a  difficult, 
expensive  and  lengthy  process  of  attempting  to  prove  the  intent  at 
the  time  coverage  was  initially  extended  was  not  to  include  such  posi- 
tions. 

It  is  requested  that  relief  be  granted  to  allow  all  States,  or  spe- 
cifically designated  States,  to  prospectively  amend  their  agreement  to 
exclude  such  services. 

5.  That  coverage  requirements  be  changed  in  those  situations  where 
a  public  agency  has  been  reporting  erroneously  to  the  Internal  Reve- 
nue Service  so  that  such  reporting  can  be  accepted  without  assump- 
tion of  liabilitv  by  the  States. 

Positive  and  constructive  action  by  the  Social  Security  Administra- 
tion in  recent  years  has  reduced  to  some  extent  the  number  of  instances 
in  which  public  agencies  have  erroneously  reported  wages  and  paid 
contributions  for  employees  whose  social  security  coverage  can  only  be 
obtained  through  Federal-State  agreements  pursuant  to  section  218 
of  the  Social  Security  Act. 

However,  there  still  remains  and  will  continue  to  be  a  sufficient  vol- 
ume of  such  erroneous  reporting  to  justify  action  to  avoid  the  present 
cumbersome  method  of  validating  such  reporting  for  periods  prior  to 
the  extension  of  coverage  under  section  218,  without  requiring  States 
to  assume  unknown  liabilities. 

Moreover,  especially  in  cases  when  the  erroneous  reporting  has  gone 
on  for  up  to  10  years  and  more,  States  are  often  placed  in  untenable 
positions  where  the  refusal  to  assume  such  liabilities  might  cause  em- 
ployees to  lose  credits  which  both  they  and  their  employers  fully 
believed  were  proper,  and  which  they  had  paid  for. 

A  simple  solution  is  possible.  States  should  be  allowed  to  obtain 
prospective,  or  limited  retroactive  extension  of  coverage  only,  in  such 
situations,  and  all  reportings  to  such  date  would  remain  undisturbed 
without  assumption  of  liability  by  the  States. 

Right  here,  since  I  prepared  this  statement  I  woud  like  to  state  that 
as  the  last  duty  that  was  placed  on  my  desk  Monday  afternoon,  one  of 
my  field  representatives  brought  in  to  me  one  of  our  political  subdivi- 
sions which  has  been  reporting  to  IRS  since  1951. 
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Well,  on  the  statute  now  to  get  those  people  who  were  there  and  paid 
that  tax  we  have  to  do  an  error  modification  or  they  are  going  to  lose 
credits,  16  years'  credits,  which  is  terrible,  but  then,  on  the  other  hand, 
how  do  I  know  how  much  responsibility  or  liability  the  State  has  to 
assume,  and  if  time  permits  I  would  like  Mr.  Biegalle  to  tell  you  what 
a  predicament  Kentucky  is  in.  He  is  in  lots  worse  shape  than  I  am, 
I  am  afraid. 

6.  That  State  administrators  be  automatically  notified  of  all  hear- 
ings before  social  security  hearing  examiners  in  which  coverage 
under  section  218  is  involved,  and  furnished  with  a  copy  of  the  hearing 
examiner's  decision  in  such  cases. 

More  and  more  frequently,  cases  involving  State  and  local  gov- 
ernmental employees  and  coverage  under  section  218  of  the  Social 
Security  Act  are  being  heard  by  hearing  examiners.  State  adminis- 
trators have  a  direct  interest  in  such  hearings,  both  as  expert  wit- 
nesses or  in  potential  financial  responsibility  if  the  examiners'  deci- 
sions are  accepted  by  the  Social  Security  Administration. 

However,  currently,  there  is  no  requirement  that  the  State  adminis- 
trator be  notified  in  such  cases.  We  believe  that  in  the  interests 
of  the  employee,  the  State  and  the  Administration  that  automatic 
notification  of  the  State  official  responsible  for  administration  of 
section  218  be  provided  for. 

Logically,  the  State  administrator  is  also  vitally  concerned  with 
the  decision  of  the  examiner  in  section  218  cases,  and  particularly 
the  rationale  by  which  the  decision  was  made.  It  is  not  clear  at  the 
present  time  that  a  copy  of  the  examiner's  decision  can  be  furnished 
to  the  State  administrator. 

We  believe  that  section  1106  of  the  act  should  be  amended  to  clarify 
the  authority  of  the  Secretary  to  provide  by  regulation  that  in  cases 
affecting  section  218  coverage,  the  State  administrator  may  be  fur- 
nished with  a  copy  of  the  hearing  examiner's  decision,  upon  request. 

The  conference  also  firmly  believes  that  some  means  should  be 
provided  for  accepting  as  final  those  determinations  made  by  the 
highest  State  legal  officer  or  court  in  situations  involving  employ- 
ment relationships  of  State  and  local  public  officials  and  the  organiza- 
tional status  of  quasi-public  bodies. 

As  the  intermediary  between  the  Federal  Government  on  one  hand, 
State  and  local  officials  on  the  other  hand,  State  social  security  ad- 
ministrators are  too  often  faced  with  the  necessity  to  enforce  decisions 
on  employee  relationships  and  public  agency  status  that  are  contrary 
to  deeply  rooted  traditions,  and  State  interpretations  of  State  stat- 
utes. 

Recent  Federal  court  decisions  indicate  some  Federal  legislation 
will  be  necessary  to  provide  relief.  However,  for  the  present  we  are 
continuing  to  confer  with  Social  Security  officials  to  attempt  to  ar- 
rive at  some  mutually  agreeable  solution  to  the  difficult  questions. 

There  are  many  other  items  we  would  like  to  call  to  your  atten- 
tion at  the  appropriate  time.  Perhaps  a  detailed  review  of  section 
218  and  its  administration  would  be  worth  while  by  your  committee. 
There  has  been  16  years  of  development  and  new  programs  such  as 
those  under  the  Economic  Opportunity  Act,  the  Mutual  Educational 
and  Cultural  Exchange  Act  of  1961,  changes  in  retirement  plans, 
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and  many  more  provisions  affecting  coverage  but  not  contemplated 
at  the  time  section  218  first  came  into  existence  suggest  that  perhaps 
a  new  fresh  look  should  be  taken  at  the  objectives  of  section  218. 

In  closing,  we  would  again  like  to  express  our  appreciation  to  this 
committee,  and  to  the  Congress,  for  the  careful  and  sympathetic 
consideration  you  have  given  to  the  State  administrators  in  this  dim- 
cult,  complex,  and  challenging  area  of  Federal-State  equal  partner- 
ship. 

If  time  permits  I  would  also  like  Mr.  Carl  Blechinger  to  elaborate 
a  little  bit  on  this  hearing  examiner's  request.  I  believe  he  has  had 
some  experience  in  that. 

The  Chairman.  All  right,  sir. 

STATEMENT  OF  CARL  BLECHINGER 

Mr.  Blechinger.  I  am  Carl  Blechinger,  California.  I  am  sur- 
prised that  Edna  didn't  get  that  State  in  there  because  I  am  always 
telling  her  about  California.  It  is  pretty  difficult  to  follow  her  south- 
ern accent  and  Mr.  Reuther  with  a  Yankee  accent  out  of  California, 
but  I  am  going  to  try. 

We  were  surprised  several  months  ago  to  receive  a  letter  from  the 
Governor's  office  regarding  a  State  employee  who  was  having  a  hear- 
ing before  a  social  security  hearing  examiner.  The  State  had  no 
knowledge  at  all  that  this  case  was  proceeding  through  social  se- 
curity channels  until  we  received  a  letter  from  the  individual  indi- 
cating she  had  ap  roblem.  The  hearing  examiner,  by  the  way,  came 
to  Fresno,  Calif.,  from  Tennessee  or  in  the  mid-Southern  States.  As 
Mr.  Utt  well  knows,  the  California  retirement  systems  we  have  are 
pretty  complicated  and  situations  under  them  are  very  difficult  for 
somebody  from  Tennessee  to  come  out  there  and  decide. 

We  have  a  very  good  relationship  with  the  Social  Security  Ad- 
ministration in  California.  On  the  other  hand,  this  definitely  was 
an  area  where  the  breakdown  occurred. 

By  the  way,  several  other  incidents  have  happened.  Now,  these 
hearing  examiners  then  make  decisions  on  which  covered  wages  will 
be  expressed  and  the  State  then  will  have  liability  in  these  areas,  and 
it  seems  to  us  that,  before  we  go  through  this  entire  process  of  having 
appeals,  go  through  social  security  channels  where  it  is  a  section 
218  case,  the  State  administrators  should  be  advised  of  it. 

Also  when  the  hearing  examiner  makes  his  decision  where  there 
is  tax  liability  involved  we  would  like  to  have  a  copy  of  that  decision 
so  that  we  would  know  what  the  tax  liability  is  because  in  some  cases 
we  have  to  go  back  to  a  local  agency  and  collect  this  money  from  the 
agency  and  we  only  have  a  restricted  period  of  time  from  the  Social 
Security  Administration  to  collect  this  money. 

This  is  simply  the  essence  of  it:  To  provide  a  means  where  this 
hearing  examiner  could  advise  us  and  when  the  case  is  over  to  get 
a  copy  of  his  decision.  It  is  a  very  simple  matter  that  I  am  sure  the 
committee  could  take  up  and  dispose  of  very  easily.   Thank  you. 

Miss  Reeves.  Mr.  Biegalle. 
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STATEMENT  OF  MURRAY  L.  BIEGALLE 

Mr.  Biegalle.  Mr.  Chairman,  my  name  is  Murray  L.  Biegalle  and 
I  am  the  State  administrator  of  social  security  in  Kentucky. 

The  Chairman.  We  are  glad  to  have  you,  Mr.  Biegalle. 

Mr.  Biegalle.  In  reference  to  item  No.  5,  we  have  a  very  critical 
situation  in  Kentucky  at  the  present  time  involving  the  University 
of  Louisville.  In  1950  the  Internal  Revenue  Service  ruled  that  the 
University  of  Louisville  was  a  private  nonprofit  educational  institu- 
tion and  since  that  time  they  have  been  reporting  wages  for  their  em- 
ployees to  the  Internal  Revenue  Service. 

About  two  years  ago  an  investigation  was  started  in  which  the  final 
result  has  been  that  the  University  of  Louisville  has  been  deemed  to 
be  a  public  municipal  university  and  as  such  subject  to  section  218 
coverage. 

That  leaves  the  University  of  Louisville  with  three  choices.  They 
can  go  back  and  assume  liability  from  1951  to  the  present  time  on  all 
employees  who  were  not  covered  at  the  time  of  their  agreement  with 
IRS,  but  would  be  covered  now  with  the  retroactive  agreement  with 
the  State  of  Kentucky.  At  that  time  in  1951  there  were  many  em- 
ployees of  the  University  of  Louisville  who  did  not  sign  waivers 
which  would  bring  them  under  social  security  coverage,  which  was 
perfectly  legal  at  that  time. 

Also  the  University  of  Louisville  did  not  report  wages  paid  to 
students  who  were  employed  in  the  summertime.  By  going  back  and 
covering  all  their  employees  from  1951  through  1966  would  involve 
something  in  the  neighborhood  of  $250,000  in  contributions  that  the 
University  of  Louisville  would  have  to  come  up  with.  They  don't 
have  the  money. 

The  other  alternative  is  to  forget  the  error  modification  way  and 
bring  their  employees  under  coverage  as  of  January  1, 1961,  but  what 
this  does  is  there  are  some  3,000  employees  who  will  lose  all  coverage 
from  1961  through  1966  because  they  have  left  the  employ  of  the 
University  of  Louisville. 

Section  218  says  that  the  only  individual  that  can  be  covered  on 
an  agreement  is  an  individual  who  was  in  an  employment  relationship 
with  the  entity  on  the  date  that  the  modification  is  approved,  which 
means  that  there  are  some  3,000  employees  who  will  lose  all  coverage 
for  this  5-year  period. 

By  getting  some  legislation  that  would  conform  to  our  suggestions 
in  item  No.  5  where  a  State  would  be  relieved  of  any  liability  for  a 
situation  where  an  entity  has  reported  erroneously  to  the  Internal 
Revenue  Service,  the  University  of  Louisville  could  cover  all  their 
employees  from  1951  through  1966  without  having  to  pay  this  addi- 
tional $250,000  of  contributions  and  at  the  same  time  some  3,000  em- 
ployees would  not  lose  any  coverage. 

Thank  you. 

The  Chairman.  We  thank  you,  Miss  Reeves  and  you  gentlemen 
for  the  statements  you  made  representing  the  National  Conference 
of  State  Social  Security  Administrators. 

Did  you  have  something  else  to  add  ? 

Miss  Reeves.  Mr.  Chairman,  I  would  like  to  introduce  two  other 
State  representatives. 
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The  Chairman.  We  would  be  glad  for  you  to  do  it. 

Miss  Reeves.  Mr.  Frank  DeLamar  from  eorgia  and  Mrs.  Helene 
Rakatsky  of  Connecticut.  Mr.  B.  E.  Friday  of  Arkansas  was  sup- 
posed to  be  with  us  today. 

The  Chairman.  You  mean  my  good  friend  "Bus"  ? 

Miss  Reeves.  Yes,  sir.  I  had  a  letter  from  him  Monday  stating  that 
due  to  the  legislature  in  the  State  of  Arkansas  being  in  session  it 
would  be  impossible  for  him  to  be  here,  and  also  Mr.  Jim  Atlee  from 
Texas  was  supposed  to  be  here,  but  he  called  me  and  said  that  he 
couldn't  be. 

I  said,  "Heavenly  days,  are  all  of  you  going  to  cancel  out  on  me 
and  leave  me  to  go  alone." 

The  Chairman.  They  knew  you  could  do  the  job  with  or  without 
them.  You  have  done  an  excellent  job  presenting  these  matters  to 
the  committee. 

Miss  Reeves.  We  want  to  thank  you  for  the  time  given  us. 
The  Chairman.  Thank  you  for  coming. 
Miss  Reeves.  Thank  you,  sir. 

The  Chairman.  Without  objection  the  committee  will  recess  until 
2  o'clock  this  afternoon. 

(Whereupon,  at  12:31  p.m.,  the  committee  recessed  to  reconvene 
at  2  p.m.,  the  same  day.) 

AFTERNOON  RECESS 

(The  committee  reconvened  at  2  p.m.,  Hon.  Al  Ullman  presiding.) 
Mr.  Ullman.  The  committee  will  come  to  order. 
We  welcome  you  to  the  committee,  Mr.  Megal.  Please  identify  your- 
self and  proceed  as  you  wish. 

STATEMENT  OF  CARL  J.  MEGAL,  WASHINGTON  REPRESENTATIVE, 
AMERICAN  FEDERATION  OF  TEACHERS 

Mr.  Megal.  Mr.  Chairman  and  members  of  the  committee,  I  have 
asked  just  a  short  time  to  discuss  with  you  one  point  of  view.  I  want 
to  state  first  first  of  all  that  I  want  to  support  the  concept  of  H.R. 
5710  and  to  concur  generally  with  the  position  stated  by  President 
George  Meany  and  the  presentation  of  this  counsel  a  few  days  ago  and 
also  to  support  the  admirable  statement  that  my  colleague,  Walter 
Reuther,  made  this  morning. 

But  there  is  a  point  of  view  that  refers  to  teachers  which  I  want  to 
present  and  in  doing  so  I  do  so  with  some  knowledge  since  I  was 
for  a  number  of  years  a  Chicago  teacher  at  which  time  I  was  a  member 
of  the  Chicago  Teachers  Pension  Fund  as  a  member  of  the  board  of 
trustees  and  for  12  years,  from  1952  to  1964, 1  was  the  national  presi- 
dent of  the  American  Federation  of  Teachers. 

I  am  now  for  the  record  on  my  statement.  My  name  is  Carl  J. 
Megel.  I  am  presently  the  Washington  representative  of  the  Ameri- 
can Federation  of  Teachers,  a  national,  professional  teachers'  union 
of  more  than  130,000  classroom  teachers,  affiliated  with  the  AFL-CIO. 

Our  organization  embraces  660  teacher  locals,  including  locals  in 
Hawaii,  Alaska,  the,  Canal  Zone,  the  Department  of  Defense  overseas 
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dependents  schools  and  in  the  Department  of  Interior  Indian  schools. 

Representing  the  American  Federation  of  Teachers,  I  am  privileged 
to  appear  before  this  committee  in  support  of  H.R.  5710,  a  bill  to 
amend  the  Social  Security  Act  to  provide  an  increase  in  social  security 
payments  and  other  benefits. 

All  teachers  have  naturally  become  more  interested  in  social  security 
coverage  since  the  passage  of  medicare  by  the  Congress  of  the  United 
States.  This  is  true  because  the  Medicare  Act  specifies  that  only 
those  persons  who  are  under  social  security  may  qualify  for  medicare 
after  July  1, 1967. 

Coverage  under  the  Federal  social  security  program  for  employees 
of  the  States  and  their  political  subdivisions  may  be  obtained  only  by 
means  of  voluntary  agreements  between  the  States  and  the  Secretary 
of  Health,  Education,  and  Welfare,  pursuant  to  section  218  of  the 
Social  Security  Act.  The  State  decides  within  the  limits  of  Federal 
and  State  law  which  group  of  employees  are  to  be  covered  and  when 
the  coverage  shall  begin. 

All  50  States,  Puerto  Rico,  and  the  Virgin  Islands  have  entered  into 
agreements  which  provide  social  security  coverage  for  at  least  some 
employees.  At  the  present  time,  some  25  States  have  extended  social 
security  coverage  to  the  service  of  most  public  school  teachers,  includ- 
ing teachers  employed  in  institutions  of  higher  education. 

In  12  additional  States  some,  but  not  all,  public  school  teachers  are 
covered  by  the  Social  Security  Act.  In  some  of  the  remaining  States 
efforts  are  being  made  to  provide  coverage  under  the  Social  Security 
Act. 

Much  credit,  Mr.  Chairman,  belongs  to  the  members  of  the  Ways 
and  Means  Committee,  but  with  special  commendation  to  you  per- 
sonally for  the  leadership  which  you  have  exercised  and  for  the  years 
of  effort  which  you  have  given  to  advancing  social  security  programs. 

The  American  Federation  of  Teachers  has  given  active  support  to 
the  social  security  ideas  since  it  inception,  because  of  its  broad  social 
implications.  At  the  same  time,  individual  teachers  have  complained 
bitterly  about  its  limitations  and  I  am  speaking  particularly  here  to 
those  which  are  now  covered  by  social  security. 

Following  the  enactment  of  the  original  Social  Security  Act,  cer- 
tain States  repealed  existing  teacher  pension  laws  and  instituted  social 
security  instead.  For  some  teachers  this  meant  reduced  retirement 
benefits  since  social  security  had  now  become  their  pension  program. 
A  few  States  supplemented  the  social  security  program  with  new 
State  teacher  pension  laws. 

Even  in  so  doing,  the  combined  social  security-pension  income  for 
many  of  these  teachers  is  less  than  the  pension  provided  in  some  States 
where  teachers  are  not  covered  by  social  security. 

Accordingly,  it  is  highly  important  that  the  proposed  increased 
benefits  be  incorporated  into  the  Social  Security  Act.  Increased  liv- 
ing costs  make  this  imperative.  It  is  estimated  that  at  the  present 
time  the  average  payments  for  widows  under  the  Social  Security  Act 
are  $74  per  month.  Yet,  in  1918  a  Civil  War  veteran  received  a  pen- 
sion of  $72  per  month  from  the  U.S.  Government.  The  comparisons, 
therefore,  are  obvious. 
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Of  special  irritation  to  teachers  relates  to  section  106,  which  pro- 
vides for  an  increase  in  the  amount  an  individual  is  permitted  to  earn 
without  suffering  full  deductions  from  benefits.  Most  States  require 
automatic  retirement  for  all  teachers  upon  attaining  age  65. 

A  great  majority  of  these  teachers  are  required  to  seek  employment 
compensation  since  low  salaries  during  their  prime  earning  years  pre- 
clude any  possibility  for  investment  income.  Yet,  these  individuals 
forfeit  their  social  security  if  their  earned  income  exceeds  $2,700. 

In  addition,  they  are  required  to  pay  the  full  regular  social  security 
tax  upon  their  earnings. 

In  contrast,  an  individual  who  is  eligible  and  has  an  income  in  excess 
of  $3,000,  but  not  on  earnings,  is  entitled  to  social  security  payments 
and  is  not  required  to  pay  the  social  security  tax.  The  injustice  of  this 
situation  is  self-evident. 

Whereas,  correction  by  increasing  the  allowable  earnings  is  probably 
impossible.  Parenthetically  at  this  stage  we  do  hope  at  some  later  date 
it  will  be  included.  However,  partial  rectification  can  be  attained  by 
rescinding  the  social  security  tax  on  earnings  after  age  65 — this  lat- 
ter provision,  notwithstanding,  the  "Tax  Treatment  of  the  Aged"  as 
proposed  under  title  V. 

Mr.  Chairman,  that  is  our  position.  I  thank  you  a  lot  for  the  op- 
portunity of  presenting  it  to  you. 

Mr.  Ullman.  You  have  brought  a  matter  of  considerable  impor- 
tance to  our  attention  and  we  appreciate  it  very  much. 

Are  there  any  questions  ? 

If  not,  we  want  to  thank  you  very  much  for  appearing  before  the 
committee,  Mr.  Megel. 
Mr.  Megel.  Thank  you. 

Mr.  Ullman.  The  next  witness  is  Mr.  Kershner.  Will  you  come 
forward  please.  Mr.  Kershner,  we  welcome  you  before  the  committee. 
Will  you  please  identify  yourself.  With  the  understanding  that  your 
full  statement  will  appear  in  the  record  you  may  proceed  as  you  wish. 

STATEMENT  OF  LEONARD  B.  KERSHNER,  MEMBER,  LEGISLATIVE 
COMMITTEE,  INTERNATIONAL  ASSOCIATION  OF  FIRE  FIGHTERS 

Mr.  Kershner.  Mr.  Chairman  and  members  of  the  committee,  my 
name  is  Leonard  B.  Kershner.  I  am  a  member  of  the  Legislative  Com- 
mittee of  the  International  Association  of  Fire  Fighters,  AFL-CIO, 
representing  some  100,000  firefighters  in  these  United  States. 

Our  organization  strongly  supports  the  social  security  system  and 
we  are  sympathetic  with  and  favor  any  effort  to  improve  it.  However, 
we  believe  that  it  would  be  inappropriate  for  our  union  to  comment  on 
specific  proposals  which  are  designed  for  this  purpose,  such  as  H.K. 
5710,  because  of  our  commitment  to  the  concept  that  firefighters  should 
be  excluded  from  social  security  coverage. 

It  is  for  this  reason  that  I  will  essentially  confine  my  remarks  to 
H.K.  5062  and  certain  other  proposals  to  amend  those  provisions  of 
title  II  of  the  Social  Security  Act,  which  provide  for  the  circumstances 
and  conditions  under  which  firefighters  are  excluded  from  coverage 
under  the  insurance  system. 
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The  only  portion  of  H.R.  5710  with  which  we  feel  free  to  deal  in 
specific  terms  is  title  V,  "Tax  Treatment  of  the  Aged."  On  this  point, 
we  would  like  to  have  the  record  show  that  we  subscribe  to  and  sup- 
port the  statement  and  recommendations  of  the  National  Conference 
of  Public  Employee  Retirement  System,  which  statement  and  recom- 
mendations were  contained  in  testimony  before  this  committee  on 
March  20,  by  J ack  E.  Kennedy  of  that  organization. 

Mr.  Chairman,  the  main  purpose  of  our  appearance  before  your 
honorable  committee  is  to  urge  favorable  consideration  of  H.R.  5062, 
introduced  by  Congresswoman  Griffiths.  But  before  I  discuss  the  pro- 
visions of  this  bill,  permit  me  to  very  briefly  review  the  history  and 
background  of  social  security  legislation  as  it  applies  to  firefighters. 

In  1954,  when  Congress  made  social  security  available  to  State  and 
municipal  employees,  it  specifically  excluded  firefighters  and  police- 
men who  were  under  State  or  local  retirement  plans,  from  coverage 
under  the  insurance  system.  This  exclusion  clause  is  provided  for  in 
section  218(d)  (5)  (A). 

The  International  Association  of  Fire  Fighters  supported  them,  and 
continues  to  support  exclusion  for  the  following  reasons : 

1.  The  nature  of  the  duties  of  firefighters  is  such  that  it  requires 
retirement  at  a  far  earlier  age  than  that  provided  for  under  social 
security.  This  work  demands  great  physical  strength,  agility,  coordi- 
nation, stamina,  and  endurance.  Most  men  begin  to  lose  a  good  part 
of  these  characteristics  after  they  reach  age  50,  thus  reducing  their 
effectiveness  on  the  job.  Early  retirement  for  such  workers  is  neces- 
sary in  order  to  maintain  efficiency  in  the  firefighting  service. 

By  the  same  token,  the  rigors  of  firefighting  have  an  increasingly 
damaging  impact  on  the  health  of  fire  department  members  with  each 
succeeding  year  after  age  45.  Medical  science  has  established  that  ad- 
vancing age  and  the  work  of  firefighters  frequently  is  the  reason  why 
such  men  suffer  from  heart  disease.  In  order  to  afford  reasonable  pro- 
tection to  the  health  of  the  men  engaged  in  this  hazardous  occupation 
firefighters  must  be  permitted  to  retire  at  an  early  age. 

2.  If  social  security  was  made  available  to  firefighters  without  be- 
ing accompanied  by  adequate  safeguards  to  protect  the  integrity  of 
their  State  or  local  retirement  systems,  such  systems  would  be  placed 
in  jeopardy.  Where  we  have  liberal  benefits  and  early  retirement, 
quite  often  it  is  only  the  exclusion  clause  which  prevents  municipal 
administrators  from  integrating  social  security  with,  or  substituting 
social  security  for  the  local  retirement  system. 

Further,  the  unqualified  availability  of  social  security  would  serve 
as  a  bar  against  improving  those  retirement  systems  which  do  not 
measure  up  to  the  retirement  standards  required  in  firefighting. 

Both  of  these  points  have  been  clearly  established  by  a  recent  sur- 
vey of  463  fire  department  pension  plans  in  the  United  States.  The 
survey,  conducted  by  the  Research  Department  of  the  International 
Association  of  Fire  Fighters  shows  the  following : 
92  percent  permit  retirement  at  age  55  or  less. 
92  percent  retire  at  50  percent  of  salary  at  this  minimum  retire- 
ment age. 

94  percent  have  on-duty  disability  coverage. 

92  percent  have  nonduty  disability  coverage. 

91  percent  have  duty  and  nonduty  survivor  benefit  coverage. 
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Mr.  Chairman,  only  13  percent  of  the  cities  surveyed,  reported  that 
they  covered  their  firefighters,  in  whole  or  in  part,  under  social  secur- 
ity. With  the  exception  of  those  in  New  York,  where  there  is  a  State 
constitution  provision  which  prohibits  any  diminition  of  the  retire- 
ment benefits  of  public  employees,  virtually  all  of  the  cities  indicated 
their  benefits  were  adversely  affected  thereby. 

Included  in  the  group  of  those  whose  overall  retirement  benefit  pro- 
tection was  reduced  after  the  imposition  of  social  security  coverage 
are  the  firefighters  of  Decatur,  Ala. ;  Bakersfield,  Calif. ;  San  Leandro, 
Calif. ;  Sedgewick  Co.,  Kans. ;  fire  departments  covered  by  the  Oregon 
State  Plan ;  Columbia,  Ga. ;  Bellevue,  Wash. ;  Key  West,  Fla. 

In  addition,  the  availability  of  social  security  coverage  has  pre- 
vented the  adoption  of  an  adequate  staff  retirement  system  in  Kern 
County,  Calif.;  DeKab,  Ga. ;  Prairie  Village,  Kans.;  Iona,  Mich.; 
Cape  Girardeau,  Mo.;  La  Grande,  Oreg.;  Chester,  Penn. ;  Pittston, 
Penn.,  and  others. 

Since  1954,  when  Congress  adopted  the  firefighters  exclusion  clause, 
our  international  union  has  been  engaged  in  a  continuing  fight  to  pre- 
serve it. 

Attacks  against  the  clause  have  taken  two  forms.  The  first  has 
been  attempts  to  simply  repeal  section  218(d)  (5)  A  of  the  Social  Se- 
curity Act. 

The  second  involves  efforts  similar  to  that  contained  in  H.E.  378 
and  H.R.  2888,  which  have  the  effect  of  picking  us  off  one  State  at  a 
time,  by  removing  the  States  named  in  such  bills  from  the  exclusion 
clause. 

Some  of  those  who  support  repeal  of  the  exclusion  clause  argue  that 
the  firefighters  really  have  nothing  to  fear ;  that  the  referendum  pro- 
visions of  the  Federal  statute  protect  them  against  being  forced  under 
social  security  against  their  will. 

Unfortunately,  this  theory  ignores  the  fact  that  section  218(d) 
(6)  (C)  now  permits  18  States  to  divide  their  retirement  system  so 
that  a  single  fire  department  member  can  compel  every  future  member 
of  his  department  to  come  under  social  security. 

In  addition,  the  Social  Security  Advisory  Council  has  recommended 
that  this  authority  to  divide  the  retirement  system  be  extended  to  the 
remaining  32  States. 

If  the  exclusion  clause  was  eliminated,  and  the  authority  to  divide 
the  retirement  system  is  extended  to  all  50  States,  social  security  will 
be  forced  on  every  fire  department  in  the  Nation,  in  spite  of  the  fact 
that  the  overwhelming  majority  of  department  members  are  opposed 
to  it. 

In  the  past,  we  have  devoted  most  of  our  efforts  in  this  area  toward 
resisting  any  attempt  to  repeal  the  exclusion  clause.  The  Interna- 
tional Association  of  Fire  Fighters  now  believe  that  the  time  has  come 
to  take  a  more  positive  approach  to  the  problem. 

We  are  of  the  opinion  that  H.R.  5062  provides  for  just  such  an 
approach  by  having  the  exclusion  clause  remain  in  force,  except 
that  the  insurance  system  may  be  made  available  to  firefighters  in 
any  State  which  has  a  statute  requiring  that  said  insurance  system 
shall  be  a  supplement  and  an  addition  to  the  state  or  local  retire- 
ment system  covering  such  firefighters. 
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In  part,  this  proposal  is  in  response  to  those  who  have  argued  that 
a  firefighters'  local  retirement  system  cannot  be  weakened  or  im- 
paired through  the  imposition  of  social  security. 

As  evidence  of  this,  they  point  to  the  Declaration  of  Policy  by  the 
Congress  which  states  that  such  retirement  systems  shall  not  be  im- 
paired as  the  result  of,  or  in  anticipation  of  an  agreement  which 
extends  social  security  to  state  or  municipal  employees. 

Unfortunately,  this  declaration  has  no  legal  effect  on  states  or 
municipalities.  Therefore,  in  order  to  make  absolutely  certain  that 
the  intent  of  this  declaration  is  fulfilled  with  respect  to  firefighters, 
section  1  of  the  bill  provides  that  the  only  terms  under  which  social 
security  can  be  made  available  to  such  employees  is  as  a  supplement 
and  an  addition  to  their  own  retirement  system. 

This  does  not  prevent  a  State  or  municipality  from  changing  the 
retirement  systems  of  its  firefighters.  Instead,  it  means  that  they 
may  not  integrate  social  security  with,  or  substitute  social  security 
for  the  local  retirement  system. 

In  other  words,  social  security  cannot  be  used  as  a  device  through 
which  a  municipality  might  escape  from  its  pension  obligations  to 
its  firefighters,  but,  it  may  be  made  available  to  such  firefighters  where 
the  State  law  protects  the  integrity  of  their  State  or  local  retirement 
system. 

Section  1  of  H.R.  5062  also  provides  that  social  security  cannot 
be  made  available  to  firemen  unless  it  is  approved  by  a  majority  of 
the  firemen  in  the  retirement  system. 

Voting  in  such  a  referendum  would  be  limited  to  firemen.  In  the 
absence  of  such  a  provision,  other  State  or  municipal  employees,  who 
have  retirement  needs  which  are  different  than  that  of  firemen,  might 
be  able  to  participate  in  the  referendum,  and  to  make  determinations 
which  are  in  conflict  with  the  desires  and  wishes  of  such  firemen. 

Section  1  of  this  bill  further  protects  the  retirement  system  of 
firemen  to  the  extent  that  social  security  will  not  be  made  available 
where  any  such  system,  in  effect  on  the  effective  date  of  this  pro- 
posed act,  or  in  effect  3  years  prior  to  a  referendum,  is  diminished 
or  impaired. 

Section  2  of  this  bill  removes  firemen  from  the  section  of  the  Social 
Security  Act,  218(d)(6)(C),  which  permits  certain  States  to  con- 
duct a  referendum  on  a  divided  vote  basis. 

Again,  under  this  arrangement,  a  single  fireman  could  bring  social 
security  to  an  entire  fire  department,  even  though  the  remainder  of 
the  department  voted  to  be  excluded. 

Sections  3  and  4  of  this  bill  are  technical  amendments  designed  to 
bring  certain  other  sections  of  the  Social  Security  Act  into  conformity 
with  the  basic  provisions  of  said  bill. 

We  have  had  an  extensive  exchange  of  correspondence  with  the  So- 
cial Security  Administration  concerning  this  bill.  It  would  appear 
that  their  opposition  to  the  bill  has  narrowed  down  to  their  claim 
that — 

this  proposal  would,  by  limiting  the  manner  in  which  States  or  localities  could 
adjust  protection  afforded  by  their  retirement  systems  to  take  into  account  so- 
cial security  coverage,  amount  to  an  unwarranted  interference  with  the  States 
and  localities  in  their  relationships  with  their  employees. 
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We  respectfully  submit  that  the  reverse  is  true.  If  social  security 
was  made  available  to  firefighters  without  adequate  safeguards  to 
protect  the  integrity  of  their  State  or  local  retirement  systems,  it 
would  be  used  as  a  device  by  municipal  employers  to  weaken  or  im- 
pair such  retirement  systems  and  would  thereby  constitute  an  un- 
warranted intrusion  on  the  part  of  the  Federal  Government  into  the 
relationships  between  firefighters  and  their  employers. 

We  are  convinced  that  the  adoption  of  H.R.  5062  would  prevent 
such  an  intrusion,  and  would  solve  a  longstanding  problem. 

In  closing,  I  would  like  to  take  this  opportunity  to  register  our 
opposition  to  H.R.  378  and  H.R.  2888,  which  bills  would  remove  the 
State  of  Michigan  from  the  exclusion  clause,  and  make  social  security 
available  to  the  firefighters  of  that  State,  without  providing  adequate 
safeguards  to  protect  the  firefighters  own  retirement  systems. 

Michigan  firefighters  do  not  want  to  have  social  security  extended 
to  them  under  these  circumstances,  and  therefore  are  vigorously  op- 
posed to  these  bills. 

In  addition,  I  would  like  to  register  opposition  to  H.R.  4029,  a  bill 
similar  to  the  twoHlls  I  just  described,  which  would  remove  the  State 
of  Puerto  Rico  from  the  exclusion  clause. 

Mr.  Ullman.  Thank  you,  Mr.  Kershner. 

Mr.  Betts.  I  was  interested  in  your  testimony.  I  want  to  make 
sure  I  understand  it.  In  other  words,  your  organization  is  opposed  to 
the  inclusion  of  firemen  in  the  social  security  program ;  is  that  correct  ? 

Mr.  Kershner.  Essentially  that  is  our  position.  We  are  saying, 
however,  that  because  this  fight  to  protect  the  exclusion  clause  has 
continued  for  such  a  long  period  of  time  and  we  have  been  in  a  sense 
accused  of  taking  a  negative  approach  to  these  problems,  of  simply 
saying,  "No,  No,  No."  In  order  to  take  a  more  positive  approach 
we  are  suggesting  that  if  those  who  say  that  social  security  should  be 
available  to  firefighters  and  it  did  not  in  fact  represent  a  threat  to  the 
integrity  of  their  retirement  system,  if  you  will  build  in  some  safe- 
guards in  the  Federal  statute,  we  would  accept  this  and  this  is  the 
purpose  of  this  bill. 

Mr.  Betts.  Now,  what  is  the  percentage  of  firefighters  that  belong 
to  your  organization  ? 

Mr.  Kershner.  We  have  well  over  90  percent  of  the  paid  firefighters 
in  the  United  States  as  members  of  our  organization. 

Mr.  Betts.  Does  that  include  Ohio  ? 

Mr.  Kershner.  That  includes  Ohio.  It  includes  close  to  100  per- 
cent of  the  firefighters  in  Ohio. 

Mr.  Betts.  I  am  particularly  interested  in  what  you  have  to  say 
because  as  you  know  the  Ohio  firemen  were  vitally  opposed  to  the  in- 
clusion many  years  ago. 

Mr.  Kershner.  That  is  right. 

Mr.  Betts.  When  this  question  of  inclusion  came  up,  it  looked  like 
I  was  the  only  one  that  was  against  the  inclusion.  I  understood  the 
firefighters  in  all  the  other  States  were  for  inclusion. 

Mr.  Kershner.  The  firefighters  of  Ohio,  Mr.  Betts,  support  this 
position.  They  support  the  position  outlined  in  this  statement.  What 
we  are  saying  in  effect  is  that  the  exclusion  clause  shall  remain  in 
effect  except  where  the  State  law  provides  for  this  kind  of  protection. 
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Mr.  Betts.  I  was  particularly  interested  because  I  thought  the 
pressure  was  all  the  other  way,  that  everybody  was  for  inclusion. 

Mr.  Kershner.  No,  this  is  incorrect.  Our  international  union  has 
consistently  opposed  any  attempt  to  bring  firefighters  under  the  social 
security  coverage  because  of  the  damaging  impact  it  would  have  on 
the  integrity  of  our  retirement  system. 

Mr. Ullman.  Mr. Burke? 

Mr.  Burke.  You  favor  the  bill  filed  by  Congresswoman  Martha 
Griffins? 
Mr.  Kershner.  Eight. 

Mr.  Burke.  That  will  take  care  of  the  objections  that  the  firefighters 
might  have  to  total  inclusion  ? 
Mr.  Kershner.  Right. 

Mr.  Burke.  There  are  many  on  the  committee  that  feel  the  same 
way  as  you  do  because  of  the  unique  position  of  the  firemen,  the 
hazardous  job  they  have  and  the  problems  they  face  in  retirement, 
particularly  heart  conditions. 

I  know  Massachusetts  has  a  heart  law  covering  firemen.  I  think 
your  statement  is  well  put  together  and  I  wish  to  commend  you  for  it. 

Mr.  Kershner.  Thank  you,  Congressman. 

Mr.  Ullman.  Mr.  Conable? 

Mr.  Conable.  Mr.  Kershner,  I  am  aware  of  the  fact  that  firemen 
have  outside  jobs  in  many  parts  of  the  country.  I  assume  this  means 
that  many  have  to  moonlight  to  make  ends  meet.  Do  you  have  any 
statistics  on  the  percentage  or  number  of  people  who  would  be  covered 
by  social  security  from  their  jobs  outside  the  fire  department? 

Mr.  Kershner.  We  put  together  some  figures.  We  are  not  prepared 
to  swear  to  their  accuracy  but  it  is  our  best  educated  guess  that  the 
average  firefighter  will  at  age  65  have  about  15  years  of  social  security 
coverage. 

Mr.  Conable.  By  the  average  firefighter,  you  mean  at  least  50  per- 
cent ;  is  that  correct  ? 

Mr.  Kershner.  Will  have  about  15  years  of  coverage  at  age  65. 

Mr.  Conable.  So  many  of  them  are  getting  social  security  coverage  ? 

Mr.  Kershner.  At  the  minimum  level.  In  fact,  we  prepared  some 
figures  in  1965.  These  were  based  on  1965  contributions  and  contri- 
bution benefits.  We  projected  that  the  kind  of  firefighter  that  I  just 
described,  along  with  his  employer,  would  pay  a  combined  tax  rate 
of  7V4  percent  of  $72,000  of  earnings  over  this  15-year  period  and 
would  contribute  $5,220  toward  the  fund. 

Using  a  life  expectancy  table  of  73  years  age,  he  would  receive  a 
primary  benefit  of  $75  a  month  or  $900  a  year  for  8  years  for  a  total 
of  $7,200  which  we  thought  was  not  unreasonable,  not  an  unreason- 
able return  on  his  and  his  employer's  contribution. 

Mr.  Conable.  This  also  gives  some  economic  background  to  your 
stand,  does  it  not,  because  the  additional  social  security  coverage  would 
not  be  a  substantial  benefit  to  the  typical  firefighter  if  he  is  already 
covered  through  other  employment. 

Mr.  Kershner.  That  is  right. 

One  of  the  problems,  very  frankly,  Congressman,  that  we  have  en- 
countered where  social  security  has  been  made  available  to  firefighters 
is  in  most  instances  that  it  is  integrated  with  the  local  retirement  sys- 
tem and  as  a  result  when  social  security  benefits  are  increased  the 
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individual  employee  does  not  receive  an  increase  in  benefits  and  all 
this  in  effect  does  is  to  reduce  the  employer's  costs. 
Mr.  Conable.  Thank  you. 

Mr.  Ullman.  It  would  be  helpful,  Mr.  Kershner,  if  you  supplied 
for  the  record  an  elaboration  of  your  statement  on  page  3  where  you 
have  indicated  the  different  cities  where  social  security  coverage  has 
resulted  in  reduced  retirement  benefits. 

Could  you  give  us  a  breakdown  for  the  record  ? 

Mr.  Kershner.  Right. 

Mr.  Ullman.  Without  objection,  that  will  be  included  in  the  record 
at  this  point. 

Mr.  Kershner.  Do  I  simply  mail  this  to  the  committee? 
Mr.  Ullman.  Yes. 

Mr.  Kershner.  I  will  be  happy  to,  sir. 

(The  following  letter  was  received  by  the  committee:) 

International  Association  of  Fire  Fighters, 

Washington,  D.C.,  April  18, 1967. 

Mr.  Leo  Irwin, 

Chief  Counsel,  Committee  on  Ways  and  Means,  House  of  Representatives,  Wash- 
ington, B.C. 

Dear  Mr.  Irwin  :  On  March  22,  1967,  in  behalf  of  the  International  Associa- 
tion of  Fire  Fighters,  I  testified  before  the  Ways  and  Means  Committee  in 
support  of  H.R.  5062,  entitled  "A  Bill  to  Amend  Title  II  of  the  Social  Security 
Act  to  Continue  to  Exclude  Firemen  from  the  Insurance  System." 

At  this  hearing,  I  was  requested  by  Congressman  Ullman  to  supply  the  Com- 
mittee with  more  precise  information  concerning  certain  matters  referred  to 
in  our  statement. 

This  letter  is  to  advise  you  that  we  are  still  in  the  process  of  securing  this 
information,  and  as  soon  as  we  have  a  complete  report,  we  will  forward  it  to 
your  office. 

Thank  you  again  for  your  interest  and  concern. 
Very  truly  yours, 

Leonard  B.  Kershner, 
Member,  Legislative  Committee. 

Mr.  Ullman.  Mrs.  Griffiths  % 

Mrs.  Griffiths.  I  have  never  thought  about  it  before  bat  I  assumed 
that  firefighters  would  be  ardently  in  support  of  permitting  a  husband 
to  draw  on  his  wife's  social  security. 

Mr.  Kershner.  Yes. 

Mrs.  Griffiths.  Thank  you. 

Mr.  Ullman.  Thank  you  very  much,  Mr.  Kershner. 
Mr.  Kershner.  Thank  you. 

Mr.  Ullman.  We  appreciate  very  much  your  fine  statement. 
Mr.  Ullman.  Captain  Nichols? 

Captain,  will  you  please  identify  yourself  and  your  associate  with 
the  understanding  that  your  full  statement  will  appear  in  the  record. 
Please  proceed  as  you  see  fit. 

STATEMENT  OF  DONALD  H.  NICHOLS,  REGIONAL  VICE  PRESIDENT, 
AIR  LINE  PILOTS  ASSOCIATION,  ACCOMPANIED  BY  JAMES 
MEALS,  DIRECTOR,  GOVERNMENTAL  AND  LEGISLATIVE  AF- 
FAIRS, AIR  LINE  PILOTS  ASSOCIATION 

Mr.  Nichols.  Mr.  Chairman,  my  name  is  Donald  H.  Nichols.  I 
am  regional  vice  president  of  the  Air  Line  Pilots  Association.  I  would 
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like  to  introduce  Mr.  Jim  Meals,  legislative  representative  of  the  Air 
Line  Pilots  Association  on  my  right. 

I  want  to  take  this  opportunity  to  thank  you  and  the  members  of 
the  committee  for  giving  us  this  opportunity  to  present  our  problem 
to  you  during  the  course  of  your  deliberations  on  the  extension  of 
the  social  security  action. 

We  will  be  as  brief  as  possible  in  our  presentation. 

On  December  1,  1959,  the  then  Administrator  of  the  Federal  Avia- 
tion Agency  promulgated  a  regulation  providing: 

No  individual  who  has  reached  his  60th  birthday  shall  be  utilized  or  serve 
as  a  pilot  on  any  aircraft  while  engaged  in  air  carrier  operations. 

The  above  regulation  became  effective  March  15,  1960.  The  Air 
Line  Pilots  Association  and  the  individual  airmen  affected  opposed 
the  adoption  of  this  rule  under  the  limited  means  available  within 
the  administrative  procedures  and  subsequently  in  the  courts. 

These  efforts  were  in  vain  and  the  regulation  became  an  enforce- 
able rule  on  the  date  above  stated.  Since  March  15,  1960,  therefore, 
the  air  transport  companies  in  the  United  States  have  not  utilized  any 
member  of  an  operating  crew  after  he  has  reached  his  60tfi  birthday. 

We  believe,  briefly,  that  if  the  Federal  Government  requires  retire- 
ment at  age  60,  then  the  social  security  program  of  the  Federal  Gov- 
ernment should  be  adjusted  to  provide  full  benefits  at  age  60  for 
those  people  affected. 

We  do  not  limit  this  plea  to  just  members  of  our  group,  though 
as  far  as  we  have  been  able  to  determine,  we  are  the  only  group  out- 
side of  Federal  employees  affected  by  Federal  rule.  We  understand 
that  there  are  some  State  and  municipal  law  enforcement  agencies 
whose  personnel  face  retirement  prior  to  age  65,  but  how  many  peo- 
ple are  so  affected  and  how  many  of  these  participate  in  the  Federal 
social  security  program,  we  do  not  know. 

We  have  been  given  to  understand  that  certain  employees  of  the 
CIA  are  required  to  retire  prior  to  age  65  and  that  appropriate  redress 
has  been  made  for  these  people  under  the  Federal  employees  retire- 
ment system. 

Social  security  is  not  involved  in  this  instance. 

The  actual  loss  to  the  individual  is  difficult  to  compute  as  the  end 
result  is  affected  by  many  variables.  The  maximum  table  base  has 
increased  over  the  years,  and  the  employees  number  of  years  paying 
the  maximum  base  will  vary.  We  do  know  that  every  time  the  maxi- 
mum table  base  is  extended,  our  people  will  suffer  all  the  more,  as  they 
lose  the  last  5  years  of  contributions  and  thus  further  reduced  benefits. 

Please  see  attachment  A  from  one  of  our  retired  pilots. 

The  second  page  where  it  shows  that  a  pilot  who  works  until  age  60, 
his  benefits  taken  at  age  62  will  be  $103.60  per  month;  at  age  65, 
$129.50.  Participating  til  65  it  would  be  $168. 

Each  case  must  be  figured  individually,  but  we  believe  that  any  re- 
duction is  unjust. 

Some  people  have  observed  that  the  retirement  programs  should  be 
adjusted  to  cover  the  financial  loss  in  these  cases,  while  others  have 
noted  that  with  the  abundant  retirement  to  the  individual  in  the  cases 
at  hand,  he  doesn't  need  the  money  and  that  there  are  other,  more  de- 
serving individuals. 
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In  answer  to  the  first  proposition,  let  us  state  that,  first,  we  do  not 
believe  that  it  should  fall  the  lot  of  private  enterprise  to  take  up  the 
slack  in  a  Federal  program  under  the  one  department  when  the  in- 
equity was  caused  by  a  regulation  promulgated  by  another  agency 
of  the  same  Federal  Government. 

The  employer  has  already  contributed  over  the  years  to  this  Federal 
program.  We  don't  believe  he  should  contribute  more  where  the  in- 
equity arises  through  no  fault  of  his.  As  to  the  second  proposition,  be 
advised  that  the  air  transport  industry  is  comparatively  young,  as  are 
their  benefit  programs. 

The  pilot  retiring  today  is  doing  so  at  a  figure  somewhere  between 
$250  and  $300  per  month.  In  regard  to  this,  please  see  our  attach- 
ment B. 

We  hardly  believe  that  this  constitutes  such  a  staggering  amount 
that  his  voice  should  be  ignored.  This  benefit  amount  is  still  reduced 
and  out  of  proportion  to  his  contributions.  We  also  want  to  note  that 
several  of  the  pension  plans  are  still  tied  to  social  security  and  the 
benefit  amount  from  the  plan  is  reduced  by  the  amont  paid  by  social 
security  when  it  starts  at  age  65. 

We  would  like  to  draw  the  committee's  attention  to  H.R.  7006  which 
would  provide  5  additional  dropout  years  in  computing  the  social 
security  benefits  in  the  case  of  the  individual  who  is  forced  to  retire 
prior  to  age  65  by  Federal  statute,  rule,  or  regulation. 

This  measure  would  afford  some  degree  of  relief  but  we  do  not  be- 
lieve to  the  extent  necessary  to  sufficiently  balance  the  inequities. 

The  committee  will  shortly  have  before  it  two  additional  bills  for 
their  consideration.  In  this  area,  one  bill  will  provide  that  when  a 
person  is  forced  into  retirement  by  Federal  statute  or  regulation  prior 
to  age  65,  he  will  be  given  the  right  to  make  further  contribution  into 
the  social  security  plan  for  that  period  of  time  between  his  retirement 
age  and  age  65  as  though  he  were  self-employed. 

This  is  H.R.  7581. 

We  might  note  here  that  provision  was  made  in  1951  for  self- 
employed,  except  farmers,  in  1955 — farmers  self-employed,  in  1956 — 
lawyers,  dentists,  osteopaths,  and  veterinarians,  in  1961 — Peace  Corps 
volunteers  and  residents  of  Guam,  in  1965 — doctors  of  medicine  in 
1966 — hospital  interns. 

Special  legislation  in  this  area,  therefore,  is  nothing  new  and  we 
believe  that  a  provision  permitting  such  voluntary  participation  would 
go  a  long  way  toward  adequate  redress  for  the  people  concerned. 

We  submit  the  letter  of  a  retired  pilot  attached  and  marked  "C." 

The  other  bill  to  which  we  refer  above  will  provide  for  retirement 
at  age  60  with  the  same  benefits  as  if  the  individual  had  continued 
employment  until  age  65  at  the  same  rate  of  pay  he  was  earning  at  the 
time  of  forced  retirement. 

And  both  bills  were  dropped  in  the  hopper  recently. 

This  measure  provides  the  optimum  of  relief  and  would  most  fully 
balance  the  inequities  caused  by  the  Federal  Aviation  Agency 
regulation. 

We  take  the  position  that  but  for  the  aforementioned  regulation, 
the  individual  would  have  continued  contributing,  and  thus  receive 
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greater  benefit.  Even  in  this  case,  the  individual  may  be  short- 
changed in  that  the  maximum  base  rates  may  change  during  the 
period  between  retirement  and  the  65-year  age  limit. 

Attached  also  to  this  statement  is  table  D,  the  number  of  pilots 
who  will  be  retiring  in  the  future.  These  figures  are  based  on  the  best 
information  available  from  the  home  office.  Projected  to  1980,  this 
table  shows  that  approximately  225  pilots  will  be  retiring  in  that  par- 
ticular year. 

We  will  be  pleased  to  furnish  the  chairman  and  each  member  of 
the  committee  copies  of  these  two  additional  measures  as  soon  as 
they  have  been  introduced. 

We  again  want  to  thank  the  chairman  and  members  of  the  com- 
mittee for  the  precious  time  that  they  have  given  to  hear  us  in  this 
matter  and  for  their  interest  in  our  position.  We  stand  ready,  Mr. 
Chairman,  to  answer  any  question  that  you  or  individual  members 
of  the  committee  may  have. 

Mr.  Ullman.  Thank  you  very  much,  Captain  Nichols. 

Without  objection,  the  material  attached  to  your  statement  will  be 
included  in  the  record  at  this  point. 

(The  attachments  referred  to  follow :) 

Statement  of  Donald  H.  Nichols,  Regional  Vice  President  Air  Line  Pilots 

Association 

Mr.  Chairman,  my  name  is  Donald  H.  Nichols,  and  I  am  Regional  Vice  Presi- 
dent of  the  Air  Line  Pilots  Association  and  want  to  take  this  opportunity  to 
thank  you  and  the  members  of  the  Committee  for  giving  us  this  opportunity  to 
present  our  problem  to  you  during  the  course  of  your  deliberations  on  the  exten- 
sions of  the  Social  Security  Act.  We  will  be  as  brief  as  possible  in  our  presen- 
tation. 

On  December  1,  1959,  the  then  Administrator  of  the  Federal  Aviation  Agency 
promulgated  a  regulation  providing:  "No  individual  who  has  reached  his  60th 
birthday  shall  be  utilized  or  serve  as  a  pilot  on  any  aircraft  while  engaged  in  air 
carrier  operations."  The  above  regulation  became  effective  March  15,  1960. 
The  Air  Line  Pilots  Association  and  the  individual  airmen  affected  opposed  the 
adoption  of  this  rule  under  the  limited  means  available  within  the  administrative 
procedures  and  subsequently  in  the  courts.  These  efforts  were  in  vain  and  the 
regulation  become  an  enforceable  rule  on  the  date  above  stated.  Since  March 
15,  1960,  therefore,  the  Air  Transport  Companies  in  the  United  States  have  not 
utilized  any  member  of  an  operating  crew  after  he  has  reached  his  60th  birthday. 

We  believe,  briefly,  that  if  the  Federal  Government  requires  retirement  at  age 
60,  then  the  Social  Security  program  of  the  Federal  Government  should  be  ad- 
justed to  provide  full  benefits  at  age  60  for  those  people  affected.  We  do  not 
limit  this  plea  to  just  members  of  our  group,  though  as  far  as  we  have  been  able 
to  determine,  we  are  the  only  group  outside  of  Federal  employees  affected  by 
Federal  rule.  We  understand  that  there  are  some  state  and  municipal  law  en- 
forcement agencies  whose  personnel  face  retirement  prior  to  age  65,  but  how 
many  people  are  so  affected  and  how  many  of  these  participate  in  the  Federal 
Sociay  Security  program,  we  do  not  know.  We  have  been  given  to  understand 
that  certain  employees  of  the  C.I.A.  are  required  to  retire  prior  to  age  65  and 
that  appropriate  redress  has  been  made  for  these  people  under  the  Federal  Em- 
ployees Retirement  System.   Social  Security  is  not  involved  in  this  instance. 

The  actual  loss  to  the  individual  is  difficult  to  compute  as  the  end  result  is 
affected  by  many  variables.  The  maximum  table  base  has  increased  over  the 
years,  and  the  employees  number  of  years  paying  the  maximum  base  will  vary. 
We  do  know  that  every  time  the  maximum  table  base  is  extended,  our  people  will 
suffer  all  the  more,  as  they  lose  the  last  five  years  of  contributions  and  thus 
further  reduced  benefits.  (Please  see  attachment  from  one  of  our  retired  pilots 
marked  "A").  Each  case  must  be  figured  individually,  but  we  believe  that  any 
reduction  is  unjust. 
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Some  people  have  observed  that  the  retirement  programs  should  be  adjusted  to 
cover  the  financial  loss  in  these  cases,  while  others  have  noted  that  with  the 
abundant  retirement  to  the  individual  in  the  cases  at  hand,  he  doesn't  need  the 
money  and  that  there  are  other,  more  deserving  individuals.  In  answer  to 
the  first  proposition,  let  us  state  that,  first,  we  do  not  believe  that  it  should  fall 
the  lot  of  private  enterprise  to  take  up  the  slack  in  a  Federal  program  under 
one  department  when  the  inequity  was  caused  by  a  regulation  promulgated 
by  another  agency  of  the  same  Federal  Government.  The  employer  has  already 
contributed  over  the  years  to  this  federal  program.  We  don't  believe  he  should 
contribute  more  where  the  inequity  arises  through  no  fault  of  his.  As  to  the 
second  proposition,  be  advised  that  the  Air  Transport  Industry  is  comparitively 
young,  as  are  their  benefit  programs.  The  pilot  retiring  today  is  doing  so  at 
a  figure  somewhere  between  $250  and  $300  per  month.  ( See  Attachment  marked 
"B".)  We  hardly  believe  that  this  constitutes  such  a  staggering  amount  that 
his  voice  should  be  ignored.  This  benefit  amount  is  still  reduced  and  out  of 
proportion  to  his  contributions.  We  also  want  to  note  that  several  of  the  pension 
plans  are  still  tied  to  Social  Security  and  the  benefit  amount  from  the  plan  is 
reduced  by  the  amount  paid  by  Social  Security  when  it  starts  at  age  65. 

We  would  like  to  draw  the  Committee's  attention  to  H.R.  7006  which  would 
provide  five  additional  dropout  years  in  computing  the  Social  Security  benefits  in 
the  case  of  the  individual  who  is  forced  to  retire  prior  to  age  65  by  Federal 
statute,  rule  or  regulation.  This  measure  would  afford  some  degree  of  relief 
but  we  do  not  believe  to  the  extent  necessary  to  sufficiently  balance  the  in- 
equities. 

The  Committee  will  shortly  have  before  it  two  additional  bills  for  their  con- 
sideration. In  this  area,  one  bill  will  provide  that  when  a  person  is  forced  into 
retirement  by  Federal  statute  or  regulation  prior  to  age  65,  he  will  be  given 
the  right  to  make  further  contribution  into  the  Social  Security  Plan  for  that 
period  of  time  between  his  retirement  age  and  age  65  as  though  he  were  self- 
employed.  We  might  note  here  that  provision  was  made  in  1951  for  self-em- 
ployed, except  farmers,  in  1955 — farmers  self-employed,  in  1956 — lawyers,  den- 
lists,  osteopaths,  and  veterinarians,  in  1961 — Peace  Corps  volunteers  and  resi- 
dents of  Guam,  in  1965 — doctors  of  medicine,  in  1966 — hospital  interns.  Special 
legislation  in  this  area,  therefore,  is  nothing  new  and  we  believe  that  a  provision 
permitting  such  voluntary  participation  would  go  a  long  way  toward  adequate 
redress  for  the  people  concerned.  (We  submit  the  letter  of  a  retired  pilot  at- 
tached and  marked  "C".)  The  other  bill  to  which  we  refer  above  will  provide 
for  retirement  at  age  60  with  the  same  benefits  as  if  the  individual  had  con- 
tinued employment  until  age  65  at  the  same  rate  of  pay  he  was  earning  at  the 
time  of  forced  retirement.  This  measure  provides  the  optimum  of  relief  and 
would  most  fully  balance  the  inequities  caused  by  the  Federal  Aviation  Agency 
regulation.  We  take  the  position  that  but  for  the  aforementioned  regulation, 
the  individual  would  have  continued  contributing,  and  thus  receive  greater  bene- 
fit. Even  in  this  case,  the  individual  may  be  short  changed  in  that  the  maximum 
base  rates  may  change  during  the  period  between  retirement  and  the  65  year 
age  limit.  (Attached  hereto  and  marked  "D"  is  a  table  of  the  number  of  pilots 
who  will  be  retiring  in  the  future.  These  figures  are  based  on  best  information 
available  from  the  Home  Office. ) 

We  will  be  pleased  to  furnish  the  Chairman  and  each  member  of  the  Committee 
copies  of  these  two  additional  measures  as  soon  as  same  have  been  introduced. 

We  again  want  to  thank  the  Chairman  and  members  of  the  Committee  for 
the  precious  time  that  they  have  given  to  hear  us  in  this  matter  and  for  their 
interest  in  our  position.  We  stand  ready,  Mr.  Chairman,  to  answer  any  ques- 
tion that  you  or  individual  members  of  the  Committee  may  have. 

Exhibit  A 

Vista,  Calif.,  March  1,  1967. 

Mr.  James  E.  Meals, 

Director,  Governmental  and  Legislative  Affairs, 
Air  Line  Pilots  Association,  Washington,  D.C. 

Dear  Mr.  Meals  :  Excuse  my  seeming  delay,  but  wanted  to  check  with  the  very 
co-operative  Social  Security  Office  in  Oceanside,  Calif. 
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I  have  prepared  a  chart  that  I  hope  will  illustrate  what  takes  place  to  a  pilot 
when  he  terminates  his  earnings  at  age  60. 

While  there  is  a  five  year  lapse  it  only  refers  to  whether  or  not  you  are  eligible 
or  not,  and  does  not  include  loss  of  earnings  for  those  five  years. 

Just  heard  the  President  on  TV  today  explain  what  he  has  in  mind  for  Social 
Security. 

I  just  placed  a  call  for  you,  as  I  wanted  to  explain  in  part  the  chart  I  pre- 
pared. 

Sincerely, 

Robert  J.  Rentz. 

Chart  of  social  security  benefits 
[All  figures  assume  as  of  Jan.  1  starting] 


Year  born 

Years  to  com- 
pute base 

Worked  until 
age  60;  benefit 
taken  age  62 

Benefit  taken 
age  65 

Maximum 
benefit 

1898    

7 
9 
10 
11 
12 
13 
14 
15 
16 

95.10 
98.  50 
99.40 
100. 20 
101. 10 
101. 10 

102.  00 

103.  60 
103. 60 

118. 80 
123. 10 
124. 20 
125. 20 
126. 30 
126. 30 
127. 40 
129.  50 
129.  50 

127. 00 
127. 00 
127. 00 
127.00 
127.00 
127. 00 
168.00 
168.00 
168.  00 

1900  :  

1901  

1902  

1903  

1904  

1905  

1906  :  

1907    

Note.— Figures  secured  from  social  security  office,  Oceanside,  Calif,  and  the  Tax  Foundation,  50 
Rockefeller  Plaza,  New  York,  N.Y.,  "Economic  Aspects  of  the  Social  Security  Tax." 


With  Current  changes  in  Social  Security  now  being  considered  did  not  project 
this  beyond  1967,  however  as  noted  in  those  born  in  1906  &  1907  there  is  not  an 
increase,  in  fact  in  some  case  there  can  be  a  reduction,  as  the  rule  of  years  to 
complete  base  increase. 

Benefits  to  wives,  when  both  are  age  sixty  five  and  have  worked  until  age 
sixty  five,  the  wife  benefit  should  run  fifty  percent  of  the  basic  benefit,  subject 
to  reduction  if  taken  prior  to  age  sixty  five. 

It  is  rather  interesting  to  note  how  these  figures  are  computed,  you  add  up 
the  years  at  which  3000  was  the  maximum  as  follows,  using  the  1951  Starting 
Date  which  is  the  best. 

Maximum  tax  rate 

1950  3,000 

1951   3,600 

1953   3,600 

1954   3,  600 

1955   4,200 

1956   4,200 

1957   4,200 

1958   4,  200 

1959   4,800 

1960   4,  800 

1961  4,800 

1963  4,800 

1965   4,800 

1966  6,600 

1967   6,600 

Congress  now  in  the  process  of  adjusting. 

Another  twist  can  happen  is  when  a  person  has  paid  in  more  money,  but  will 
receive  less  unless  his  years  to  complete  the  base  are  met. 

In  the  Social  Security  offices,  they  add  up  the  credit  years,  and  have  a  com- 
puted factor  that  they  arrive  at  after  adding  up  the  credit  years  at  each  of  the 
several  tax  rates,  kind  of  like  a  book  of,  logarithms,  that  are  figured  for  each 
year  as  well  as  each  month  of  the  year. 
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Exhibit  B 

Vista,  Calif.,  November  23, 1966. 

Mr.  Charles  Ruby 

President,  Airline  Pilots  Association, 

Chicago,  III. 

Dear  Charley  :  Its  that  time  of  the  year  again,  find  my  check  for  Retired  Dues 
for  1967.  Interesting  clipping  about  both  major  parties,  having  effort  to  adjust 
Social  Security,  think  this  is  the  time  to  make  known  the  injustice  to  Airline 
Pilots  who  are  forced  to  forego  Social  Security  credits  age  60  to  65,  by  what  an 
appointee,  received  a  reward  for. 

It  appears  that  a  pilot  and  his  wife  at  age  65  stand  to  lose  about  a  hundred 
a  month  in  reduced  Social  Security  benefits,  I  realize  that  one  member  of  the 
Congress  stated  that  they  were  not  too  interested  when  retirement  was  in  excess 
of  $600.00  per  month.  Pilots  in  My  Status  receive  $282.00  and  I  contributed  over 
$14,000.00,  many  other  receive  as  low  as  $70.00  per  month  for  twenty  or  more 
years  and  one  I  know  received  $37.50. 
Sincerely, 

Bob  Rentz. 

Capt.  A.  J.  Anderson. 

Dear  Jim  :  The  Clipping  referred  to  the  stand  by  G.O.P.  raising  the  individual 
to  $168.00  and  Family  to  $368.00  in  San  Diego  Union  Wed.  Nov.  23rd  1966. 

Clipping  referred  to  was  The  Allen- Scott  Report. 
Sincerely, 

Bob  Rentz. 


Exhibit  C 

Vista,  Calif.,  January  25, 1967. 

Mr.  James  E.  Meals, 

Director,  Governmental  and  Legislative  Affairs, 

Air  Line  Pilots  Association, 

National  Press  Building,  Washington,  D.C. 

Dear  Mr.  Meals  :  So  happy  to  have  your  letter  of  Jan.  20,  and  to  know  that 
the  Federal  Register  I  sent  is  of  value. 

Reference  is  made  to  Under  Secretary  Cohen's  remarks,  about  full  payment 
at  age  sixty,  what  we  are  requesting  is  the  RIGHT  to  pay  into  the  plan  age  sixty 
to  age  sixty  five  as  a  self  employed,  then  receive  the  maximum  benefits,  in  as 
much  as  a  Federal  Edict  terminated  our  employment  at  age  sixty. 


Below  is  the  OASDHI  tax  rates  and  bases 


Maximum 

Combined 

Self- 

Combined 

Self- 

taxable  base 

rate 

employed 

tax 

employed 

1960-61..   

4, 800 

6.0 

4.5 

$288.00 

$216.00 

1962...   

4,800 

6. 25 

4.7 

300.00 

226.00 

1963-65   

4, 800 
6, 600 

7.25 

5.4 

348.00 

259.00 

1966    

8.4 

6. 15 

554.00 

406.00 

1967-68  

6, 600 

8.8 

6.4 

581.00 

422.00 

1969-72    

6, 600 

9.8 

7.1 

647.00 

469.00 

1973-75   

6, 600 

10.8 

7.55 

713.00 

498.00 

Using  myself  as  an  example,  my  earnings  were  terminated  at  age  62,  in  1960, 
if  I  had  the  right  to  pay  as  self-employed : 

1961,  the  amount  of  $216.  00 

1962,  the  amount  of   226.00 

1963,  the  amount  of   259.  00 

Total  $701.00 
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Today  Mrs.  Rentz  and  myself  would  receive  combined  Social  Security  of 
$186.70,  instead  of  the  $177.60  per  month,  both  figures  prior  to  the  Medicare 
deduction  of  $6.00  in  each  case.  In  fact  our  advantage  is  very  minor  compared 
with  those  that  have  received  the  $6,600  base.  Their  basic  is  $168.00  per  month 
and  those  that  have  taken  at  age  62,  with  no  credits  age  61  &  62,  today  received 
about  $101.20.  When  their  wife  is  added  the  total  amount  is  about  $150.00  per 
month,  but  the  maximum  for  a  couple  is  $252.00  per  month  if  taken  at  age  65. 

It  is  noted  that  special  laws  were  passed  as  follows  1951.  Self  employed  except 
farmers,  1955  farm  self  employed,  1956  lawyers,  dentists,  osteopaths,  veterinari- 
ans, 1961  Peace  Corps  volunteers,  residents  of  Guam.  1965  doctors  of  medicine, 
1966  hospital  interns,  so  special  regulations  are  not  a  new  departure. 

I  have  suggested  a  deferred  type  of  pay  age  60  to  65,  be  a  part  of  the  contracts. 
Yours, 

R.  J.  Rentz. 


Exhibit  D 

Number  of  pilots  retiring 1 — ALP  A  active  membership  2 


Number 

Year  of  retirement :  °f  pilots 

1967   .   72 

1968    99 

1969  116 

1970   116 

1971   156 

1972   171 


1  Retirement  far  maximum  age  only. 

2  Membership  as  of  Mar.  10,  1966. 

Mr.  Nichols.  Thank  you. 

Mr.  Ullman.  Are  there  any  questions  ? 

Mrs.  Griffiths.  I  would  like  to  ask  a  question. 

Mr.  Ullman.  Mrs.  Griffiths. 

Mrs.  Griffiths.  I  would  like  to  ask  you,  Mr.  Nichols,  about  the 
pension  systems  that  have  been  set  up  by  the  airlines.  How  long  have 
the  pension  systems  been  in  existence  % 

Mr.  Nichols.  A  few  of  them  have  been  in,  one  to  be  exact  that  I  know 
of — United's — has  been  in  existence  approximately  25  years.  Many 
of  them  came  into  existence  in  1955  and  have  only  been  in  existence  a 
very  short  time. 

The  average  pensions  for  pilots  has  been  in  existence  a  very  short 
time.  This  is  the  reason  why  the  average  pilot  pension  at  this  time  is 
in  the  vicinity  of  $250  or  $300. 

Mrs.  Griffiths.  Are  deductions  made  for  the  stewardesses  in  the 
pension  system  ? 

Mr.  Nichols.  The  girls  can  get  in  the  pension  systems. 

Mrs.  Griffiths.  Deductions  are  made  for  them  ? 

Mr.  Nichols.  Yes. 

Mrs.  Grifiths.  If  they  have  to  quit  when  they  marry  or  quit  at  32, 
then  how  do  the  girls  get  a  pension  ?  Do  the  pension  rates  vest  before 
they  are  32  years  of  age  ? 

Mr.  Meals.  They  only  vest  it  if  the  young  ladies  have  been  in  the  em- 
ployment of  the  company  for  the  minimum  period  of  years  qualified 
for  the  vesting  privilege  which  is  usually  10  years. 

Mrs.  Griffiths.  You  mean  it  might  vest  it  in  1  year  ? 

Mr.  Meals.  In  10  years,  after  continued  employment  and  participa- 
tion in  the  plan  for  10  years.  This  is  the  normal  provision.  They 
would  not  have  vested  had  the  young  lady  not  participated  for  that 
length  of  time. 
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Mrs.  Griffiths.  Is  it  a  contributory  pension  or  is  it  all  management 
deducted? 

Mr.  Meals.  For  the  most  part,  management. 

Mrs.  Griffiths.  What  is  the  turnover  in  the  other  personnel  in  the 
airlines ;  that  is,  with  pilots,  machinists,  and  so  on  ? 

Mr.  Nichols.  I  would  say  that  the  turnover  of  pilots  would  probably 
be  the  lowest  of  any  individual  group  in  the  airline. 

Mrs.  Griffiths.*  Machinists  are  pretty  low,  too  ? 

Mr.  Nichols.  Yes,  they  are.  I  am  quite  sure  that  the  pilots  would 
be  about  as  low  as  any  other  group. 

Mrs.  Griffiths.  The  pilots  are  really  paid  quite  well  ?   Are  they  ? 

Mr.  Nichols.  Yes. 

Mrs.  Griffiths.  I  have  some  real  sympathy  with  your  situation.  I 
think  particularly  that  the  5-year  delay  which  cuts  down  on  the 
amount  you  will  draw  is  really  very  bad.  I  have  lots  of  criticism  of  the 
employment  policy  of  an  airline  as  to  stewardesses.  I  think  it  is  un: 
conscionable  that  they  have  an  employment  policy  that  forces  those 
girls  either  to  retire  because  of  marriage  or  because  of  age.  I  have  a 
strong  suspicion  that  the  real  secret  is  because  of  the  pension  system 
and  other  fringe  benefits. 

If  they  have  a  constant  employment  the  best  chance  they  have  to 
increase  those  pensions  for  other  people  is  to  get  it  through  the  stew- 
ardesses. 

I  have  asked  Mr.  Cohen  to  check  the  whole  thing  and  along  with  the 
thing  I  hope  we  can  do  for  you  I  am  going  to  see  to  it  that  there  are 
no  more  stewardess  deductions  made  into  a  pension  fund. 

Thank  you  very  much. 

Mr.  Ullman.  Are  there  any  other  questions  ? 

Thank  you  very  much,  Captain  Nichols.  We  appreciate  very  much 
your  testimony. 

Thank  you,  Mr.  Meals. 

Mr.  Nichols.  Thank  you,  Mr.  Chairman. 

Mr.  Ullman.  Captain  O'Connell  will  you  please  identify  yourself 
and  proceed  as  you  wish. 

STATEMENT  BY  NICHOLAS  J.  O'CONNELL,  JR.,  PRESIDENT,  ALLIED 
PILOTS  ASSOCIATION 

Mr.  O'Connell.  Mr.  Chairman,  honorable  members  of  the  com- 
mittee :  The  members  of  my  organization  and  I  personally  appreciate 
your  courtesy  in  allowing  me  to  come  here  today.  My  name  is  Nicho- 
las, J.  O'Connell,  Jr.,  and  I  am  the  president  of  the  Allied  Pilots 
Association,  the  certified  bargaining  representative  of  some  3,000 
pilots  in  the  employ  of  American  Airlines.  I  might  note  that  this 
group  constitutes  approximately  15  percent  of  the  commercial  air- 
line pilots  in  the  Nation. 

Fortunately,  the  issues  that  are  now  before  this  committee  do 
not  present  any  matter  upon  which  there  is  a  conflict  of  opinion 
among  the  organizations  representing  airline  pilots.  Indeed,  at  least 
one  of  the  reasons  for  my  appearance  here  today  is  to  forcibly  and 
visibly  demonstrate  to  you  the  common  concern  which  is  shared  by 
all  of  those  who  have  an  interest  in  the  flying  profession.  However, 
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it  is  my  feeling  that  the  pilots  in  our  association  have  a  special  stand- 
ing to  plead  that  common  cause. 

The  suggestions  we  have  for  corrective  legislation  stem  from  the 
fact  that  the  Federal  Government,  through  its  agencies,  has  adopted 
regulations  which  prevent  a  pilot  from  pursuing  his  professional 
career  past  the  age  of  60.  The  pilots  at  American  Airlines  took 
the  lead  and  fought  long  and  hard  to  prevent  the  adoption  of  a 
regulation  which  we  believed  and  still  believe  is  unfair  and  unsound. 
In  particular,  I  want  to  emphasize  to  this  distinguished  committee 
the  fact  that  this  regulation  cuts  off  a  man's  professional  career  re- 
gardless of  his  individual  physical  capacity.  I  appreciate  the  fact 
that  this  committee  is  not  the  place  for  me  to  reargue  the  inequity 
of  this  compulsory  retirement  regulation.  However,  in  a  time  when 
the  emphasis  of  our  society  and  our  laws  is  upon  treating  the  in- 
dividual on  his  own  personal  merit,  it  does  seem  ironic  that  a  Federal 
regulation  should  be  in  force  which  makes  a  blanket  condemnation 
of  an  entire  group  and  wholly  disregards  individual  considerations.. 

All  of  us  in  our  profession  must  face  the  reality  of  this  compulsory 
retirement  regulation.  While  it  exists,  we  must  recognize  the  fact 
that  we  will  be  unemployable  during  a  5 -year  period  when  most  of 
our  fellow  Americans  are  enjoying  their  peak  earnings  and  greatest 
professional  rewards.  As  this  committee  may  be  aware,  the  principles 
of  seniority  are  fundamental  to  promotion  and  earnings  in  the  air- 
line industry,  and  consequently,  the  loss  of  earnings  during  our 
most  senior  years  is  a  very  heavy  one  indeed.  I  am  sure  the  com- 
mittee will  also  quickly  realize  that  a  man  who  is  forced  to  retire 
from  his  profession  as  a  commercial  airline  pilot  at  the  age  of  60 
can  scarcely  train  himself  for  a  new  career,  and  will  find  it  virtually 
impossible  to  find  alternate  employment  suitable  to  his  skills,  train- 
ing, and  background. 

In  conjunction  with  the  federally  required  compulsory  retirement, 
the  committee  should  also  consider  the  fact  that  our  members,  during 
their  years  of  gainful  employment,  pay  the  full  contributions  required 
by  the  social  security  laws.  Those  laws  presently  contemplate  that  a 
man  should  be  entitled  to  the  full  benefits  of  the  program  at  his  nor- 
mal retirement  age  of  65.  However,  another  Federal  program,  pre- 
sumably designed  to  serve  other  purposes  of  the  Federal  Government 
decrees  that  members  of  our  profession  may  not  work  until  the  age  of 
65.  Certainly,  the  same  considerations  which  prompted  Congress  to 
provide  benefits  at  the  normal  retirement  age  of  65  would  also  be 
applicable  to  the  man  who  is  forced,  through  no  fault  of  his  own,  but 
pursuant  to  a  Federal  program,  to  retire  at  an  earlier  age.  To  put  it 
very  briefly,  there  is  no  reason  why  the  individual  should  have  to  suf- 
fer a  deferral  or  reduction  of  his  Federal  social  security  benefits  where 
his  retirement  is  pursuant  to  another  Federal  law  or  regulation. 

The  suggestion  I  am  making  is  not  novel  or  unique  within  the  frame- 
work of  the  social  security  laws.  As  I  understand  those  laws  today, 
they  provide  that  under  most  circumstances  a  disabled  individual  is 
entitled  to  receive  the  same  benefits  he  would  have  gotten  if  he  re- 
tired at  age  65.  As  I  have  explained  to  the  committee,  there  is  little 
question  but  that  a  member  of  our  association  at  age  60  is  wholly  dis- 
abled from  pursuing  his  normal  profession  and  career  and,  as  a  practi- 
cal matter,  disabled  from  following  other  forms  of  employment. 
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The  remedy  for  the  inequities  I  have  outlined  would  seem  to  be 
plain.  On  behalf  of  our  association.  I  would  suggest  that,  in  review- 
ing possible  revisions  to  the  social  security  laws,  this  committee  rec- 
ommend and  support  legislation  which  would  provide  that  full  social 
security  benefits  be  payable  at  the  actual  time  of  his  retirement  to  any 
individual  who  is  forced  by  Federal  law,  rule,  or  regulation  to  retire 
from  his  normal  occupation  prior  to  the  age  of  65,  and  that  for  the  pur- 
poses of  the  social  security  laws  such  earlier  retirement  date  be  consid- 
ered the  individual's  normal  retirement  date. 

I  again  want  to  thank  the  committee  for  its  courtesy  and  attention. 

Are  there  any  questions  ? 

Mr.  Ullman.  Thank  you  Mr.  O'Connell  for  your  very  fine  state- 
ment.. 

Mr.  O'Connell.  Thank  you,  sir.  It  was  a  pleasure  to  appear  before 
your  committee. 

Mr.  Ullman.  Dr.  Guttermacher,  will  you  identify  yourself  and  your 
associates  for  us,  please  ?  Your  statement  in  its  entirety  will  appear  in 
the  record. 

STATEMENTS  OF  DR.  ALAN  F.  GUTTERMACHER,  PRESIDENT,  AND 
DR.  JOSEPH  BEASLEY,  MEMBER  OF  THE  BOARD,  PLANNED 
PARENTHOOD-WORLD  POPULATION;  ACCOMPANIED  BY  FRED- 
ERICK S.  JAFFE,  VICE  PRESIDENT 

Dr.  Guttermacher.  Thank  you  very  much. 

I  am  Dr.  Alan  F.  Guttermacher.  On  my  left  is  Mr.  Frederick  J affe 
who  is  vice  president  of  our  organization.  On  my  right  is  Dr.  Joseph 
Beasley  who  is  a  member  of  the  board  and  also  is  associate  professor  of 
pediatrics,  and  director  of  the  maternal  and  child  health  program  for 
Tulane  University  School  of  Medicine. 

I  am  an  obstetrician  and  gynecologist  of  45  years  experience  and 
therefore  my  interest  is  primarily  in  the  provisions  of  the  Social 
Security  Act  which  relate  to  maternal  and  child  health. 

Planned  Parenthood- World  Population  is  a  national  federation  of 
150  local  groups  which  under  medical  supervision  provide  family 
planning  services  to  approximately  300,000  women  of  low  income. 

In  addition,  our  centers  provide  cancer  detection  tests  and  other 
health  measures.  Our  patients  similar  to  the  population  which  the 
maternal  and  child  health  program  and  the  maternity  and  infant  care 
projects  are  intended  to  reach. 

Until  very  recently  our  centers  provided  the  main — in  most  com- 
munities the  only — organized  facilities  through  which  impoverished 
f  amiles  could  obtain  competent  help  in  spacing  or  limiting  their  num- 
ber of  children. 

In  the  past  few  years,  a  remarkable  shift  has  occured.  Americans 
in  all  walks  of  life  and  all  religious  affiliations  approve  the  principles 
of  family  planning  and  support  freedom  of  choice  by  individual  fami- 
lies in  the  matters  of  family  size  and  child  spacing. 

Freedom  of  choice  in  these  two  areas  exists  only  when  the  necessary 
medical  services  provided  enables  a  family  to  carry  out  its  childbear- 
ing  desires.    State  and  local  public  agencies,  as  well  as  the  maternal 
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and  child  health  program  and  the  maternity  and  infant  care  projects, 
have  finally  begun  to  assume  some  responsibility  for  the  provision  of 
family  planning  services,  a  service  far  too  long  denied  but  sorely 
needed  by  medically  indigent  parents. 

In  the  maternity  and  infant  care  projects,  22,000  patients  or  approx- 
imately 60  percent  of  the  total  delivered  during  the  first  6  months  of 
this  fiscal  year  requested  family  planning.  Since  relatively  little 
attention  is  devoted  to  this  high  utilization  figure  attests  to  the  eager 
response  and  desire  by  low-income  patients  for  family  planning 
services. 

It  is  quite  significant  that  some  of  the  large  maternal  and  infant  care 
care  programs  which  have  been  in  existence  for  2  years  such  as  in 
Baltimore,  in  New  York,  and  in  Chicago,  appear  to  have  reversed 
the  recent  frightening  trend  toward  increased  infant  mortality. 

In  Chicago,  for  example,  among  14,380  infants  born  in  census  tracts 
served  by  the  program  in  1965,  the  infant  mortality  rate  was  34.5 
per  1,000  live  births  while  in  similar  low  income  census  tracts  not  in- 
cluded in  the  program,  was  still  high,  57.5. 

It  can  also  be  anticipated  that  birth  rates  in  low  income  areas  will 
be  reduced  as  these  programs  enroll  more  sizable  populations  and  the 
patients  are  offered  and  use  birth  control  techniques  to  achieve  desired 
family  size. 

We  welcome  the  proposed  changes  in  the  current  authorization  for 
maternity  and  infant  care  projects.  These  changes,  particularly  those 
which  add  the  reduction  of  infant  and  maternal  mortality  to  its  pur- 
pose, make  the  program  more  flexible  and  adaptable  to  local  condi- 
tions. 

Grants  would  no  longer  be  limited  to  State  health  departments  but 
could  be  made  directly  to  such  local  health  agencies  as  hospitals.  Pro- 
ject funds  could  be  used  to  provide  hospital  maternity  care  for  women 
who  are  poor  but  who  do  not  have  a  current  complication  of  preg- 
nancy, and  could  provide  care  for  women  between  pregnancies. 

Family  planning  services  could  be  provided  to  women  who  have 
had  a  series  of  pregnancies  close  together  and  who  suffer  from  fatigue, 
anemia,  rundown  health  and  other  complications.  We,  therefore,  ap- 
plaud all  the  proposed  changes  contained  in  section  303. 

However,  we  wish  to  point  out  that  the  increase  in  authorization 
from  $30  million  to  $35  million  for  fiscal  1968  will  permit  only  the 
continuation  of  the  53  projects  currently  funded. 

The  rapidly  rising  cost  of  medical  care  and  more  particularly  of 
hospital  care,  plus  a  small  addition  in  enrollment  will  absorb  the  pro- 
posed increase  of  $5  million.  The  maternity  and  infant  care  projects 
are  magnificent  programs  which  should  be  enlarged  to  serve  addition- 
al communities. 

I  believe  that  the  authorization  for  this  program  should  be  in- 
creased to  perhaps  $40  million  for  fiscal  1968  and  to  additional  amounts 
as  needed  in  the  years  thereafter. 

I  also  urge  that  consideration  be  given  to  the  authorization  of  at 
least  $5  million  in  additional  maternity  and  infant  care  funds  for  the 
specific  purpose  of  expanding  family  planning  above  the  current  be- 
ginning levels. 
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The  1965  amendments  to  the  Social  Security  Act  require  the  States 
to  make  maternal  and  child  health  services  available  in  all  parts  of 
each  State  by  1975.  This  means  extension  into  many  additional  rural 
counties  stili  without  any  services  or  with  only  rudimentary  services 
and  to  some  cities. 

This  inevitably  will  add  to  the  cost  of  the  program.  A  number  of 
States  and  localities  are  attempting  to  add  family  planning  services 
to  their  current  maternal  and  child  health  programs.  Although  some 
progress  has  been  made,  lack  of  funds  has  impaired  major  efforts  in 
most  States. 

It  should  not  and  cannot  be  expected  that  resources  already  al- 
located to  urgently  needed  programs  of  prenatal  and  well-baby  care 
be  diverted  to  finance  a  new  health  service  no  matter  how  admirable. 

The  need  for  additional  funds  in  the  maternal  care  health  program 
for  family  planning  services  has  been  expressed  by  Health,  Education, 
and  Welfare  regional  conferences  on  family  planning  and  fully  docu- 
mented in  the  replies  from  each  State  submitted  last  year  to  Senator 
Gruening's  subcommittee. 

Let  me  cite  three  brief  examples:  In  California,  the  government 
population  study  commission  in  December  estimated  that  an  addi- 
tional $7  million  to  $8  million  will  be  needed  to  finance  family  planning 
services  for  the  medically  indigent  families  and  declared: 

The  overriding  lack  of  adequate  funding,  even  where  public  and  private 
agencies  pool  their  resources,  severely  limits  the  extent  of  services. 

In  Florida,  a  report  last  month  by  Representative  Ray  Mattox, 
chairman  of  the  Public  Welfare  Committee  of  the  Florida  House 
of  Representatives,  estimated  that  local  health  departments  presently 
serve  only  10  percent  of  those  who  need  family  planning  and  called 
for  an  appropriation  of  significant  additional  funds  by  both  State 
and  Federal  Governments  to  expand  the  service. 

In  Ohio,  the  State  department  of  health  flatly  claims  that  "until 
funds  specifically  designated  for  family  planning  are  available,  it 
will  not  be  possible  for  such  a  program  to  be  put  into  operation  in 
our  State." 

From  the  point  of  view  of  infant  survival,  health,  and  normalcy, 
an  interval  of  2  years  between  pregnancies  is  optimal.  A  recent  com- 
parative study  made  by  the  Public  Health  Service  rated  the  intro- 
duction of  family  planning  services  as  the  top  priority  item  among 
different  programs  designed  to  reduce  infant  mortality. 

The  study  analyzed  the  costs  and  likely  benefits  of  various  measures 
to  reduce  infant  mortality.  It  concluded  that  a  major  program  funded 
at  approximately  $90  million  to  extend  modern  family  planning  serv- 
ices to  the  more  than  4  million  low-income  women  who  do  not  cur- 
rently have  access  to  this  form  of  medical  care  would  be  the  single 
most  cost-effective  program. 

In  this  difficult  budget  year  I  recognize  that  this  sum  cannot  be 
authorized  but  we  can  make  a  start.  I  urge  that  serious  considera- 
tion be  given  to  a  substantial  increase  in  the  total  authorization  for 
the  maternal  and  child  health  program  and  that  within  this  increase 
a  sum  of  $10  million  be  allocated  specifically  to  enable  the  States 
to  add  to  current  expenditures  for  expansion  of  the  network  of  family 
planning  services. 


1504  SOCIAL  SECURITY  AMENDMENTS  OF  1967 


In  summary,  I  believe  that  the  proposed  amendments  to  the  ma- 
ternity and  infant  care  program  are  sound  and  much  needed  and  its 
authorization  should  be  further  increased  by  a  minimum  of  $10  mil- 
lion, including  at  least  $5  million  specifically  allocated  for  family 
planning. 

At  the  same  time,  the  maternal  and  child  health  program  should 
also  be  expanded  and  should  include  a  specific  authorization  of  $10 
million  for  family  planning  services. 

These  steps  in  my  opinion  would  greatly  add  to  the  reduction  of 
infant  and  maternal  mortality  as  well  as  infant  and  maternal  health 
and  well-being. 

Thank  you  sir,  very  much. 

Mr.  Ullman.  Dr.  Guttmacher,  do  you  want  your  complete  state- 
ment to  appear  in  the  record  in  its  entirety  ? 
Dr.  Guttmacher.  Yes. 

Mr.  Ullman.  It  will  appear  in  its  entirety  as  if  read. 
(The  statement  referred  to  follows:) 

Statement  of  Alan  F.  Guttmacher,  M.D.,  President,  Planned  Parenthood- 
World  Population 

Mr.  Mills,  members  of  the  Ways  and  Means  Committee,  I  am  Alan  F.  Gutt- 
macher, President  of  Planned  Parenthood-World  Population,  an  obstetrician- 
gynecologist  of  45  years'  experience.  My  interest,  and  that  of  my  organization, 
is  directed  primarily  to  the  provisions  of  the  Social  Security  Act  which  relate 
to  maternal  and  child  health. 

Planned  Parenthood- World  Population  is  a  national  Federation  of  150  local 
groups  which  under  medical  supervision,  provide  family  planning  services  to 
approximately  300,000  women  of  low  income.  In  addition  to  the  medical  services 
directly  associated  with  child  spacing,  our  Centers  routinely  provide  cancer 
detection  tests  and  other  health  measures.  Our  patients  are  roughly  similar 
to  the  population  which  the  Maternal  and  Child  Health  Program  and  the  Mater- 
nity and  Infant  Care  projects  are  intended  to  reach. 

Until  two  or  three  years  ago,  our  Centers  provided  the  main — in  most  com- 
munities, the  only — organized  facilities  through  which  impoverished  families 
could  obtain  competent  medical  help  in  spacing  children  or  limiting  their  num- 
ber. In  the  past  few  years,  a  remarkable  shift  in  public  opinion  has  occurred. 
Americans  in  all  walks  of  life  and  all  religious  affiliations  approve  the  prin- 
ciples of  family  planning  and  support  the  freedom  of  choice  of  individual  families 
in  matters  of  family  size  and  child  spacing.  Freedom  of  choice  in  these  two 
areas  exists  only  when  the  necessary  medical  services  provided  enable  a  family 
to  carry  out  its  childbearing  devices.  State  and  local  public  agencies,  as  well 
as  the  Maternal  and  Child  Health  Program  and  the  Maternity  and  Infant  Care 
projects,  have  finally  begun  to  assume  some  responsibility  for  the  provision  of 
family  planning  services,  too  long  denied — but  much  needed  by — medically  in- 
digent parents. 

Almost  since  their  inception,  most  Maternity  and  Infant  Care  projects  have 
included  provision  of  family  planning  services  to  their  patients,  most  usually 
at  the  six-week,  or  postpartum,  checkup  after  delivery.  In  the  early  days  of 
the  program,  the  Chief  of  the  Children's  Bureau,  Mrs.  Katherine  Oettinger, 
observed  that  there  were  "hopeful  indications  that  the  institution  of  family 
planning  services  more  than  doubles  attendance  at  postpartum  clinics,  and  in 
some  programs  at  least,  seems  to  have  a  favorable  influence  in  attracting  women 
to  prenatal  clinics  early  as  word  gets  around  that  the  services  are  available." 
Experience  has  now  made  clear  that  the  introduction  of  family  planning  services 
increases  the  utilization  of  other  vital  preventive  health  measures  offered  by 
the  same  medical  personnel  at  the  same  time.  In  the  MIC  projects,  22,000 
patients  or  approximately  60%  of  the  total,  requested  family  planning  tech- 
niques during  the  first  six  months  of  this  fiscal  year.  Since  relatively  little 
attention  is  devoted  to  this  particular  aspect  of  the  total  Maternity  and  Infant 
Care  program,  this  high  utilization  figure  attests  to  the  eager  response  of  low- 
income  patients  to  family  planning. 
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It  is  quite  significant  that  some  of  the  large  MIC  programs  which  have  been 
in  existence  for  two  years,  such  as  in  Baltimore,  New  York  and  Chicago,  ap- 
pear to  have  reversed  the  frightening  trend  toward  increased  infant  mortality, 
In  Chicago  for  example,  among  14,380  infants  born  in  census  tracts  served  by 
the  program  in  1965,  the  infant  mortality  rate  was  34.5  while  in  similar  low- 
income  census  tracts  not  included  in  the  program,  the  rate  was  57.5.  It  can 
also  be  anticipated  that  birth  rates  in  low-income  areas  will  be  reduced  as  these 
programs  enroll  more  sizeable  populations  when  they  learn  how  to  achieve  pre- 
ferred family  size. 

We  welcome  the  proposed  changes  in  the  current  authorization  for  Maternity 
and  Infant  Care  projects.  These  changes,  particularly  those  which  add  the 
reduction  of  infant  and  maternal  mortality  to  its  purposes,  would  make  the 
program  more  flexible  and  adaptable  to  local  conditions.  Grants  would  no 
longer  be  limited  to  State  Health  Departments  but  could  be  made  directly  to 
such  local  health  agencies  as  hospitals.  Project  funds  could  be  used  to  provide 
hospital  maternity  care  for  women  who  are  poor  but  who  do  not  have  a  current 
complication  of  pregnancy,  and  to  provide  care  for  women  between  pregnancies. 
Family  planning  services  could  be  provided  to  women  who  have  many  preg- 
nancies close  together  and  who  suffer  from  fatigue,  anemia  and  rundown  health, 
or  who  have  had  complications  of  pregnancy.  We  therefore  applaud  all  the 
proposed  changes  contained  in  Section  303.  We  wish  to  point  out,  however,  that 
the  increase  in  authorization — from  $30  to  $35  million  for  fiscal  1968 — will  per- 
mit only  the  continuation  of  the  53  projects  currently  funded.  The  rapidly  rising 
cost  of  medical  care  and  more  particularly,  of  hospital  care,  plus  a  small  addition 
in  the  project  enrollments,  will  absorb  the  proposed  increase.  The  Maternity 
and  Infant  Care  projects  are  magnificent  programs  which  should  be  enlarged 
to  serve  additional  communities ;  I  believe  that  the  authorization  for  this 
program  should  be  increased  to  $40,000,000  for  Fiscal  1968  and  additional  sums 
as  needed  thereafter.  I  also  urge  that  consideration  be  given  to  the  authorization 
of  at  least  $5  million  in  addition  MIC  funds  for  a  specific  program  to  expand 
family  planning  over  and  above  these  current  beginning  levels. 

The  1965  Amendments  to  the  Social  Security  Act  require  the  States  to  make 
Maternal  and  Child  Health  services  available  in  all  parts  of  the  State  by  1975. 
This  will  mean  extension  into  many  additional  rural  counties  still  without  any 
services  (or  with  only  the  most  rudimenatry  facilities),  and  into  some  cities. 
Inevitably  this  will  add  to  the  costs  of  the  program.  A  number  of  States  and 
localities  are  attempting  to  add  family  planning  services  to  their  current  Mater- 
nal and  Child  Health  programs  and  although  some  progress  has  been  made  in 
this  direction,  lack  of  funds  has  impaired  any  major  effort  in  most  States.  It 
cannot  be  expected — and  should  not  be  expected — that  resources  already  allo- 
cated to  urgently  needed  programs  of  prenatal  and  well-baby  care  can  be  di- 
verted to  finance  a  new  endeavor,  no  matter  how  worthwhile. 

The  need  for  additional  funds  in  the  MCH  program  for  family  planning  serv- 
ices has  been  expressed  at  the  Regional  Conferences  on  Family  Planning  spon- 
sored by  the  Department  of  Health,  Education  and  Welfare.  It  was  fully 
documented  in  the  replies  from  each  State  submitted  last  year  to  Senator  Gruen- 
ing's  Subcommittee.  I  am  appending  for  the  record  extracts  from  these  state- 
ments which  demonstrate  that  development  of  these  services  is  seriously  impeded 
by  lack  of  available  funds.  Let  me  briefly  cite  three  recent  examples.  In 
California,  which  has  one  of  the  most  active  State  Health  Department  pro- 
grams, the  Governor's  Population  Study  Commission  in  December  estimated 
that  $7-8  million  will  be  needed  to  finance  family  planning  services  for  the 
medically  indigent  and  declared,  "The  overriding  lack  of  adequate  funding, 
even  where  public  and  private  agencies  pool  their  resources,  severely  limits  the 
extent  of  services".  In  Florida,  a  report  last  month  by  Representative  Ray 
Mattox,  Chairman  of  the  Public  Welfare  Committee  of  the  Florida  House 
of  Representatives,  estimated  that  local  health  departments  can  presently  serve 
only  10%  of  those  who  need  family  planning  and  called  for  appropriation  of 
significant  additional  funds  by  both  State  and  Federal  governments  to  expand 
these  services.  In  Ohio,  the  State  Department  of  Health  flatly  stated  last  year 
that  "until  funds  specifically  designated  for  [family  planning]  are  available, 
it  will  not  be  possible  for  such  a  program  to  be  put  into  operation  in  our  State." 

From  the  point  of  view  of  infant  survival,  absence  of  congenital  malforma- 
tions and  maternal  health,  an  interval  of  two  to  three  years  between  pregnancies 
is  optimal.  A  recent  comparative  study  by  the  Public  Health  Service  rated 
the  introduction  of  family  planning  services  as  the  top  priority  item  among  dif- 
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ferent  programs  designed  to  reduce  infant  mortality.  The  study  analyzed  the 
costs  and  likely  benefits  of  various  measures  to  reduce  infant  mortality.  It 
concluded  that  a  major  program,  funded  at  approximately  $90,000,000  to  extend 
modern  family  planning  services  to  the  4,400,000  low-income  women  who  do 
not  currently  have  access  to  this  form  of  medical  care,  would  be  the  single  most 
cost-effective  program.  In  this  difficult  budget  year,  I  am  not  suggesting  that 
this  sum  be  authorized  but  we  can  make  a  start.  I  urge  that  serious  considera- 
tion be  given  to  a  substantial  increase  in  the  total  authorization  for  the  Maternal 
and  Child  Healh  program  and  that  within  this  increase,  a  sum  of  $10,000,000 
be  allocated  specifically  to  enable  the  States  to  add  to  current  expenditures  for 
expansion  of  the  network  of  family  planing  services. 

In  a  tight  budgetary  situation,  the  highest  priority  must  be  given  to  programs 
with  clearly  demonstrated  benefits  for  both  the  individual  family  and  society 
at  large,  programs  which  are  relatively  inexpensive  and  which  require  little 
manpower  or  additional  facilities.  This  is  not  to  negate  the  need  for  additional 
training  or  for  additional  demonstration  or  other  experimental  programs,  but 
to  suggest  that  these  kinds  of  programs,  which  are  already  financed  through 
a  variety  of  other  mechanisms,  might  well  be  deferred  to  provide  for  more  vitally 
needed  programs  which  are  of  immediate  importance  to  many,  many  families 
and  communities. 

Finally,  I  would  like  to  add  a  brief  word  about  Title  XIX.  Comprehensive 
continuous  care  of  high  quality  is  the  only  long-range  medical  answer  to  such 
persisting  health  problems  of  impoverished  families  as  excessive  rate  of  maternal 
and  infant  mortality.  If  Medicaid  is  fully  implemented  in  all  States,  it  should 
help  to  provide  family  planning  services  to  the  750,000  women  on  public  assist- 
ance who  are  among  the  5  million  low-income  women  who  need  such  services. 
We  urge,  therefore,  that  the  Committee  consider  ways  to  strengthen  and  improve 
the  program,  and  accelerate  its  implementation  in  all  states. 

In  summary,  I  believe  the  proposed  amendments  to  the  Maternity  and  Infant 
Care  Program  are  sound  and  needed,  and  its  authorization  should  be  further  in- 
creased by  a  minimum  of  $10  million,  including  at  least  $5  million  specifically  al- 
located for  family  planning.  At  the  same  time,  the  Maternal  and  Child  Health 
Program  should  also  be  expanded  and  should  include  a  specific  authorization 
of  $10  million  for  family  planning  services.  These  steps  would  greatly  add  to 
our  ability  to  reduce  infant  and  material  mortality  and  birth  defects  and  com- 
plications. 

HOW  LACK  OF  FUNDS  IMPEDES  DEVELOPMENT  OF  STATE  FAMILY  PLANNING  SERVICES 

(Reports  from  Governors  and  Health  and  Welfare  Directors,  Excerpted  from 
Appendix,  Part  4,  Population  Crisis,  Hearings  before  the  Subcommittee  on  For- 
eign Aid  Expenditures  of  the  Committee  on  Government  Operations,  U.S.  Senate, 
89th  Congress.) 

Alaska 

Governor  Egan:  "Very  little  has  been  done  officially.  Some  [PHS  and  Indian 
Affairs]  offices  do  have  pamphlets  available  in  the  waiting  room.  Otherwise  they 
do  not  become  involved."  (p.  2033) 

Arizona 

Governor  Goddard:  "Only  family  planning  facility  operated  through  public  health 
resources  consisted  of  a  very  small  clinic  operated  in  Maricopa  County."  (p.  2035) 

Arkansas 

Report  oy  J.  H.  Herron,  M.D.,  State  Health  Officer:  Too  date  approximately 
$8,000  has  been  expended  by  the  State  Department  of  Health  for  this  program." 
(P.  2037) 

Connecticut 

Governor  Dempsey:  "There  is  no  State  program  on  family  planning  in  Connecti- 
cut (p.  2046) 

Delaware 

W.  A.  Bours  IV:  "No  financial  support  from  state  or  public  funds."  (p.  2047) 
Florida 

Governor  Haydon  Burns :  "We  recognize  that  these,  programs  are  very  limited  in 
scope  and  do  not  meet  the  needs  of  our  population.   The  limitations  are  largely 
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the  result  of  inadequate  funds  available  to  do  the  job  that  needs  to  be  done. 
In  actual  figures,  the  State  Board  of  Health  is  spending  approximately  $75,000 
annually  for  contraceptive  supplies  in  these  programs  to  provide  services  to 
approximately  10,000  needy  mothers.  This  is  only  scratching  the  surface.  Any 
one  of  our  10  largest  counties  would  have  well  over  10,000  needy  women  who 
desire,  deserve  and  qualify  for  this  service.  Without  funds  to  hire  professional 
personnel  to  provide  the  care  and  additional  specific  funds  to  purchase  needed 
supplies,  the  program  will  necessarily  continue  to  be  a  limited  effort."  (p.  20). 

Georgia 

Total  Federal,  State  and  local  funds  used  in  entire  state  in  1964-1965  was 

$60,745  (p.  2055). 

Idaho 

Terrell  O.  Carver,  M.D.,  Administrator  of  Health :  "On  a  state  level  there  is  no 
program  at  the  present  time  for  family  planning."  (p.  2056) . 

Indiana 

Governor  Roger  D.  Branigan :  "The  Indiana  State  Board  of  Health  has  no  activi- 
ties pertaining  to  birth  control  nor  do  local  health  departments."  (p.  2063). 

Missouri 

L.  M.  Gamer,  M.D.,  Acting  Director,  Division  of  Health:  "The  division  of  health 
has  not  sponsored  or  encouraged  any  birth  control  clinics."  (p.  2142) . 

Montana 

Governor  Tim  Babcock :  "The  Board  [of  Health]  has  no  service  program  in  this 
area  ...  At  this  time,  there  is  not  a  single  'birth  control'  clinic  in  Montana." 
(p.  2142). 
Nevada 

Governor  Grant  Sawyer:  characterizes  the  funds  available  for  family  planning 
as  "the  relatively  small  appropriation  of  $46,000  made  available  by  the  legisla- 
ture. .  .  ."  (p.  2144). 

New  Hampshire 

Mary  M.  Atchison,  M.D.  Director,  Department  of  Health  and  Welfare :  "In  New 
Hampshire  there  is  currently  no  organized  plan  on  the  subject  of  birth  control. 
Neither  is  there  any  anticipated  in  the  near  future."  (p.  2145) . 

New  Jersey 

Irving  Engelman,  Director,  Division  of  Public  Welfare:  "In  New  Jersey,  there 
are  no  State  operated  or  State-directed  programs  or  activities  in  this  special 
area.  .  ."  (p.  2145). 

North  Carolina 

Report  submitted  by  Governor  Dan  Moore,  indicated  6,813  patients  in  entire  state 
and  "as  a  very  rough  estimate.  ...  a  minium  of  $100,000  per  year  is  spent." 
(pp.  2147-51). 

Ohio 

Mrs.  Anne  B.  Sedelmaier,  Ohio  Department  of  Health :  "At  the  present  time, 
there  are  no  funds  allocated  either  on  local,  district  or  state  level  to  provide  for 
planned  parenthood  services,  and  currently  this  is  not  a  part  of  the  Maternal 
and  Child  Health  program  of  the  Ohio  Department  of  Heatlh  .  .  .  Until  funds 
specifically  designated  for  this  are  available,  it  will  not  be  possible  for  such  a 
program  to  be  put  into  operation  in  our  State."  (p.  2152) . 

Oregon 

Governor  Mark  0.  Hatfield :  "We  recognize  that  in  many  areas  the  efforts  have 
been  minimal  and  we  are  hopeful  they  can  be  expanded  in  the  near  future." 
(P-  21). 

Rhode  Island 

Frank  Muran  III,  Executive  Assistant  to  the  Governor:  "The  State  of  Rhode 
Island  has  no  birth  control  program."   ( p.  2157 ) . 
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South  Dakota 

G.  J.  Van  Henvelen,  M.D.,  State  Health  Officer :  "The  State  has  no  program  as 
far  as  birth  control  is  concerned  either  on  State  or  local  level."  (p.  2158). 

Tennessee 

R.  H.  Hutcheson,  M.D.,  Commissioner  of  Health :  "I  am  attaching  a  list  of  coun- 
ties that  have  either  started  such  clinics  or  had  such  clinics  approved  by  local 
boards  of  health.  None  has  had  nor  will  have  the  success  that  I  have  had  in 
Williamson  County.  There  is  one  major  reason  for  this — lack  of  adequate  funds 
with  which  to  employ  personnel  to  follow  up  the  cases  and  to  purchase  supplies 
that  are  necessary  for  successful  operation.  If  some  strong  legislation  were 
developed  authorizing  the  U.S.  Public  Health  Service  to  proceed  with  a  program 
of  this  sort  on  a  grant-in-aid  basis  to  States,  most  of  our  State  Health  Depart- 
ments would  have  a  good  program  going  in  a  relatively  short  period  of  time  (p. 
2159). 

Texas 

Commissioner  of  Health  J.  E.  Peavy,  M.D.:  "The  State  Health  Department  has 
not  directly  financed  any  Planned  Parenthood  clinics  in  the  State,  but  pro- 
grams have  been  initiated  in  several  local  areas."  (p.  2160) . 

Utah 

Governor  Calvin  L.  Rampton:  "Utah  has  no  formal  program  or  State  activities 
in  this  area."    (p.  2161) . 

Vermont 

Governor  Philip  H.  Hoff:  "Vermont  has  no  active  program  of  dissemination  or 
information  on  birth  control."  (p.  2161) . 

(Prepared  by  Department  of  Program  Planning  and  Development,  Planned 
Parenthood- World  Population,  515  Madison  Avenue,  New  York,  N. Y.  10022. ) 

Mr.  Ullman.  Dr.  Beasley,  your  statement  will  appear  in  the  record 
in  its  entirety. 

(The  statement  follows:) 

Statement  of  Joseph  D.  Beasley,  M.D.,  Director,  Population  and  Family 
Studies  Unit,  Division  of  Maternal  and  Child  Health,  Tulane  University 
School  of  Medicine 

Mr.  Chairman  and  members  of  the  committee,  I  am  Dr.  Joseph  D.  Beasley, 
Director  of  the  Population  and  Family  Studies  Unit,  Associate  Professor  of 
Maternal  and  Child  Health  and  Pediatrics,  of  the  Tulane  University  School  of 
Medicine,  Co-Chairman,  Family  and  Population  Planning  Committee  of  the 
Maternal  and  Child  Health  Section — American  Public  Health  Association  and  a 
board  member  of  the  Planned  Parenthood — World  Population,  Inc.  I  have  been 
designated  to  represent  Planned  Parenthood — World  Population.  I  am  grateful 
for  your  invitation  to  appear  before  this  committee  to  discuss  some  aspects  of 
research  now  being  carried  out  by  the  faculty  and  staff  of  the  Population  and 
Family  Studies  Unit,  Division  of  Maternal  and  Child  Health  at  Tulane. 

Since  July  of  1964  we  have  been  concerned  with  three  major  studies — The 
Family  Survey  of  Metropolitan  New  Orleans,  A  Study  of  the  Characteristics  of 
Deaths  Associated  with  Childbirth  in  New  Orleans,  and  The  Lincoln  Parish 
Family  Planning  Research  Program.  All  of  these  studies  are  funded  by  the 
Research  Division  of  the  United  States  Children's  Bureau.  They  have  been 
concerned  with  characteristics  of  mortality  and  fertility  in  all  socio-economic 
classes,  but  we  are  especially  interested  in  gaining  a  better  understanding  of 
the  high  birth  rates,  stillbirth  rates,  maternal  mortality  rates,  and  infant  mor- 
tality rates  in  the  lower  socio-economic  segment  of  the  New  Orleans  population. 

A.  BACKGROUND  INFORMATION 

In  order  for  the  committee  to  understand  the  current  status  of  the  above 
rates  in  New  Orleans  the  following  background  information  is  offered. 

1.  Studies  conducted  in  our  Unit  indicate  that  for  New  Orleans  an  estimated 
25%  of  the  families  have  incomes  which  qualify  them  as  eligible  under  the 


SOCIAL  SECURITY  AMENDMENTS  OF   1967  1509 


eligibility  standards  recommended  by  the  Office  of  Economic  Opportunity  for 
participation  in  the  Operation  Headstart  programs. 

2.  In  1965  there  were  14,265  live  births  reported  for  residents  of  New  Orleans 
for  an  overall  birth  rate  of  21.3/1000  of  the  population.  Of  these  14,265  live 
births,  approximately  50%  were  white  and  50%  non  white.  Of  the  14,265  live 
births  reported  for  New  Orleans  in  1965,  6000  of  these  births  occurred  in  Charity 
Hospital  of  New  Orleans. 

3.  Of  the  6701  live  births  which  accurred  in  1965  in  the  white  population,  162 
infants  died  before  reaching  one  year  of  age,  for  a  rate  of  24  per  thousand 
live  births  in  Orleans  Parish.  Of  the  7564  non-white  live  births,  299  infants 
died  before  reaching  one  year  of  age  for  a  rate  of  40  per  1000  live  births.  The 
infant  mortality  rate  among  the  non-white  population  was  85%  higher  than 
that  observed  among  the  white  population.  Although  the  overall  mortality  rate 
for  New  Orleans  in  1965  was  somewhat  higher  than  the  overall  mortality  rate 
for  the  United  States  during  the  same  period,  a  similar  pattern  holds  for  the 
entire  nation. 

B.  MORTALITY  STUDY 

1.  Clinical  phase 

The  clinical  phase  of  the  New  Orleans  Study  to  Describe  the  Characteristics 
of  Deaths  Associated  with  Childbirth  has  the  following  unique  characteristics 
that  are  pertinent  to  the  legislation  being  considered  today. 

a.  The  entire  mortality  experience  associated  with  childbirth  in  a  metro- 
politan area  of  over  one  million  was  carefully  and  systematically  examined. 
The  study  involved  an  evaluation  of  1059  stillbirths,  infant  deaths  or  maternal 
deaths. 

b.  Because  of  the  availability  of  the  data  noted  above  we  were  able  to  review 
not  only  the  deaths  in  question  and  the  conditions  associated  with  them  but  in 
addition  we  were  able  to  look  at  the  entire  reproductive  history  of  a  group  of 
women  who  had  a  pregnancy  which  resulted  in  death.  For  example,  if  a  patient 
had  five  previous  pregnancies  before  the  pregnancy  in  question  all  of  the  previous 
pregnancies  were  reviewed. 

c.  A  control  sample  of  the  medically  indigent  mothers  without  mortality 
experience  has  also  been  studied. 

2.  Summary  of  results  of  clinical  phase 

For  the  purpose  of  this  testimony  we  will  only  deal  with  the  387  women  who 
delivered  products  of  conception  at  Charity  Hospital  in  New  Orleans  from 
January  1,  1964  through  December  31,  1964,  resulting  in  stillbirths  or  live  births 
which  subsequently  died  within  the  first  year  of  life. 

a.  It  was  the  judgment  of  the  investigations  that  75%  of  the  deaths  could  not 
have  been  prevented  by  better  prenatal,  delivery,  sick  child  or  well  child  care. 

b.  A  review  of  the  patients'  reproductive  history  prior  to  1964  reveals  that  they 
have  experienced  a  total  infant  mortality  rate  over  seven  times  that  observed 
in  the  general  population  of  New  Orleans  over  a  similar  period. 

3.  Motivational  Phase 

These  findings  raised  the  following  questions :  Why  did  this  group  of  women 
continue  to  reproduce  after  they  became  a  "high  risk"  for  death  or  illness  to 
themselves  or  their  offspring  in  the  event  of  another  pregnancy,  and  why  were 
a  much  larger  proportion  of  lower-socio-economic  patients  taking  this  risk  than 
that  observed  in  the  middle  and  upper  socio-economic  patients  in  the  same  popula- 
tion? 

In  order  to  answer  this  question  a  sample  of  one  hundred  and  twenty-two 
mothers  whose  pregnancies  had  resulted  in  a  death  in  1964  was  drawn  and  in- 
home  interviews  were  conducted  by  specially  trained  female  interviewers.  The 
results  of  this  study  which  are  relevant  to  the  testimony  today  are  summarized 
as  follows : 

a.  these  women  had  serious  complications  of  pregnancy. 

b.  these  medically  indigent  high-risk  mothers  have  had  an  average  of  4.9 
pregnancies  each  even  though  their  mean  age  is  25.5  years  ; 

c.  more  than  90  percent  of  them  do  not  know  that  the  "fertile"period  is 
approximately  the  middle  seven  days  between  two  menstrual  flows. 

d.  more  than  9  out  of  10  of  them,  irrespective  of  religion,  believe  couples 
have  the  right  to  decide  for  themselves  when  to  stop  having  children. 
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e.  99  percent  of  them  believe  family  planning  services  should  be  available 
for  the  medically  indigent,  and  all  of  them  want  their  sons  and  daughters 
to  be  informed  on  methods  of  family  planning ; 

f.  more  than  three-fourths  of  them  now  desire  more  information  about 
birth  control; 

g.  about  one-third  of  them  used  effective  contraceptives  last  year ; 

h.  over  one-half  of  them  have  already  experienced  more  pregnancies  than 
they  originally  wanted ; 

i.  three-fifths  of  them  never  want  to  become  pregnant  again. 

Given  the  high  mortality,  high  fertility  and  high  motivation  to  control 
fertility  in  this  group  the  next  step  was  to  see  what  the  response  of  these 
mothers  would  be  if  they  were  informed  about  family  planning  and  were 
offered  the  opportunity  to  obtain  family  planning  services.  This  is  being 
done  at  present  with  the  sample  and  to  date  46%  of  this  group  have  come 
to  the  clinic  and  have  adopted  an  acceptable  form  of  family  planning.  Not 
enough  time  has  elapsed  to  determine  how  many  of  these  patients  will  con- 
tinue to  practice  family  planning  on  a  sustained  basis.  However,  because 
of  the  high  state  of  motivation  for  family  planning  and  the  rate  of  acceptance 
already  observed,  along  with  the  fact  that  most  of  these  patients  are  using 
either  the  pill  or  the  intrauterine  device,  we  feel  that  the  great  majority  will 
practice  family  planning  on  a  sustained  basis. 

C.  NEW  ORLEANS  FAMILY  AND  FERTILITY  STUDY 

Data  from  the  New  Orleans  Family  and  Fertility  Study  concerning  knowledge- 
ability  about  reproductive  physiology  and  family  planning  indicates  that  in 
general,  the  lower  socio-economic  population,  both  male  and  female,  exhibit 
a  similar  lack  of  knowledgeability  as  that  observed  in  the  high  risk  mothers. 

D.  LINCOLN  PARISH  FAMILY  PLANNING  RESEARCH  PROGRAM 

In  Lincoln  Parish,  Louisiana,  the  Louisiana  State  Board  of  Health  and  the 
Tulane  Population  and  Family  Studies  Unit  initiated  a  demonstration  family 
planning  program.  Prior  to  the  initiation  of  this  program  a  study  of  the  popula- 
tion again  revealed  marked  ignorance  of  reproductive  physiology  and  family 
planning  among  the  lower  socio-economic  males  and  females.  A  unique  type 
of  family  planning  program  was  initiated,  in  that  the  eligible  indigent  mothers 
were  identified,  contacted,  and  educated  concerning  family  planning,  and  then 
offered  an  opportunity  to  participate  in  the  services  of  the  program.  During 
the  fifteen  months  that  the  program  has  been  in  operation,  over  sixty  percent 
of  the  eligible  indigent  females  contacted  have  participated  in  the  program. 
We  have  not  yet  contacted  a  considerable  proportion  of  the  eligible  population 
but  we  estimate  that  at  the  end  of  the  first  two  years  of  program  operation 
over  75%  of  the  entire  eligible  population  will  have  availed  themselves  of 
this  service.  These  data  leave  little  doubt  that  indigent  famiies  are  strongly 
motivated  to  limiting  family  size. 

E.  ORLEANS  PARISH  FAMILY  PLANNING  DEMONSTRATION  PROGRAM 

At  the  present  time  the  Tulane  Population  and  Family  Studies  Unit  is  seek- 
ing funds  to  conduct  a  major  family  planning  program  in  the  City  of  New 
Orleans.  This  program  has  been  carefully  developed  in  close  cooperation  with 
the  appropriate  private  and  public  institutions  of  the  city  and  is  designed 
to  offer  family  planning  information  and  service  to  an  estimated  50,000  eligible 
medically  indigent  women  (and  their  families).  Tulane  University  is  as- 
suming this  responsibility  because  the  studies  that  we  have  conducted  indicate 
that  the  lack  of  adequate  family  planning  service  for  this  segment  of  the 
population  contributes  significantly  to  the  following  health  and  social  prob- 
lems : 

1.  Infant,  perinatal  and  maternal  mortality :  The  high  national  infant  mor- 
tality, stillbirth,  maternal  mortality  rates  currently  occurring  in  the  medi- 
cally indigent  segment  of  the  population  appear  to  be  significantly  related  to 
the  absence  of  family  planning  service. 

2.  Prematurity :  The  high  premature  birth  rate,  and  the  mental  retardation 
which  is  associated  with  this  high  rate,  appear  to  be  related  in  part  to  the  absence 
of  adequate  family  planning  service.  . 

3.  Illegitimacy :  In  1965  eleven  percent  of  all  New  Orleans  births  were  classi- 
fied as  illegitimate  births.  During  that  year  247  of  every  1000  live  births 
which  occurred  in  the  non-white  population  were  classified  as  illegitimate. 
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4.  Family  instability :  Data  from  the  New  Orleans  Family  and  Fertility 
Study  indicates  that  one-fourth  of  the  pregnant  women  in  the  lower  socio- 
economic segment  of  the  population  are  without  a  male  family  head.  In  addi- 
tion, our  data  indicates  that  the  number  of  families  without  a  male  family 
head  is  greater  at  this  time  than  it  was  fifteen  years  ago.  The  contribution 
of  family  instability  to  the  problems  of  the  emotionally  and  culturally  de- 
prived child,  school  drop-outs,  unemployment  and  crime  are  apparent. 

5.  Criminal  abortion :  In  several  large  cities  it  has  been  demonstrated  that 
over  40%  of  all  maternal  deaths  were  related  to  the  consequences  of  criminal 
abortion.  Our  data  indicates  that  adequate  family  planning  service  would 
decrease  this  rate. 

6.  Battered  child  syndrome :  Our  data  indicates  that  10%  of  the  medically 
indigent  infants  who  were  born  alive  but  subsequently  died  before  reaching  one 
year  of  age  died  as  a  direct  result  of  physical  violence  or  indirectly  from  overt 
child  abuse. 

F.  RECOMMENDATIONS 

1.  The  author  strongly  supports  sections  305,  303,  306,  301,  302  and  304  of  H-R- 
5710  but  especially  urges  that  the  significant  changes  contained  in  section  303 
be  adopted.  Section  303  extends  the  maternal  and  infant  care  program  for  three 
more  years,  adds  the  significant  purpose  of  reducing  infant  mortality,  increases 
the  kinds  of  agencies  which  may  apply  for  grants,  advances  the  progress  made 
in  the  provision  of  maternal  and  infant  services  for  low  income  families  and  pro- 
vides needed  flexibility  in  the  provision  of  essential  family  planning  services  as 
an  integral  part  of  comprehensive  maternal  and  infant  care. 

2.  This  bill  does  not,  however,  begin  to  provide  the  funds  that  will  be  neces- 
sary to  meet  the  rising  costs  of  hospital  care,  to  provide  funds  to  enable  proj- 
ects to  increase  the  numbers  of  patients  provided  care  and  provide  family  plan- 
ning information  and  services  to  the  indigent  mothers  currently  in  need  of 
family  planning  services.  Careful  estimates  indicate  that  the  Orleans  Family 
Planning  Demonstration  Project  designed  to  offer  information  and  services  to 
50,000  patients  will  cost  $750,000.00  per  year.  Of  the  50,000  to  be  offered  the 
service,  we  estimate  that  25,000  will  elect  to  participate  in  the  program  and 
will  need  comprehensive  family  planning  services.  Since  only  a  small  portion 
of  the  additional  $5,000,000.00  authorization  requested  for  1968  will  be  available 
for  family  planning  services  or  for  extending  maternal  and  infant  care  programs, 
this  legislation  does  not  begin  to  provide  the  means  necessary  to  deal  with  the 
maternal  and  child  health  problems  of  the  nation's  medically  indigent.  It  is 
respectfully  urged  therefore  that  the  authorization  for  Section  303  be  increased 
to  $45  million  for  1968. 

This  committee  has  originated  and  nurtured  the  legislation  which  has  enabled 
the  Children's  Bureau  to  obtain  and  exercise  its  leadership  in  protecting  and 
developing  the  potential  of  our  children — the  nation's  most  precious  asset. 

I  submit  that  you  have  made  a  significant  start  in  the  development  of  the 
maternal  and  infant  care  projects  and  in  the  development  of  the  Research  Divi- 
sion of  the  Children's  Bureau.  It  is  now  essential  that  we  follow  through  so  that 
proper  emphasis  can  be  given  to  the  welfare  of  each  child  born  into  the  society, 
regardless  of  his  status  at  birth.  Not  only  is  this  a  magnificent  opportunity 
but  it  is  also  a  grave,  national  responsibility  which  must  be  met.  It  is  crucial 
that  we  respond  with  haste  because  in  1960  we  had  60,000,000  children  aged 
fourteen  and  under.  By  the  year  2000,  granted  current  rates  of  population 
growth,  we  will  have  a  population  of  100,000,000  children  aged  14  and  under.  A 
large  portion  of  this  increase  can  be  expected  to  occur  in  the  lower  socio-economic 
families.  We  must  generate  a  response  commensurate  with  the  problems.  Our 
research  indicates  that  the  current  efforts  are,  at  best,  inadequate.  We  cannot 
afford  to  continue  to  accept  the  unacceptable  for  our  nation's  indigent  mothers 
and  their  children. 

STATEMENT  OF  DR.  JOSEPH  D.  BEASLEY 

Dr.  Beasley.  Thank  you,  Mr.  Chairman  and  members  of  the  com- 
mittee. 

It  is  an  honor  and  pleasure  for  me  to  represent  Tulane  University 
School  of  Medicine  and  tell  you  of  the  research  we  have  been  doing, 


1512  SOCIAL  SECURITY  AMENDMENTS  OF  1967 


the  characteristics.  Infant  mortality  and  fertility  among  the  popu- 
lation related  to  the  reproductive  cycle,  especially  infant  mortality 
and  fertile  patterns  among  the  lower  socioeconomic  groups. 

First,  I  would  like  to  give  you  some  background  information. 

In  New  Orleans  in  1965  we  had  a  total  of  14,265  live  births ;  6,701 
of  these  were  white  births;  7,564  were  non white.  The  general  fer- 
tility rate  in  these  two  populations  was  85  percent  higher  than  in  the 
nonwhite  population  as  opposed  to  the  other. 

This  is  the  number  of  live  births  per  thousand  would  mean  15  to 
44  years  of  age.  The  same  pattern  in  the  infant  death  rate.  You  see, 
this  is  the  number  of  infant  deaths.  This  is  the  number  of  infants 
dying  before  reaching  1  year  of  age  per  thousand  infants  born  alive. 

You  see,  the  infant  mortality  in  the  nonwhite  population  is  85 
percent  higher  than  it  is  in  the  balance  of  the  population.  It  is  also 
interesting  that  the  nonwhite  middle  and  upper  socioeconomic  class 
families  in  New  Orleans  achieved  the  lowest  family  size  and  birth 
rates  of  any  socioeconomic  group,  20  percent  of  the  population  in  the 
year  1965,  at  least  42  percent  of  the  births. 

These  are  just  gross  matters  in  terms  of  indexes.  The  infant  mor- 
tality aspect  is  an  iceberg  phenomenon.  What  we  are  really  talking 
about  is  the  morbidity  or  illnes.  In  medical  illness  biological  pre- 
maturity is  the  No.  1  factor  associated  with  prevention  of  mental 
retardation. 

We  had  503  cases  of  premature  births  weighing  less  than  5%  pounds, 
1,121  cases,  a  rate  of  148  per  thousand  in  the  nonwhite  population,  a 
rate  of  87  per  thousand  in  the  white  population.  Here  again  in  terms 
of  births  out  of  wedlock,  which  is  some  indexes  of  social  pathology  for 
the  child,  particularly  in  terms  of  initiating  family  instability,  here 
you  see  the  rate  is  210  per  thousand  live  births  in  this  segment  of  the 
populaton. 

Now  what  my  study  emphasizes  is  this :  We  were  interested  in  why 
was  the  infant  mortality  rate  higher  in  the  lower  group  than  in  the 
upper.  We  studied  1,059  maternal  infants  and  still  births  that  occurred 
in  New  Orleans  in  1  year. 

I  would  like  to  just  give  you  two  brief  supplemental  points  about 
this  clinical  study.  There  was  a  judgment  of  the  investigators  that 
75  percent  of  the  deaths  which  occurred  in  this  segment  of  the  popu- 
lation, in  the  indigent,  could  not  have  been  prevented  by  better  prenatal 
delivery,  sick  child  or  well  child  care. 

A  positive  factor  that  25  percent  of  them  could  have  been  with  the 
type  of  care  under  the  present  maternal  care  grants.  Further,  a  re- 
view of  the  patients  reproductive  history,  patients  that  had  a  death 
in  1964,  reviewed  prior  to  1964  and  through  1966,  reveals  they  had 
experienced  a  total  infant  mortality  rate  over  seven  times  that  ob- 
served in  the  general  population  of  New  Orleans  over  a  similar  period. 

We  were  interested  then  in  understanding  why  this  group  of  women 
in  the  lower  socioeconomic  group  continued  to  reproduce  after  they 
become  high  risk  to  death  or  illness.  And  why  a  much  larger  pro- 
portion of  the  lower  socioeconomic  patients  taking  this  risk  than  we 
observed  in  the  middle  or  upper  socioeconomic. 

In  order  to  answer  this,  we  carried  out  a  motivation  study  of  a 
group  of  new  Orleans  mothers.   Keep  in  mind  these  women  had  ser- 
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ious  complications.  The  group  of  indigent  high-risk  mothers  studied 
had  an  average  of  4.9  pregnancies  at  the  time  they  were  studied  even 
though  their  minimum  age  was  25.5  years. 

More  than  90  percent  of  them  do  not  know  that  the  "fertile"  period 
is  approximately  the  middle  7  days  between  two  menstrual  flows. 

More  than  9  out  of  10  of  them,  irrespective  of  religion,  believe 
couples  have  the  right  to  decide  for  themselves  when  to  stop  having 
children. 

Ninety-nine  percent  of  them  believe  family  planning  services  should 
be  available  for  the  medically  indigent,  and  all  of  them  want  their 
sons  and  daughters  to  be  informed  on  methods  of  family  planning. 

More  than  three-fourths  of  them  now  desire  more  information  about 
birth  control. 

About  one-third  of  them  use  effective  contraceptives  last  year. 

Over  one-half  of  them  have  already  experience  more  pregnancies 
than  they  originally  wanted. 

Three-fifths  of  them  never  want  to  become  pregnant  again. 

Given  the  high  mortality,  high  fertility,  and  high  motivation  to 
control  fertility  in  this  group,  the  next  step  was  to  see  what  the  re- 
sponse of  these  mothers  would  be  if  they  were  informed  about  fam- 
ily planning  and  were  offered  the  opportunity  to  obtain  family  plan- 
ning services. 

This  is  being  done  at  present  with  the  sample  and  to  date  46  per- 
cent of  this  group  have  come  to  the  clinic  and  have  adopted  an  accept- 
able form  of  family  planning. 

I  would  like  to  say  that  we  have  done  similar  studies  on  a  sample 
of  all  socioeconomic  groups  in  the  Metropolitan  New  Orleans  area 
and  similar  levels  of  lack  of  knowledgeability  are  present  in  the  lower 
socioeconomic  groups. 

At  the  present  time  the  Tulane  population  and  family  studies  unit 
is  seeking  funds  to  conduct  a  major  family  planning  program  in  the 
city  of  New  Orleans. 

This  program  has  been  carefully  developed  in  close  cooperation  with 
the  appropriate  private  and  public  institutions  of  the  city  and  is  de- 
signed to  offer  family  planning  information  and  services  to  an  esti- 
mated 50,000  eligible  medically  indigent  women  and  their  families. 

Tulane  University  is  assuming  this  responsibility  because  the  studies 
that  we  have  conducted  indicate  that  the  lack  of  adequate  family  plan- 
ing service  for  this  segment  of  the  population  contributes  significant- 
ly to  the  following  health  and  social  problems : 

1.  INFANT,  PERINATAL  AND  MATERNAL  MORTALITY 

The  high  national  infant  mortality,  still  birth,  maternal  mortality 
rates  currently  occurring  in  the  medically  indigent  segment  of  the 
population  appear  to  be  significantly  related  to  the  absence  of  family 
planning  service. 

2.  PREMATURITY 

The  high  premature  birth  rate,  and  the  mental  retardation  which 
is  associated  with  this  high  rate,  appear  to  be  related  in  part  to  the 
absence  of  adequate  family  planning  service. 
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3.  ILLEGITIMACY 

In  1965,  11  percent  of  all  New  Orleans  births  were  classified  as  il- 
legitimate births.  During  that  year  247  of  every  1,000  live  births 
which  occurred  in  the  non white  population  were  classified  as  illegiti- 
mate. 

4.  FAMILY  INSTABILITY 

Data  from  the  New  Orleans  family  and  fertility  study  indicates  that 
one-fourth  of  the  pregnant  women  in  the  lower  socio-economic  segment 
of  the  population  are  without  a  male  family  head. 

In  addition,  our  data  indicates  that  the  number  of  families  without 
a  male  family  head  is  greater  at  this  time  than  it  was  15  years  ago. 

The  contribution  of  family  instability  to  the  problems  of  the  emo- 
tionally and  culturally  deprived  child,  school  dropouts,  unemployment 
and  crime  are  apparent. 

5.  CRIMINAL  ABORTION 

In  several  large  cities  it  has  been  demonstrated  that  over  40  per- 
cent of  all  maternal  deaths  were  related  to  the  consequences  of  crimi- 
nal abortion.  Our  data  indicates  that  adequate  family  planning  serv- 
ice would  decrease  this  rate. 

6.  BATTERED  CHILD  SYNDROME 

Our  data  indicates  that  10  percent  of  the  medically  indigent  infants 
who  were  born  alive  but  subsequently  died  before  reaching  1  year  of 
age  died  as  a  direct  result  of  physical  violence  or  indirectly  from  overt 
child  abuse. 

These  are  my  recommendations : 

I  strongly  support  sections  305,  303,  306,  301,  302,  and  304  of  H.R. 
5710  and  especially  urge  that  the  significant  changes  contained  in  sec- 
tion 303  be  adopted. 

Section  303  extends  the  maternal  and  infant  care  program  for  3 
more  years,  adds  the  significant  purpose  of  reducing  infant  mortality, 
increases  the  kinds  of  agencies  which  may  apply  for  grants,  advances 
the  progress  made  in  the  provision  of  maternal  and  infant  services 
for  low-income  families  and  provides  needed  flexibility  in  the  provi- 
sion of  essential  family  planning  services  as  an  integral  part  of  com- 
prehensive maternal  and  infant  care. 

This  bill  does  not,  however,  begin  to  provide  the  funds  that  will  be 
necessary  to  meet  the  rising  costs  of  hospital  care,  to  provide  funds  to 
enable  projects  to  increase  the  numbers  of  patients  provided  care  and 
provide  family  planning  information  and  services  to  the  indigent 
mothers  currently  in  need  of  family  planning  services. 

Careful  estimates  indicate  that  the  Orleans  family  planning  demon- 
stration project  designed  to  offer  information  and  services  to  50,000 
patients  will  cost  $750,000  per  year. 

Of  the  50,000  to  be  offered  the  service,  we  estimate  that  25,000  will 
elect  to  participate  in  the  program  and  will  need  comprehensive  family 
planning  services. 

Since  only  a  small  portion  of  the  additional  $5  million  authorization 
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requested  for  1968  will  be  available  for  family  planning  services  or 
for  extending  maternal  and  infant  care  programs,  this  legislation  does 
not  begin  to  provide  the  means  necessary  to  deal  with  the  maternal 
and  child  health  problems  of  the  Nation's  medically  indigent. 

It  is  respectfully  urged,  therefore,  that  the  authorization  for  section 
303  be  increased  to  $45  million  for  1968. 

This  committee  has  originated  and  nurtured  the  legislation  which 
has  enabled  the  Children's  Bureau  to  obtain  and  exercise  its  leadership 
in  protecting  and  developing  the  potential  of  our  children — the  Na- 
tion's most  precious  asset. 

I  submit  that  you  have  made  a  significant  start  in  the  development 
of  the  maternal  and  infant  care  projects  and  in  the  development  of  the 
research  division  of  the  Children's  Bureau. 

It  is  now  essential  that  we  follow  through  so  that  proper  emphasis 
can  be  given  to  the  welfare  of  each  child  born  into  the  society,  regard- 
less of  his  status  at  birth. 

Not  only  is  this  a  magnificant  opportunity,  but  it  is  also  a  grave, 
national  responsibility  which  must  be  met.  It  is  crucial  that  we  re- 
spond with  haste  because  in  1960  we  had  60  million  children  aged  14 
and  under.  By  the  year  2000,  granted  current  rates  of  population 
growth,  we  will  have  a  population  of  100  million  children  aged  14  and 
under. 

A  large  portion  of  this  increase  can  be  expected  to  occur  in  the  lower 
socioeconomic  families.  We  must  generate  a  response  commensurate 
with  the  problems. 

Our  research  indicates  that  the  current  efforts  are,  at  best,  inade- 
quate. We  cannot  afford  to  continue  to  accept  the  unacceptable  for 
our  Nation's  indigent  mothers  and  also  their  children. 

Thank  you. 

Mr.  Ullman.  Thank  you  very  much,  Dr.  Beasley. 

Without  objection  both  your  written  statements  will  appear  in  their 
entirety  in  the  record. 

You  have  made  a  very  valuable  contribution  to  this  committee.  We 
have  been  most  interested  in  this  program  and  your  report,  I  think, 
is  most  significant. 

Are  there  any  questions  ? 

Mr.  Burke? 

Mr.  Burke.  Dr.  Beasley,  your  figures  on  1960,  could  you  give  us 
the  figures  for  1966;  how  the  birth  rate  is  going;  whether  it  is 
going  down  in  the  United  States  or  going  up  ? 

Dr.  Beasley.  Yes,  sir. 

Since  1960,  there  has  been  a  general  decrease  in  both  the  overall 
birth  rate  and  the  general  fertility  rate  in  the  country.  This  has  been 
not  a  major  decrease  but  has  been  certainly  a  downward  curve.  This 
rate  of  decrease  has  been  greater  in  the  middle  and  upper  socioeco- 
nomic groups  than  it  has  been  in  the  lower  socioeconomic  groups. 

However,  there  has  been  stabilization  and  a  slight  decrease  in  the 
birth  rate  and  general  fertility  rates  of  all  socioeconomic  groups. 

Mr.  Burke.  I  am  particularly  interested  in  the  figures  for  1966.  On 
a  year-to-year  basis.  Do  you  have  those  figures  ? 

How  does  1966  compare  with  1964 ;  and  1966  compared  with  1963  ? 

Dr.  Beasley.  I  can  provide  you  with  those  figures. 
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(The  following  information  was  supplied  for  the  record :) 

The  Advance  Report  on  Final  Natality  Statistics,  1965,  of  the  National  Center 
for  Health  Statistics  indicates  that  the  birth  rate  for  1965  was  19.4  births  per 
1000  population,  about  8  per  cent  lower  than  in  1964.  This  drop  in  the  birth  rate 
continued  a  steady  downward  trend  from  a  peak  reached  in  1957.  As  the  Com- 
mittee knows,  the  birth  rate  is  only  a  crude  index  of  reproduction  patterns  since 
it  reflects  in  a  large  part  the  proportion  of  women  of  childbearing  years  in  the 
general  population.  This  number  is  expected  to  rise  again  sharply  in  the  late 
1960's  or  early  1970's  when  the  female  population  in  the  age  groups  20-29  years, 
where  most  of  the  childbearing  is  concentrated,  will  raise  by  an  approximate 
24%.  The  birth  rate,  therefore,  can  be  expected  to  raise  again  in  the  late  1960's 
and  early  1970's  when  the  post  2nd  World  War  "baby  crop"  will  be  in  the  prime 
childbearing  years. 

The  fertility  rate,  which  represents  the  number  of  births  per  1000  women  15 
to  44  years  of  age,  and  which  is  a  much  more  accurate  index  of  reproductive 
patterns,  also  declined  to  96.6  in  1965  from  its  high  of  122.9  in  1957.  It  was, 
however,  well  above  the  low  levels  of  76  to  79  observed  during  the  period  1933-39. 

Unfortunately,  natality  statistics  are  not  kept  by  income  status,  which  is 
probably  the  most  important  determinant  of  reproductive  performance — low 
income,  low  educational  and  occupational  status  groups,  white  and  non-white 
tend  to  reproduce  themselves  at  a  higher  rate  than  the  more  advantaged  groups 
in  the  population.  Birth  statistics,  however,  are  kept  by  color  and  provide,  at 
least  indirectly,  some  indications  of  the  child  bearing  performance  of  low  in- 
come women.  It  is  important  to  note,  therefore,  that  although  the  birth  rate  of 
non-whites  also  declined  during  the  years  1957  to  1965,  it  declined  more  slowly 
than  that  of  whites.  Between  1964  and  1965,  as  between  1963  and  1964,  the 
birth  rate  for  non-white  persons  decreased  relatively  less  than  that  for  white 
persons — 5.2  per  cent  as  compared  with  8.5.  In  1965,  the  birth  rate  for  non- 
white  persons  was  51  per  cent  greater  than  that  of  white  persons. 

Although  fertility  rates  for  non-whites  are  still  approximately  40%  higher 
than  for  whites,  they  are  decreasing  somewhat  faster  among  non-whites  than 
among  whites. 

The  February  supplement  of  the  Monthly  Vital  Statistics  Report  of  the  Na- 
tional Center  for  Health  Statistics  is  hereby  submitted. 

Advance  Report  Final  Natality  Statistics,  1965,  From  the  National 
Center  for  Health  Statistics 

Registered  Births 

During  1965  there  were  3,760,358  live  births  registered  in  the  United  States,  7 
percent  fewer  than  in  1964.  (The  provisional  estimate  appearing  in  the  report 
dated  February  28,  1966,  was  3,767,000  births.)  This  is  the  first  year  since  1953 
that  the  number  of  births  dropped  below  4  million. 

Fertility  Rate 

The  1965  fertility  rate  of  96.6  births  per  1,000  women  15-44  years  of  age  con- 
tinued the  decline  from  the  peak  reached  in  1957  (fig.  1).  It  was  8  percent  be- 
low the  1964  rate  of  105.0  but  well  above  the  low  levels  of  76  to  79  observed  dur- 
ing the  period  1933-39. 

Birth  Rate 

Color  and  State—  In  1965  the  birth  rate  was  19.4  births  per  1,000  population, 
about  8  percent  lower  than  in  1964. 

The  birth  rate  of  27.6  for  nonwhite  persons  was  51  percent  greater  than  that  of 
18.3  for  white  persons  (table  1).  Between  1964  and  1965,  as  between  1963  and 
1964,  the  rate  for  white  persons  decreased  relatively  more  than  that  for  non- 
white  persons — 8.5  percent  as  compared  with  5.2. 
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Every  State  had  a  lower  birth  rate  in  1965  than  in  1964.  By  geographic  di- 
vision, the  greatest  declines  (more  than  9  percent)  were  in  the  West  North 
Central,  East  South  Central,  and  West  South  Central  Divisions.  The  New 
England  States  showed  the  least  decline,  a  little  over  5  percent. 

Age  of  Mother. — Birth  rates  declined  for  women  of  all  childbearing  ages  (fig. 
2).  The  two  age  groups  with  the  greatest  numbers  of  births  (20-24  and  25-29 
years)  had  the  greatest  decreases  in  birth  rates,  over  9  percent.  The  smallest 
decline,  3  percent,  occurred  in  the  age  group  15-19. 

Order  of  Birth. — Birth  rates  also  declined  for  all  live-birth  orders.  The 
largest  declines  from  1964  (12  and  13  percent)  occurred  for  third  through  sev- 
enth order  births  ;  the  smallest  decline  (2  percent)  occurred  for  first  order  births. 

NUMBER  OF  WOMEN  OF  CHILDBEARING  AGE 

There  were  an  estimated  38.9  million  women  aged  15-44  in  1965.  According 
to  population  projections  prepared  by  the  U.S.  Bureau  of  the  Census,  there  will 
be  about  42.3  million  women  of  childbearing  age  by  1970,  an  increase  of  about 
9  percent.1 

In  the  age  groups  20-29  years,  where  most  of  the  childbearing  is  concentrated, 
the  projected  increase  in  the  female  population  is  from  12.5  million  in  1965  to 
15.5  million  in  1970.  This  is  an  increase  of  24  percent. 

These  changes  will  tend  to  raise  annual  numbers  of  births  in  the  late  1960's  or 
early  1970's  if  age-specific  birth  rates  do  not  fall  drastically. 

SEX    RATIO   AT  BIRTH 

The  sex  ratio  at  birth  changes  very  little  from  year  to  year.  In  1965  it  was 
1,051  males  per  1,000  females.  Single  live  births  had  a  higher  sex  ratio  (1,052) 
than  did  live  births  in  plural  deliveries  (1,023). 

For  both  single  and  plural  live  births,  the  sex  ratio  of  white  births  was  higher 
than  that  of  nonwhite  births.  The  ratios  for  single  births  were  1,056  for  white 
births  and  1,029  for  nonwhite ;  for  live  births  in  plural  deliveries  the  sex  ratios 
were  1,033  and  986,  respectively. 

MULTIPLE  BIRTHS 

In  1965,  75,606  live  births  occurred  in  plural  deliveries ;  this  is  2  percent  of  all 
live  births.  The  proportion  of  births  that  occurred  in  plural  deliveries  was 
higher  for  nonwhite  births  (1  in  39)  than  for  white  births  (1  in  53). 

ILLEGITIMATE  BIRTH 

There  were  an  estimated  291,000  illegitimate  births  in  the  United  States  in 
1965.  This  estimate  is  based  on  data  from  the  34  States  and  the  District  of 
Columbia  that  require  the  reporting  of  legitimacy  status  on  the  birth  certificate. 
Although  the  proportion  of  all  births  that  were  illegitimate  increased  from  7 
percent  in  1964  to  8  percent  in  1965,  the  estimated  illegitimacy  rate  remained 
unchanged  at  23.4  illegitimate  births  per  1,000  unmarried  women  15-44  years 
of  age. 

ATTENDANT   AT  BIRTH 

Of  the  live  births  in  1965,  97.4  percent  occurred  in  hospitals  or  clinics,  0.9 
percent  were  attended  by  physicians  outside  hospitals,  and  1.5  percent  were 
attended  by  midwives  outside  hospitals. 

There  were  considerable  differences  in  these  percentages  among  geographic 
divisions  and  between  white  and  nonwhite  births.  In  five  of  the  nine  geographic 
divisions,  the  proportion  of  births  that  occurred  in  hospitals  was  over  99  percent. 
The  lowest  proportions  of  hospital  deliveries  were  in  the  South.  In  the  United 
States,  99  percent  of  the  white  births  and  90  percent  of  the  nonwhite  births 
occurred  in  hospitals.  Midwives  attended  fewer  than  1  percent  of  white  births 
but  over  7  percent  of  nonwhite  births. 

WEIGHT    AT  BIRTH 

For  the  fourth  consecutive  year,  the  median  weight  at  birth  of  all  live  births 
was  3,290  grams,  or  about  7  pounds,  4  ounces. 


1  U.S.  Bureau  of  the  Census:  Revised  projections  of  the  population  of  the  United  States 
by  age  and  sex  to  1985.    Current  Population  Reports,  Series  P-25,  No.  329,  March  1966. 
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Babies  who  weigh  2,500  grams  (5  pounds,  8  ounces)  or  less  at  birth  are  denned 
as  immature  by  the  World  Health  Organization.  About  8  percent  of  all  live 
births  in  1965  were  classified  as  immature. 

Nonwhite  births  had  a  lower  median  weight  than  white  births,  3,130  grams  as 
compared  with  3,320  grams.  The  proportion  of  nonwhite  births  classified  as 
immature  (13.8  percent)  was  nearly  twice  that  of  white  births  (7.2  percent). 


Figure  2.  BIRTH  RATES  BY  AGE  OF  MOTHER:  UNITED  STATES, 

1940-65 

(Beginning  1959  trend  lines  are  based  on  registered  live  births;  trend  lines  for  1910-59  are  based  on  live 
births  adjusted  for  underregistration) 

400  I  :  :  1 
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Table  1. — Live  births,  birth  rates,  and  fertility  rates,  by  color:  United  States,  1950 

and  1957-65 

[Alaska  included  beginning  1959,  and  Hawaii,  1960.  Based  on  a  50-percent  sample  of  births  for  all  years 
except  1950,  which  is  total  count.  Birth  rates  per  1,000  population  residing  in  area  for  specified  group. 
Fertility  rates  per  1,000  women  aged  15-44  years  in  specified  group.  Rates  for  1950  and  1930  are  based  on 
population  enumerated  as  of  Apr.  1 ;  for  all  other  years,  on  population  estimated  as  of  July  1 .  Rates  for 
1961-64  have  been  recomputed,  based  on  revised  populations] 


Year 

Number 

Birth  rate 

Fertility  rate 

Total 

White 

Non- 
white 

Total 

White 

Non- 
white 

Total 

White 

Non- 
white 

REGISTERED  BIRTHS 

1965  

3,760,358 

3, 123, 860 

636, 498 

19.4 

18.3 

27.6 

96.6 

91.4 

133.9 

1964  

4, 027, 490 

3,369,160 

658,330 

21.0 

20.0 

29.1 

105.0 

99.9 

141.7 

1963  i  

4,  098,  020 

3,326,344 

638, 928 

21.7 

20.7 

29.7 

108.5 

103.7 

144.9 

1962  i  

4, 167, 362 

3, 394,  068 

641,580 

22.4 

21.4 

30.5 

112.2 

107.5 

148.8 

1961  

4, 268, 326 

3, 600, 864 

667, 462 

23.3 

22.2 

31.6 

117.2 

112.2 

153.5 

1960  

4,257,850 

3, 600, 744 

657,106 

23.7 

22.7 

32.1 

118.0 

113.2 

153.6 

1959  

4, 244, 796 

3,597,430 

647,366 

24.0 

22.9 

32.9 

118.8 

113.9 

158.0 

BIRTHS  ADJUSTED  FOR 

UNDERREGISTRATION  2 

1959  

4, 295,  000 

3, 622, 000 

673, 000 

24.3 

23.1 

34.2 

120.2 

114.6 

162.2 

1958  

4, 255, 000 

3, 598, 000 

657,  000 

24.5 

23.3 

34.3 

120.2 

114.9 

160.5 

1957  

4, 308,  000 

3, 648,  000 

660, 000 

25.3 

24.0 

35.3 

122.9 

117.7 

163.0 

1950  

3,632,000 

3,108,  000 

524,  000 

24.1 

23.0 

33.3 

106.2 

102.3 

137.3 

1  Figures  by  color  exclude  data  for  residents  of  New  Jersey. 

2  Figures  rounded  to  nearest  thousand. 


Table  2. — Live  births  by  color,  and  birth  rates,  United  States,  each  division  and 

State,  1965 

[By  place  of  residence.  Based  on  a  50-percent  sample  of  births.   Rates  per  1,000  estimated  midyear  popu- 
lation in  each  area] 


Division  and  State 


Number 


Total 


White 


Nonwhite 


United  States. 


New  England  

Maine  

New  Hampshire. 

Vermont  

Massachusetts.... 

Rhode  Island  

Connecticut  

Middle  Atlantic  

New  York  

New  Jersey  

Pennsylvania- 

East  North  Central. 

Ohio  

Indiana  

Illinois  

Michigan  

Wisconsin  

West  North  Central- 
Minnesota  

Iowa  

Missouri  

North  Dakota... 
South  Dakota... 

Nebraska  

Kansas  


3, 760, 358 


213, 130 
19, 754 
13, 038 
8, 136 
100,  530 
17,324 
54, 348 
665,404 
335, 628 
125, 194 
204,  582 
751, 426 
195,390 
98, 076 
208, 188 


82, 
297, 
70, 
50, 
81, 
13, 
13, 
27, 
39. 


964 

150 

746 

988 

374 

200 

884  | 

728 

230  I 


3, 123, 860 


636, 498 


202, 362 
19,  508 
12,946 
8, 108 
96, 092 
16,  538 
49, 170 
565,  716 
280, 666 
104,  590 
180, 460 
659, 908 
174,404 
89, 810 
170,  284 
146,  208 
79,  202 
275,  282 
69, 054 
50, 026 
68,  742 
12,  504 
12, 388 
26,  280 
36.  288 


10,  768 
246 
92 
28 
4,438 
786 
5, 178 
99,688 
54,  962 
20,  604 
24, 122 
91,  518 
20,986 
8,  266 
37,904 
20, 600 
3,  762 
21, 868 
1,692 
962 
12, 632 
696 
1,496 
1,448 
2, 942 
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Table  2. — Live  births  by  color,  and  birth  rates,  United  States,  each  division  and 

State,  1 965— Continued 

[By  place  of  residence.   Based  on  a  50-percent  sample  of  births.   Rates  per  1,000  estimated  midyear  popu- 
lation in  each  area] 


Division  and  State 


South  Atlantic  

Delaware  

Maryland  

District  of  Columbia 

Viriginia  

West  Virginia  

North  Carolina  

South  Carolina  

Georgia  

Florida   

East  South  Central  

Kentucky  

Tennessee  

Alabama  

Mississippi  

West  South  Central  

Arkansas  

Louisiana  

Oklahoma  

Texas  

Mountain  

Montana  

Idaho  

Wyoming  

Colorado  

New  Mexico  

Arizona  

Utah  

Nevada  

Pacific  

Washington  

Oregon  

California  

Alaska  

Hawaii  


Number 


Total 


575, 486 
10, 686 
73, 796 
18,  040 
89,  042 
32, 108 
97, 664 
52,  922 
94, 450 
106,  778 
257,  596 
61,  564 
73, 050 
70,  642 
52,  340 
375,  032 
36,  746 
79, 672 
42,  906 
215,  708 
160,  358 
13,  638 
13,  370 

6,  572 
36,  784 
24, 310 
33. 922 
22,294 

9, 468 
464,  776 
52, 812 
32, 988 
355,  592 

7,  064 
16, 320 


White 


401, 698 
8, 506 
57,  340 
3,  954 
66, 954 
30,  472 
66, 330 

30,  630 
60,  092 
77, 420 

181, 750 
56,  278 
56, 412 
44, 820 
24,  240 

290, 146 
25, 750 
47,  602 
36, 288 

180,  506 

145,  390 
12, 394 
13,004 
6,  288 
34,  900 
20, 918 
27, 964 
21,  646 
8,  276 

401,  608 
49,  460 

31,  712 
310,  710 

4,704 
5,  022 


Nonwhite 


173,  788 
2, 180 
16, 456 
14,  086 
22,  088 
1,636 

31,  334 
22,  292 
34, 358 
29,  358 
75, 846 

5,286 
16,  638 
25, 822 
29, 100 
84,  886 
10, 996 

32,  070 
6, 618 

35,  202 

14, 968 
1,244 
366 
284 
1,884 
3, 392 
5, 958 
648 
1,192 

63, 168 
3, 352 
1,  276 

44,882 
2, 360 

11,  298 
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Table  3. — Births  by  age  of  mother,  live-birth  order,  and  color:  United  States,  1965 


[Based  on  a  50-percent  sample  of  births.   Live-birth  order  refers  to  number  of  children  born  alive  to  mother. 
Figures  for  age  of  mother  not  stated  are  distributed] 


Age  of  mother 

Live-birth  order  and 

color 

Total 

Under 

15  to  19 

20  to  24 

25  to  29 

30  to  34 

35  to  39 

40  to  44 

45  to  49 

15  years 

years 

years 

years 

years 

years 

years 

years 

Total  .   

6,  7oU,  ooo 

7,  768 

enrv  qcia 

oyu,  oy4 

1,  667,  00U 

925,  732 

529,  376 

OQO  Oflv 

ial,  yUo 

81,  716 

4,  614 

1st  child  

1,  257,  386 

7, 434 

432,  228 

515,  740 

140,  368 

40,  536 

16,  784 

4,  098 

198 

2d  child  

909,  822 

312 

124,  356 

448,  538 

229  946 

74  092 

26,  326 

6,  000 

252 

3d  child  

646,  022 

12 

27,  602 

225,  774 

ZZo,  Oil 

1  HQ  QQfi 

iuy,  yyo 

43,  848 

9,  802 

414 

4th  child 

415,  802 

2 

5,  272 

93,  788 

152  724 

yoo 

48,  718 

11,838 

522 

5th  child 

248,  474 

746 

35, 168 

85  028 

73  926 

41,  588 

11, 464 

554 

6th  child 

147,  232 

114 

11,  730 

45^  678 

48!  904 

3l!  072 

9,  222 

512 

7th  child 

87,  604 

34 

3,  616 

23,  080 

31,  346 

22',  060 

7,  098 

370 

8th  child  and  over  

142!  284 

28 

1,'326 

18,  652 

46,  598 

5L888 

22',  006 

1,786 

Not  stated..             :  .. 

5,  732 

8 

514 

1,  670 

1,682 

1,040 

624 

188 

6 

White 

6,  lzo,  ooU 

2,  444 

443,  754 

1     1  Q1  AO/I 

791,  250 

446, 180 

2oo,  55/ 

CO  OQO 

bo,  661 

3,  724 

1st  child  

987,  356 

2,  370 

341,  520 

461,  784 

126  572 

36  116 

15,  086 

3,  732 

176 

2d  child  

783,  328 

68 

84,  954 

392,  804 

9HQ  Qfifi 

gg'  43Q 

23,  458 

5, 400 

228 

3d  child 

552,  974 

2 

14,  636 

182,  540 

9flfi  34.fi 

100  244 

39,  838 

8,  998 

370 

4th  child 

346^  354 

2 

2,  042 

65^  734 

1  "ifi  AQO 

lou,  oyu 

92  420 

44',  224 

lo!  774 

468 

5th  child 

'  196,982 

214 

20, 156 

DO,  OUZ 

63  452 

36,  814 

10,  264 

480 

6th  child 

109,  482 

28 

5, 438 

30  244 

39  032 

26,  292 

7,  996 

452 

7th  child 

59  830 

18 

1,  280 

12!  540 

22',  260 

17,  508 

5,  898 

326 

8th  child  and  over 

82',  698 

10 

442 

7,804 

25,  30S 

32!  808 

15,'  108 

1,218 
6 

Not  stated            _..  . 

4,  856 

2 

332 

1,446 

1,466 

918 

524 

162 

Nonwhite   . 

636, 498 

5,324 

147, 140 

205,  726 

134, 482 

83, 196 

46,  356 

13,  384 

890 

1st  child  

170,  030 

5,  064 

90,  708 

53, 956 

13,  796 

4,  420 

•    1, 698 

366 

22 

2d  child  

126,  494 

244 

39, 402 

55,  734 

19,  960 

7,  662 

2,  868 

600 

24 

3d  child  

93,  048 

10 

12,  966 

43, 234 

22, 228 

9,  752 

4,  010 

804 

44 

4th  child  

69,  448 

3,  230 

28,  054 

22,  034 

10,  518 

4, 494 

1,064 

54 

5th  child  

51,  492 

532 
86 

15,  012 

19,  426 

10,  474 

4,  774 

1,200 

74 

6th  child  

37,  750 

6,292 

15,  434 

9,  872 

4,780 

1,226 

60 

7th  child  

27,  774 

16 

2,  336 

10,  540 

9,  086 

4,  552 

1,200 

44 

8th  child  and  over  .  . 

59,  586 

18 

884 

10,  843 

21,  290 

19,  080 

6,  898 

568 

Not  stated  

876 

6 

182 

224 

216 

122 

100 

26 
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Table  4. — Birth  rates  by  age  of  mother,  live-birth  order,  and  color:  United  States, 

1965 

[Based  on  a  50-percent  sample  of  births.  Rates  are  live  births  per  1,003  women  in  specified  age  and  color 
groups,  estimated  as  of  July  1.  Live-birth  order  refers  to  number  of  children  born  alive  to  mother. 
Figures  for  both  age  of  mother  and  births  of  order  not  stated  are  distributed] 


Age  of  mother 


Live-  birth  order  and  color 

years  1 

10  to  14 

years 

15  to  19 

years 

20  to  24 
years 

25  to  29 
years 

30  to  34 
years 

35  to  39 
years 

40  to  44 

years 

45  to  49 
years 

Total  

96.6 

0.8 

70.4 

196.8 

162.5 

95.0 

46.4 

12. 8 

0.8 

1st  child 

29.8 

0 

51.5 

76.0 

24.  7 

7.3 

2. 8 

.  6 

0 

2d  child  

23.4 

0 

14.8 

66.1 

40.4 

13.3 

4.3 

.9 

0 

3d  child  

16.6 

0 

3.3 

33.3 

40.  2 

19.8 

7.  2 

1.  5 

.  1 

4th  child.  _ 

10.  7 

0 

.  6 

13.8 

26. 9 

18.  5 

8.  0 

1.  9 

.  1 

5th  child             -    .  . 

6.  4 

.  1 

5. 2 

15. 0 

13. 3 

6. 8 

1. 8 

.  1 

6th  and  7th  child  

6.0 

0 

2.  3 

12.1 

14. 4 

8.  7 

2. 6 

.  2 

8th  child  and  over. . . 

3.  7 

0 

.  2 

3.  3 

8. 4 

8.  5 

3.  5 

.  3 

White            -   _  - 

91.4 

.  3 

60.  7 

189.8 

158.8 

91.7 

44.1 

12.0 

.  7 

1st  child..-  _ 

28.9 

.3 

46.7 

77.6 

25.5 

7.4 

2.8 

.7 

0 

2d  child  -  

23.0 

0 

11.6 

66.0 

42.2 

13.7 

4.4 

1.0 

0 

3d  child  

16.2 

0 

2.0 

30.7 

41.5 

20.6 

7.4 

1.6 

.1 

4th  child  

10.2 

0 

.3 

11.0 

26.3 

19.0 

8.3 

1.9 

.1 

5th  child  

5.8 

0 

3.4 

13.2 
8.6 

13.1 

6.9 

1.8 

.1 

6th  and  7th  child  

5.0 

0 

1.1 

12.6 

8.2 

2.5 

.1 

8th  child  and  over.  -  - 

2.4 

0 

.1 

1.6 

5.2 

6.1 

2.7 

.2 

Nonwhite   

133.9 

4.0 

136.1 

247.3 

188.1 

118.3 

63.8 

19.2 

1.5 

1st  child  

35.8 

3.8 

84.0 

64.9 

19.3 

6.3 

2.3 

.5 

0 

2d  child  

26.6 

.2 

36.5 

67.1 

28.0 

10.9 

4.0 

.9 

0 

3d  child  

19.6 

0 

12.0 

52.0 

31.1 

13.9 

5.5 

1.2 

.1 

4th  child  

14.6 

3.0 

33.8 

30.9 

15.0 

6.2 

1.5 

.1 

5th  child  

10.8 

.5 

18.1 

27.2 

14.9 

6.6 

1.7 

.1 

6th  and  7th  child  

13.8 

.1 

10.4 

36.4 

27.0 

12.9 

3.5 
9.9 

.2 

8th  child  and  over  

12.6 

0 

1.1 

15.2 

30.3 

26.3 

.9 

Rates  computed  by  relating  total  births,  regardless  of  age  of  mother,  to  women  aged  15  to  44  years. 


Table  5. — Live  births  by  sex,  and  sex  ratio  at  birth,  by  color:  United  States, 

1950  and  1957-65 


[Alaska  included  beginning  1959,  and  Hawaii,  1960.   Based  on  a  50-percent  sample  of  births 
for  all  years  except  1950,  which  is  total  count] 


Total 

White 

Nonwhite 

Year 

Males 

Males 

Males 

Male 

Female 

per 

Male 

Female 

per 

Male 

Female 

per 

1,000 

1,000 

1,000 

females 

females 

females 

REGISTERED 

BIRTHS 

1965—  

1,927, 054 

1,833,304 

1,051 

1,604,422 

1,519, 438 

1,056 

322, 632 

313 

866 

1,028 

1964  

2,060,162 

1,967,328 

1,047 

1,  727, 416 

1,641,744 

1,052 

332, 746 

325, 

584 

1,022 

1963  i  

2,101,632 

1,996, 388 

1,053 

1, 709, 174 

1,617,170 

1,057 

324, 206 

314, 

722 

1,030 

1962  i  

2, 132, 466 

2,  034, 896 

1,048 

1,  740, 358 

1,653,710 

1,052 

324, 572 

317, 

008 

1,024 

1961  

2, 186, 274 

2,  082,  052 

1,050 

1,848,  794 

1,  752,  070 

1,055 

337, 480 

329, 

982 

1,023 

1960  

2,179,708 

2, 078, 142 

1,049 

1,848,192 

1,752,552 

1,055 

331,516 

325, 

590 

1,018 

1959  

2, 173, 638 

2,071,158 

1,049 

1,846,240 

1,751,190 

1,054 

327,398 

319, 

968 

1,023 

BIRTHS  ADJUSTED 

FOR  UNDER- 

REOISTRATION 

1959—  

2,199, 000 

2,  096,  000 

1,049 

1,859,  000 

1,763,000 

1,054 

340, 000 

332, 

000 

1,024 

1958  

2, 179,  000 

2, 076, 000 

1,050 

1,846,  000 

1,752,000 

1,054 

332, 000 

325, 

000 

1,022 

1957—  

2, 207,  000 

2,101,000 

1,050 

1,873,  000 

1,775,  000 

1,055 

334,  000 

326, 

000 

1,025 

1950—  

1,863,000 

1,768,  000 

1,054 

1,599,000 

1,510,  000 

1,058 

265,  000 

259, 

000 

1,025 

1  Figures  by  color  exclude  data  for  residents  of  New  Jersey. 
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Table  6. — Birth  rates,  by  age  of  mother,  United  States,  1940-65 

[Alaska  included  beginning  1959,  and  Hawaii,  1960.  Birth  rates  are  live  births  per  1,000  women  in  specified 
group,  enumerated  as  of  Apr.  1  for  1940, 1950,  and  1960  and  estimated  as  of  July  1  for  all  other  years/  Rates 
for  1961-64  have  been  recomputed,  based  on  revised  populations.  Figures  for  age  of  mother  not  stated 
are  distributed] 


Year 

15  to  44 

years  * 



Age  of  mother 

10  to  14 

years 

15  to  19 

years 

20  to  24 
years 

25  to  29 
years 

30  to  34 
years 

35  to  39 
years 

40  to  44 
years 

45  to  49 
years 

REGISTERED  FIRTHS 









1965  2 

93  6 

0.  8 

70.  4 

196.  8 

162.  5 

95. 0 

45. 4 

12.  8 

0.8 

1964  2 

1UO.  u 

.  9 

72.  8 

219.  9 

179.  4 

103. 9 

50. 0 

13. 8 

.  8 

1963  2 

108  5 

.  9 

76.  4 

231.  2 

185.  8 

106.  2 

51.  3 

14.  2 

.  9 

1962  2 

1  1  o  o 

.  8 

81.  2 

243.  7 

191.  7 

108. 9 

52.  7 

14.  8 

.  9 

1961  2 

117  2 

.  9 

88. 0 

253.  7 

197.  9 

113.  3 

55.  6 

15.  6 

.  9 

1  QAO  2 

118.  U 

.  8 

89. 1 

258. 1 

197. 4 

112.  7 

56.  2 

15.  5 

.  9 

1959  2 

110  c 
lift.  8 

.  9 

89. 1 

257.  6 

198.  6 

114.  4 

57.3 

15. 3 

.  9 

BIRTHS  ADJUSTED  FOR 

UNDERRE  GIST  RATION 

1959  2 

120  2 

.  9 

90. 4 

260. 1 

200.  5 

115.  6 

58.  2 

15.  5 

1. 1 

1958  2 

120  2 

.9 

91.4 

258.2 

198.3 

116.2 

58.3 

15.7 

.9 

1957  2 

122.  9 

1  0 

96. 3 

260.  6 

199.  4 

118.  9 

59  9 

16  3 

1. 1 

1956  2 

1 01  9 

L0 

94^6 

253.'  7 

194.'  7 

117^3 

59^3 

16!  3 

L0 

1955  

118.5 

.9 

90.5 

242.0 

190.5 

116.2 

58.7 

16.1 

1.0 

1954  2.   

118.1 

.9 

90.6 

236.2 

188.4 

116.9 

57.9 

16.2 

1.0 

1953  2  

115.2 

1.0 

88.2 

224.6 

184.1 

113.4 

56.6 

15.8 

1.0 

1952  2  

113.9 

.9 

86.1 

217.6 

182.0 

112.6 

55.8 

15.5 

1.3 

1951  2  

111.5 

.9 

.  87.6 

211.6 

175.3 

107.9 

54.1 

15.4 

1.1 

1950  

106.2 

1.0 

81.6 

196.6 

166.1 

103.7 

52.9 

15.1 

1.2 

1949  

107.1 

1.0 

83.4 

200.1 

165.4 

102.1 

53.5 

15.3 

1.3 

1948  

107.3 

1.0 

81.8 

200.3 

163.4 

103.7 

54.5 

15.7 

1.3 

1947  

113.3 

.9 

79.3 

209.7 

176.0 

111.9 

58.9 

16.6 

1.4 

1946  

101.9 

.7 

59.3 

181.8 

161.2 

108.9 

58.7 

16.5 

1.5 

1945  

85.9 

.8 

51.1 

138.9 

132.2 

100.2 

56.9 

16.6 

1.6 

1944  

88.8 

.8 

54.3 

151.8 

136.5 

98.1 

54.6 

16.1 

1.4 

1943  

94.3 

.8 

61.7 

164.0 

147.8 

99.5 

52.8 

15.7 

1.5 

1942  

91.5 

.7 

61.1 

165.1 

142.7 

91.8 

47.9 

14.7 

1.6 

1941  

83.4 

.7 

56.9 

145.4 

128.7 

85.3 

46.1 

15.0 

1.7 

1940  

79.9 

.7 

54.1 

135.6 

122.8 

83.4 

46.3 

15.6 

1.9 

1  Rates  computed  by  relating  total  births,  regardless  of  age  of  mother,  to  women  aged  15  to  44  years. 

2  Based  on  a  50-percent  sample  of  births. 


Table  7. — Median  weight  and  percent  immature  for  live  births,  by  color:  United 
States,  each  division  and  State,  1965 


[By  place  of  residence.  Based  on  a  50-percent  sample  of  births.  Figures  for  birth  weight  not  stated  are 
distributed.  The  median  is  the  value  which  divides  a  distribution  into  two  equal  parts,  one-half  the  values 
being  less  than  the  median  and  one-half  being  more] 


Division  and  State 

Median  weight  in  grams  1 

Percent  immature  (2,500  grams 
or  less) 2 

Total 

White 

Non- 

Total 

White 

Non- 

white 

white 

United  States                 ...  - 

3,  290 

3, 320 

3,130 

8.3 

7.2 

13.8 

New  England   ..     

3,280 

3,290 

3, 120 

8.0 

7.6 

13.9 

Maine                   ...  . 

3, 320 

3, 320 

3, 130 

7.3 

7.2 

9.8 

New  Hampshire.-  . 

3, 300 

3, 300 

3, 160 

7.8 

7.8 

6.5 

Vermont                      -  .  - 

3,  280 

3,280 

3, 310 

7.6 

7.7 

Massachusetts    

3,280 

3,290 

3, 140 

7.8 

7.5 

13.0 

Rhode  Island.    -     .    -  -  --  ... 

3,290 

3, 300 

3,080 

8.2 

7.8 

15.5 

Connecticut  - 

3,  270 

3,280 

3, 090 

8.5 

7.9 

14.7 

Middle  Atlantic  

3,260 

3,290 

3,080 

8.5 

7.3 

15.6 

New  York  .       _  -         -  - 

3,240 

3,  270 

3,090 

8.9 

7.6 

15.4 

New  Jersey...             _  -  .  ------ 

3,  270 

3,  310 

3, 100 

8.3 

7.0 

15.0 

Pennsylvania..  ...... 

3,290 

3, 320 

3, 060 

8.1 

6.9 

16.5 

East  North  Central   .. 

3, 310 

3, 340 

3,110 

7.8 

6.9 

14.5 

Ohio  

3, 300 

3,330 

3,090 

7.9 

7.1 

14.7 

Indiana...  ...       -     .  -    . 

3, 330 

3,  350 

3, 120 

7.3 

6.8 

13.3 

Illinois         ._    -     _  -  -     -  .- 

3, 300 

3,  340 

3, 110 

8.2 

6.8 

14.5 

Michigan           .  .  ...   

3, 320 

3, 350 

3,110 

7.9 

6.9 

14.8 

Wisconsin..   .. 

3, 350 

3,  350 

3, 170 

6.9 

6.5 

14.1 

See  footnotes  at  end  of  table. 
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Table  7. — Medium  weight  and  percent  immature  for  live  births,  by  color:  United 
States,  each  division  and  State,  1965 — Continued 


Division  and  State 


Median  weight  in  grams 


Percent  immature  (2,500  grams 
or  less)  2 


Dotal 

White 

Non- 
white 

Total 

White 

Non- 
white 

3, 350 

3, 370 

3, 150 

6.9 

6.3 

13.5 

3, 380 

3, 380 

3, 250 

6.1 

6.1 

9.3 

3, 380 

3,390 

3, 180 

6.2 

6.1 

13.4 

3, 310 

3,  350 

3, 100 

8.1 

6.7 

15.4 

3, 350 

3,  350 

3, 400 

6.2 

6.3 

5.8 

3,  360 

3, 360 

3, 360 

6.3 

6.1 

7.8 

3,340 

3,  350 

3, 160 

6.8 

6.5 

12.5 

3,  330 

3, 350 

3, 170 

6.9 

6.5 

13.0 

3,  250 

3,  310 

3, 130 

9.4 

7.6 

13.7 

3,  270 

3, 320 

3,  070 

9.4 

8.0 

14.8 

3,  250 

3, 300 

3,  070 

9.4 

7.7 

15.5 

3,120 

3,  260 

3,080 

12.6 

7.8 

13.9 

3,  260 

3,  300 

3, 140 

8.9 

7.5 

13.2 

3,  290 

3,  300 

3, 120 

8.7 

8.4 

13.4 

3,  250 

3, 300 

3, 130 

9.5 

7.7 

13.4 

3,  250 

3,310 

3, 160 

9.6 

7.2 

12.9 

3,  250 

3, 320 

3, 130 

9.7 

7.3 

13.9 

3, 260 
3,  280 

3,310 

3, 140 

9.2 

7.5 

13.7 

3, 330 

3, 160 

9.1 

7.3 

13.3 

3, 300 

3, 320 

3, 100 

8.1 

7.5 

14.4 

3,  270 

3, 320 

3, 100 

9.4 

7.7 

15.2 

3,  290 

3, 340 

3, 190 

9.0 

7.0 

12.5 

3, 260 

3, 340 

3, 190 

9.9 

6.8 

12.6 

3,  270 

3, 310 

3, 140 

8.8 

7.3 

13.8 

3,  280 

3,  320 

3, 190 

8.7 

7.2 

12.0 

3,  230 

3, 310 

3,110 

10.1 

7.2 

14.4 

3, 300 

3, 320 

3,  210 

7.7 

7. 1 

11.1 

3,  270 

3, 300 

3, 130 

8.5 

7.4 

14.4 

3, 230 

3,  240 

3,170 

8.8 

8.6 

10.7 

3,  270 

3,  270 

3, 320 

8.5 

8.5 

8.7 

3, 300 

3, 310 

3, 190 

7.3 

7.2 

7.8 

3,  220 

3,  220 

3,  210 

8.4 

8.3 

12.1 

3, 170 

3, 170 

2, 990 

10.4 

10.1 

15.2 

3, 180 

3, 180 

3,170 

10.0 

10.0 

9.6 

3,  270 

3,  280 

3,  200 

7.8 

7.4 

9.9 

3,  280 

3,280 

3,  200 

7. 1 

7.0 

11. 1 

3,  220 

3,230 

3, 140 

9.7 

9.1 

13.8 

3,310 

3, 330 

3, 170 

7.4 

6.7 

11.4 

3, 330 

3, 340 

3, 190 

6.8 

6.5 

11.3 

3, 360 

3, 370 

3,  220 

6.5 

6.3 

11.9 

3, 300 

3, 330 

3, 160 

7.5 

6.8 

12.0 

3, 350 

3, 370 

3, 330 

6.  6, 

6.3 

7.4 

3,  200 

3,280 

3, 160 

8.8 

7.3 

9.4 

West  North  Central  

Minnesota  

Iowa  

Missouri  

North  Dakota  

South  Dakota  

Nebraska  

Kansas  

South  Atlantic  

Delaware  

Maryland  

District  of  Columbia 

Virginia  

West  Virginia  

North  Carolina  

South  Carolina  

Georgia  

Florida  

East  South  Central  

Kentucky  

Tennessee  

Alabama.   

Mississippi  

West  South  Central  

Arkansas  

Louisiana  

Oklahoma  

Texas  

Mountain  

Montana  

Idaho  

Wyoming  

Colorado  

New  Mexico  

Arizona  

Utah  

Nevada  

Pacific  

Washington  

Oregon  

California  

Alaska  

Hawaii  


1  The  weight  group  3,001-3,500  grams  is  equivalent  to  6  pounds  10  ounces-7  pounds  11  ounces.  Median 
computed  to  nearest  10  grams. 

2  The  weight  group  2,500  grams  or  less  is  equivalent  to  5  pounds  8  ounces  or  less. 


Mr.  Burke.  The  reason  I  am  asking  those  questions  is  that  I  lis- 
tened to  a  television  program  about  a  week  ago  on  one  of  the  local 
hospitals  down  here.  They  showed  about  one-third  of  the  beds  in  the 
maternity  ward  being  empty  and  the  doctor  indicating  that  if  this 
trend  were  to  continue  it  might  even  result  in  the  closing  of  the  mater- 
nity ward. 

I  don't  know  whether  the  trend  is  to  a  decrease  in  births. 

Dr.  Gtltttm acher.  In  the  provisional  rate  I  think  they  give  out  now 
for  1966  it  is  between  18  and  19  per  thousand.  In  1957,  as  recently  as 
that,  our  rate  was  around  26  per  thousand.  So  the  rate  has  come  down 
from  26  per  thousand  to  about  18  to  19. 

Now,  there  are  many  factors  that  have  to  do  with  this  rate.  One  is 
that  this  hit  the  war  depression  years  w^hen  there  were  not  so  many 
people  available  to  produce  children.  The  fertility  rate  has  not  come 
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down  quite  as  markedly  as  the  birth  rate  has  come  down,  but  that  has 
come  down  to  a  substantial  degree,  also. 

I  think  this  is  a  very  valid  observation,  that  we  are  having  now  a 
birth  rate  almost  as  low  as  we  had  in  the  depression  years. 

Mr.  Burke.  You  say  that  the  birth  rate  for  those  in  the  lower  eco- 
nomic bracket  has  not  dropped  ? 

Dr.  Gtjttmacher.  It  has  in  the  middle  and  upper  income  brackets. 

Dr.  Beasley.  And  it  is  at  a  considerably  higher  level.  For  in- 
stance, the  general  fertility  rate  which  is  a  more  accurate  measurement 
of  what  is  going  on  in  current  times,  is  roughly  75  to  80  percent  higher 
in  the  lower  socioeconomic  group  in  New  Orleans  than  in  the  middle 
and  upper  socioeconomic  group. 

Mr.  Burke.  Thank  you. 

Mr.  Schneebeli.  Dr.  Guttmacher,  is  yours  the  largest  organization 
in  the  country  concerned  with  this  area  of  interest  ?  Is  yours  the  or- 
ganization that  we  generally  hear  about  in  terms  of  family  planning, 
population  control  ? 

Dr.  Guttmacher.  That  is  correct. 

Mr.  Schneebeli.  You  also  work  on  a  worldwide  basis  ? 

Dr.  Guttmacher.  The  United  States  is  affiliated  with  42  other  na- 
tions in  international  planned  parenthood.  We  are  simply  one  of  42 
nations  working  out  of  London,  with  London  headquarters. 

Mr.  Schneebeli.  Who  is  concerned  in  this  country  with  regard  to 
legislation  we  might  have  on  foreign  population  control  or  informa- 
tion, let  us  say,  in  India  where  this  is  a  greater  problem  ? 

Dr.  Guttmacher.  Of  course,  there  are  population  officers  connected 
with  the  State  Department,  Mr.  Claxton.  You  have  a  population  of- 
fice connected  with  the  AID.  So  that  our  own  Government  has  a 
great  deal  of  information  in  this  area. 

Mr.  Schneebeli.  Is  your  organization  more  or  less  international  in 
character  ? 

Dr.  Guttmacher.  Ours  is  national. 

Mr.  Schneebeli.  I  notice  you  say  that  you  provide  planning  serv- 
ices to  approximately  300,000  women. 
Dr.  Guttmacher.  Yes. 

Mr.  Schneebeli.  Isn't  that  a  rather  limited  amount,  actually  t 

Dr.  Guttmacher.  Yes,  sir;  very  limited.  There  are  about  5  mil- 
lion women  who  are  medically  dependent,  of  reproductive  age,  who 
therefore  must  get  birth  control  from  some  public  facility. 

About  300,000  are  now  getting  this  from  from  us  and  about  400,000 
are  getting  it  from  tax-supported  facilities.  . 

Mr.  Schneebeli.  That  leads  me  to  my  next  question:  What  is 
your  annual  budget  and  where  do  you  get  your  funds  ?  _ 

Dr.  Guttmacher.  Our  annual  budget  which  we  spend— I  have  to 
break  it  down— affiliates  throughout  the  country.  There  is  about  $12 
million  total  that  the  affiliates  spend.  Then  we  have  a  national  pro- 
gram and  half  the  money  we  raise  goes  into  the  overseas  work  to 
help  the  world  situation  and  half  is  spent  in  the  United  States. 

We  raise  about  $2.4  million. 

Mr.  Schneebeli.  From  whom  do  you  get  your  money  t 
Dr.  Guttmacher.  Namely  foundations  and  individuals. 
Mr.  Schneebeli.  Contributions. 
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Dr.  Guttmacher.  Yes. 

Mr.  Schneebeli.  None  of  it  is  Government  money? 

Dr.  Guttmacher.  None  at  all.  Not  in  this  country.  Governments 
do  give  to  international  planned  parenthood.  The  United  States 
does  not. 

Mr.  Schneebeli.  If  you  had  a  larger  budget,  would  you  provide 
services  to  more  people?    Is  this  your  limitation? 

Dr.  Guttmacher.  Yes,  I  think  that  is  one  factor.  Of  course,  what 
we  think  is  that  birth  control,  modern  contraception  is  a  normal  pub- 
lic health  exercise.  It  should  be  given  by  tax-supported  medical 
facilities. 

Therefore,  we  are  particularly  anxious  that  tax-supported  facilities 
like  Dr.  Beasley's  excellent  institution,  like  your  own  health  depart- 
ment here  in  Washington,  should  do  more  and  more. 

In  the  meantime,  we  have  to  take  up  the  slack.  I  think  the  logical 
thing  to  do  is  to  have  this  finally  supported  by  tax  money. 

Mr.  Schneebeli.  Of  the  information  being  dispensed  by  various 
groups,  what  percent  comes  from  the  private  foundation  and  what 
percent  from  the  public  area? 

Dr.  Guttmacher.  I  would  say  we  give  40  percent  and  the  public 
gives  about  60  percent. 

Mr.  Schneebeli.  I  am  talking  about  the  dissemination  of  informa- 
tion relative  to  birth  control.  Is  most  of  that  done  through  the 
private  foundation? 

Dr.  Guttmacher.  You  mean  not  patient  but  educating  the  public? 

Mr.  Schneebeli.  Through  your  centers. 

Dr.  Guttmacher.  I  think  we  carry  the  main  burden  there. 

Mr.  Schneebeli.  Because  the  Federal  area  is  a  rather  controversial 
area. 

Dr.  Guttmacher.  I  would  not  say  that,  sir. 

Dr.  Beasley.  Of  course,  I  am  working  with  a  private  university 
and  the  State,  Tulane  University.  In  our  activity  we  work  closely 
with  the  State  Board  of  Health  of  Louisiana,  the  State  government, 
and  various  community  organizations. 

We  have  been  running  a  pilot  infant  and  maternal  care  and  family 
planning  program  in  one  parish  in  Louisiana  in  the  past  14  months. 
On  the  research  aspect  of  this,  the  funds  were  provided  by  the  Re- 
search Division  of  the  Children's  Bureau. 

Mr.  Schneebeli.  Of  the  State  ? 

Dr.  Beasley.  No,  of  the  U.S.  Children's  Bureau,  research  grants 
to  Tulane  University  School  of  Medicine  as  project  director. 

Mr.  Schneebeli.  Most  of  this  is  directed  to  the  care  of  infants  after 
they  arrive  rather  than  dissemination  of  information  on  birth  control? 

Dr.  Beasley.  This  project  was  one  which  in  one  rural  parish  we 
were  interested  in  seeing  if  we  could  bring  down  infant  mortality 
and  maternal  mortality,  stillbirths  and  rates.  One  of  the  things  we 
have  done,  we  are  also  interested  in  seeing  how  many  of  the  patients 
in  this  area  were  motivated  to  practice  family  planning  and  spacing 
of  children. 

We  have  put  in  a  family  planning  program  coupled  with  a  com- 
prehensive health  program — 75  percent  of  the  elderly  indigent  patients 
in  that  population  at  this  point  came  into  this  program. 
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Mr.  Schneebeli.  On  family  planning  ? 

Dr.  Beasley.  On  family  planning  and  also  in  terms  of  getting  post- 
natal checkups  and  improving  maternal  health. 

Mr.  Schneebeli.  In  the  parenthood  group  you  take  care  of  about 
6  percent  of  the  eligible  population  as  far  as  your  coverage  is  con- 
cerned ? 

Dr.  Guttmacher.  That  is  all. 

Mr.  Schneebeli.  You  are  able  and  willing  to  take  care  of  a  lot 
more  ? 

Dr.  Guttmacher.  Yes,  we  would. 

Mr.  Schneebeli.  Is  your  support  from  the  public  increasing  or 
static  ? 

Dr.  Guttmacher.  I  think  it  is  rather  static.  I  think  the  overseas 
contributions  are  becoming  greater  but  I  think  the  domestic  contri- 
butions are  rather  static  for  the  work  in  this  country. 

Mr.  Bush.  In  that  regard  have  you  noticed  a  lessening  of  opposi- 
tion from  groups  such  as  religious  groups  of  any  category  ? 

Dr.  Guttmacher.  There  is  practically  no  opposition  at  all. 

Mr.  Bush.  There  is  not  ? 

Dr.  Guttmacher.  No.  There  is  a  very  good  combination  of  points 
of  view  between  Catholic  and  non-Catholic  and  between  Jew  and 
Protestant. 

Mr.  Bush.  Do  they  contribute  to  your  organization  ? 

Dr.  Guttmacher.  I  don't  say  they  contribute  to  it  but  they  don't 
in  any  way  impede  our  progress. 

Mr.  Bush.  Is  there  any  from  any  other  organizations  or  groups, 
civil  rights  groups  % 

Dr.  Guttmacher.  We  do  have  problems.  We  are  in  a  sensitive  area 
in  regard  particularly  to  the  Negro.  There  are  some  elements  in  the 
Negro  group  that  feel  we  are  trying  to  keep  down  the  numbers.  We 
are  very  sensitive  to  this.  We  have  a  community  regulation  depart- 
ment headed  by  a  most  capable  Negro  social  worker  to  try  to  handle  this 
part  of  the  problem. 

This  does,  of  course,  cause  us  a  good  bit  of  concern. 

Mr.  Bush.  I  appreciate  that. 

For  the  record,  I  would  like  to  say  I  am  1,000  percent  in  accord 
with  the  goals  of  your  organization.  I  think  perhaps  more  than  any 
other  type  of  organization  you  can  do  more  in  the  field  of  poverty  and 
mental  health  and  everything  else  than  any  other  group  that  I  can 
think  of. 

I  commend  you. 

Dr.  Guttmacher.  May  I  use  you  as  a  public  speaker  ? 

Dr.  Beasley.  As  to  the  civil  rights  aspect,  we  have  been  working 
a  little  west  of  the  Mississippi  Delta,  certainly  in  an  area  that  has  some 
problems  in  this  regard.  We  have  dealt  markedly  with  all  the  com- 
munity leaders  and  regional  leaders  on  various  aspects  of  the  com- 
munity, including  civil  rights  leadership. 

We  have  encountered  no  real  opposition  of  this  type.  There  is  some 
feeling  about  this  of  an  ideological  nature.  Certainly  the  mother, 
however,  who  is  concerned  about  the  welfare  of  the  children  she  al- 
ready has  who  is  interested  in  social  and  economic  mobility  and  who 
is  concerned  for  her  future  children  in  terms  of  her  ability  to  plan  for 
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them  and  develop  their  potential,  she  is  not  concerned  with  that  as  our 
studies  have  indicated,  given  an  opportunity  to  participate  in  the 
service  with  privacy  and  concern  for  the  individual's  integrity  and 
freedom  of  conscience  and  choice. 

We  have  a  great  majority  of  this  population  participate  in  this 
program. 

Mr.  Ullman.  Are  there  any  other  questions  for  these  gentlemen  ? 

Thank  you  very  much,  gentlemen. 

Dr.  Guttmacher.  Thank  you,  Mr.  Chairman. 

Dr.  Beasley.  Thank  you. 

Mr.  Ullman.  Mr.  Winking,  will  you  please  identify  yourself  and 
again  with  the  understanding  that  your  entire  statement  will  appear  in 
the  record,  you  may  proceed. 

STATEMENT  OF  CYRIL  H.  WINKING,  DEPUTY  DIRECTOR,  STATE  OF 
ILLINOIS  DEPARTMENT  OF  CHILDREN  AND  FAMILY  SERVICES 

Mr.  Winking.  Thank  you,  Mr.  Chairman,  members  of  the  commit- 
tee. I  am  not  a  doctor.  I  am  the  director  of  the  Illinois  Department 
of  Children  and  Family  Services,  which  is  the  State  agency  in  Illinois. 

I  appreciate  the  fact  that  my  full  statement  will  be  printed  into  the 
record. 

With  your  permission,  though,  I  would  like  to  summarize  my  re- 
marks. 

Mr.  Ullman.  We  would  appreciate  that. 

Mr.  Winking.  I  will  start  off  by  saying  that  the  department  of 
which  I  am  director  and  the  State  of  Illinois  are  concerned  with  H.R. 
5710  and  we  are  also  concerned  particularly  with  title  II,  the  child 
welfare  services  amendments. 

We  support  in  principle  the  bill.  We  believe  it  is  a  start  toward  the 
type  of  health  the  States  need  to  increase  the  quantity  of  their  child 
welfare  personnel  to  meet  the  urgent  growing  need  for  services. 

Yet,  I  am  compelled  to  state  in  the  strongest  of  terms  that  H.R.  5710 
does  not  go  nearly  far  enough.  The  progress  of  State  child  welfare 
programs,  even  with  this  slight  added  support  will  still  be  measured 
in  inches  rather  than  in  miles.  My  testimony,  therefore,  has  a  twofold 
purpose:  One,  to  appeal  for  a  more  substantial,  equitable  method  of 
Federal  cost  sharing  in  the  employment  and  training  of  public  welfare 
personnel  and,  two,  to  plead  for  expanded  Federal  participation  in 
the  costs  of  State  and  local  child  welfare  service  programs  as  encom- 
passed in  H.R.  1977  and  similar  bills  introduced  in  the  House  of 
Representatives. 

First,  I  would  like  to  speak  briefly  to  the  subject  of  personnel  and 
training.  Federal  participation  in  the  funding  of  all  child  welfare 
staff  and  their  training  is  a  necessity.  Since  the  1962  amendments  this 
has  been  the  pattern  in  public  assistance. 

In  other  words,  full  75  percent  matching  for  personnel  and  training, 
not  so  for  child  welfare.  As  director  of  a  State-administered  depart- 
ment of  children  and  family  services,  I  find  the  inadequacy  and  inex- 
plicable inequity  of  the  Federal  cost  sharing  provided  for  in  section 
235  disappointing  and  even  disheartening. 

I  seriously  question  the  75  percent  Federal  matching  of  only  the 
excess  of  State  funds  for  personnel,  using  1966-^67  as  the  base  year. 
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My  objection  is  not  to  the  "maintenance  of  effort"  concept,  because  I 
agree  that  it  provides  a  significant  incentive  to  State  programs  now  re- 
ceiving adequate  Federal  help. 

However,  when  the  concept  is  applied  to  financing  of  State  child 
welfare  staffs,  which  have  consistently  been  short-changed  in  com- 
parison to  public  assistance  personnel,  our  dilemma  is  compounded. 

We  grant  that  no  State  child  welfare  agency  would  lose  Federal 
financial  support  under  this  bill  but  it  would  penalize  those  States 
which  have  striven  valiantly  to  do  a  good  job  on  their  own. 

In  effect,  those  States  which  in  recent  years  have  somehow  managed 
to  find  the  State  funds  to  hire  the  needed  additional  qualified  staff, 
would  receive  nothing  more  than  a  pat  on  the  back. 

The  inequity  is  that  they  would  even  find  it  more  difficult  to  qualify 
for  greater  assistance  than  those  States  which  have  not  been  making 
a  comparable  investment  in  the  future  of  their  children. 

The  token  grants  available  under  the  restrictive  approach  to  match- 
ing in  section  235  will  fall  far  short  of  even  enabling  the  States  to 
meet  their  immediate  need  for  personnel  in  the  training  for  child 
welfare. 

I  therefore  urge  adoption  of  the  wording  in  H.R.  1977,  section  523, 
page  7,  lines  12  through  25.  What  about  the  Federal  sharing  of  the 
cost  of  all  public  child  welfare  services  ?  How  much  Federal  assistance 
do  State  child  welfare  programs  need?  This  question  can  only  be 
answered  in  the  light  of  the  goals  which  the  Congress  has  oet  for 
the  States. 

Considered  in  this  context,  the  Federal  Government  must  share  in 
the  cost  of  program  operations  as  well  as  the  cost  of  personnel  in 
training.  Services  to  children  in  their  own  homes  and  in  foster  care 
were  of  special  concern  to  Congress  when  it  passed  the  1962  Public 
Welfare  Amendments  to  the  Social  Security  Act. 

Congress  directed  the  States  to  develop  preventive  and  curative 
services  for  all  children  who  needed  them  and  to  have  them  available 
by  July  1,  1975,  in  all  political  subdivisions  of  the  State. 

What  have  we  done  in  Illinois  ?  We  took  this  directive  quite  seri- 
ously. We  obtained  the  enabling  State  legislation  which  authorized 
development  of  comprehensive  child  welfare  services  throughout 
the  State. 

We  went  a  step  further  in  establishing  a  separate  department  of 
children  and  family  services  in  which  child  welfare  is  the  core  service. 
This  department  thus  stands  in  the  unique  position  of  being  the 
spokesman  for  the  dependant  neglected  children  of  Illinois. 

There  are  more  than  26,000  of  them  in  Illinois  today,  children 
served  by  public  and  voluntary  welfare  agencies  and  institutions. 
Thev  come  from  families  in  all  walks  of  life.  The  children's  basic 
needs  are  for  service  and  care  and  not  for  categorical  financial 
assistance. 

In  the  last  3  years,  we  have  experienced  a  136  percent  increase  in 
our  child  welfare  caseload.  In  the  meantime,  the  other  public  and 
voluntary  children's  agencies  have  reached  a  plateau  in  the  volume 
of  their  services. 

This  means  that  our  department  has  opened  the  door  to  children 
in  need  of  care  and  service  who  otherwise  would  remain  among  the 
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deprived  and  forgotten,  but  we  must  face  the  fact  that  an  enormous 
drain  on  State  financial  resources  of  such  a  policy  is  taking  its  toll. 

Although,  we  in  Illinois  have  made  some  strides  toward  achieve- 
ment of  the  1975  goals  in  certain  areas,  we  have  stood  still  in  others. 
Unfortunately,  in  some,  Ave  have  even  lost  ground.  We  believe  that 
the  only  solution  is  broader  Federal  participation  in  the  cost  of  public 
child  welfare  operations. 

I  am  convinced  that  the  Congress  envisions  more  for  the  public 
child  welfare  agency  than  merely  a  place  where  abused,  dependent 
and  neglected  children  are  assigned  for  "cold  storage,"  with  little  hope 
for  early  treatment  of  their  problems. 

In  1962  the  Congress  said  to  the  States,  "Stop  merely  picking  up 
the  pieces  of  shattered  family  lives.  Here  is  a  blueprint  for  action. 
Prevention  should  be  the  keynote." 

The  blueprint  includes  services  that  are  protective  of  children  and 
supportive  of  families  and  these  services  should  shield  children  from 
physical  danger  and  social  hazards. 

They  strengthen  family  life  when  it  is  threatened.  They  insure 
adequate  care  of  children  when  the  mother  is  disabled  or  out  of  the 
home. 

Let  me  tell  you  where  we  stand  in  Illinois  with  respect  to  preventive 
services  to  children  in  their  own  homes.  We  have  more  than  tripled 
our  volume  since  1964  but  more  important  than  the  volume  is  the 
marked  degree  of  success  we  are  having  in  keeping  families  intact. 

We  are  doing  it  in  a  variety  of  ways,  family  counseling,  day  care, 
homemakers  services,  but  we  are  only  scratching  the  surface  in  terms 
of  need. 

We  view  these  preventive  services  to  children  in  their  own  homes 
as  so  vital  to  the  community  that  they  should  be  considered  social 
utilities  on  a  par  wTith  the  availability  of  fire,  police,  and  other  preven- 
tive and  protective  public  services. 

What  will  be  the  result  of  failure  to  provide  these  preventive  home 
services?  It  will  magnify  the  tragedies  of  child  abuse.  I  would  like 
to  pause  there. 

Illinois  2  years  ago  passed  a  child  abuse  act,  as  did  most  other  States 
in  the  Nation.  We  are  somewhat  unique  in  that  we  have  a  central 
registry  to  which  hospitals  and  doctors  must  report. 

They  report  to  our  department.  In  the  first  year  this  act  was  in 
effect,  483  suspected  child  abuse  cases  were  reported  to  our  depart- 
ment. Fifty-three  of  the  children  so  reported  were  either  DOA  or 
died  within  2  weeks  of  being  admitted  to  the  hospital.  Over  half  of 
the  53  were  under  2  years  of  age. 

Now,  this  is  typical,  we  believe,  of  the  Nation.  The  reports  in  the 
second  year  have  remained  consistently  high  and  followed  the  pattern 
of  the  first  year  both  so  far  as  the  deaths,  the  types  of  abuse  and  peo- 
ple involved. 

Obviously,  provision  of  these  vital  services  will  require  skilled  per- 
sonnel and  on  a  grand  scale. 

Foster-care  home-related  services  even  at  their  best  cannot  always 
weld  the  cracks  in  family  life.  For  many  children  hope  of  growth 
into  contributing  members  of  society  lies  in  the  curative  effects  of 
placement  outside  their  own  home.  / 
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These  children  require  a  wide  range  of  placement  resources  which 
include  traditional  foster  homes,  specialized  foster  homes,  child  car- 
ing institutions  and  residential  treatment  centers. 

In  this  area  we  are  running  into  difficulty.  We  have  been  pleased 
with  a  number  of  children's  institutions  operating  under  voluntary 
auspices. 

And  through  longstanding  relationships  we  have  been  able  to  pur- 
chase care  from  them,  admittedly  at  rates  far  below  actual  costs.  In 
the  face  of  our  mutual  financial  stresses  there  is  certainly  serious 
question  as  to  how  long  this  arrangement  may  continue.  In  our 
opinion  the  day  of  reckoning  is  fast  approaching.  In  broad  strokes 
and  limited  time  made  available  I  have  attempted  to  paint  a  picture 
of  child  welfare  seen  in  Illinois. 

We  cannot  do  more  than  staff  and  appropriated  moneys  will  allow. 

Because  we  do  not  accept  as  a  foregone  conclusion  that  children 
needing  child  welfare  services  are  "born  losers"  in  our  society,  we 
sincerely  request  modification  of  H.R.  5710  to  allow  75  percent  Fed,- 
eral  matching  across  the  board  for  the  costs  of  child  welfare  per- 
sonnel and  their  training. 

We  also  respectfully  ask  for  Federal  matching  of  the  costs  of  pro- 
gram operations,  including  foster  care,  in  proportions  comparable  to 
those  provided  in  the  assistance  categories  of  the  act  or  as  proposed  in 
H.R.  1977. 

Thank  you  very  much,  Mr.  Chairman. 

Mr.  Ullman.  Thank  you  very  much,  Mr.  WTinking. 

Without  objection,  your  full  statement  will  appear  in  the  record  as 
though  read. 

Mr.  Winking.  Thank  you,  sir. 

(The  statement  follows :) 

Statement  of  Cyril  H.  Winking,  Director,  Illinois  Department  of  Children 

and  Family  Services 

outline  of  statement 

i".  Purpose  of  testimony 

A.  To  support,  in  principle,  HR  5710,  Title  II,  the  Child  Welfare  Services 
Amendments  to  Title  V  of  the  Social  Security  Act. 

B.  To  appeal  for  a  more  substantial,  equitable  method  of  Federal  cost-sharing 
in  the  employment  and  training  of  public  child  welfare  personnel. 

C.  To  request  expanded  Federal  participation  in  the  costs  of  state  and  local 
child  welfare  service  programs  as  encompassed  as  HR  1977  (Burke)  and 
similar  Bills  introduced  in  the  House  of  Representatives. 

77.  Personnel  and  training 

A.  Federal  participation  is  needed  in  finacing  costs  of  all  public  child  welfare 
staff  and  their  training. 

B.  Proposed  75%  Federal  matching  of  only  the  excess  of  state  funds  for 
personnel  and  training  in  the  base  year  of  1966-67  short-changes  public  child 
welfare  programs  in  comparison  to  Federal  sharing  for  personnel  and  training 
in  assistance  categories. 

C.  The  Federal  matching  proposed  in  HR  5710  discriminates  against  those 
states  that  have  done  the  best  job  with  state  funds  of  moving  toward  achieve- 
ment of  service  and  coverage  goals  enunciated  in  the  1962  Amendments  to  Title 
V  of  the  Social  Security  Act. 

III.  Federal  sharing  of  cost  of  all  public  child  welfare  services 

A.  The  1962  Amendments  to  Title  V  of  the  Social  Security  Act  gave  a  mandate 
to  the  states  to  provide  comprehensive  child  welfare  services  and  to  make  them 
available  in  all  jurisdictions  of  the  state. 
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B.  Illinois  has  accepted  its  responsibilities  toward  achievement  of  mandated 
Congressional  goals. 

C.  The  Illinois  Department  of  Children  and  Family  Services  has  accepted  the 
major  role,  resulting  in  enormous  increases  in  caseload. 

D.  Even  though  Illinois  has  made  a  significant  effort  with  state  funds,  the 
goals  set  by  Congress  for  1975  are  unattainable  with  the  minor  additional 
assistance  proposed  in  HR  5710. 

B.  Prevention  of  family  breakdown  is  acknowledged  as  the  key  to  success 
for  many  children  served  in  child  welfare  programs. 

1.  Illinois  emphasizes  services  to  children  in  their  own  home ;  family  counsel- 
ing, homemaker  service,  day  care ;  but,  the  current  level  of  financial  help  sup- 
ports only  a  token  effort. 

2.  Expansion  of  vital  preventive  services  will  require  skilled  personnel  on 
grand  scale  and  Federal  financial  participation  across  the  board. 

F.  More  resources  are  needed  for  foster  care  to  treat  those  children  now 
receiving  service  and  those  for  whom  home-related  services  cannot  keep  families 
together. 

1.  The  shortage  of  foster  family  homes  is  related  to  boarding  rates  which 
states  can  afford  to  pay. 

2.  Group  homes  will  solve  some  of  the  problems,  but  the  need  far  outstrips  the 
supply. 

3.  Institutional  programs,  public  and  private,  are  insufficient  to  meet  the 
need.  The  mutual  financial  dilemma  impairs  the  public-private  agency  partner- 
ship in  Illinois  child  welfare. 

IV.  Conclusions  and  recommendations 

A.  HR  5710  requires  modifications,  giving  state  child  welfare  programs 
greater  help  in  parity  with  financial  aid  given  to  the  categorical  assistance 
programs. 

B.  At  the  minimum,  Title  II,  Section  235  of  HR  5710  should  be  amended  to 
include  Federal  sharing  of  costs  for  personnel  and  training  as  embodied  in 
HR  1977. 

C.  The  needs  of  the  states  are  so  great  that  Federal  sharing  of  program  op- 
eration costs  should  be  added,  comparable  to  those  proposed  in  H.R.  1977. 

STATEMENT 

I  support,  in  principle,  HR  5710,  Title  II,  the  Child  Welfare  Services  Amend- 
ments to  Title  V  of  the  Social  Security  Act.  It  is  a  start  toward  the  type  of 
help  the  states  need  to  increase  the  quantity  and  quality  of  their  child  welfare 
personnel  to  meet  the  urgent,  growing  need  for  services. 

I  support  the  proposal  for  Federal  participation  in  the  cost  of  training  such 
personnel  and  applaud  the  proposed  expansion  of  authorizations  for  research  and 
demonstration  projects.  We  need  more  experimentation,  more  revolutionary  ap- 
proaches to  solving  the  problems  that  beset  today's  abused,  dependent  and 
neglected  children. 

Though  I  acknowledge  the  merit  of  these  measures,  I  am  compelled  to  state 
in  the  strongest  terms  that  HR  5710  does  not  go  nearly  far  enough.  The  progress 
of  state  child  welfare  programs,  even  with  this  slight  added  support,  will  still 
be  measured  in  inches  rather  than  miles. 

My  testimony,  thus,  has  a  two-fold  purpose  : 

(1)  to  appeal  for  a  more  substantial,  equitable  method  of  Federal  cost-sharing 
in  the  employment  and  training  of  public  child  welfare  personnel ;  and 

(2)  to  plead  for  expanded  Federal  participation  in  the  costs  of  state  and  lo- 
cal child  welfare  service  programs  as  encompassed  in  HR  1977  (Burke)  and 
similar  Bills  recently  introduced  in  the  House  of  Representatives. 

PERSONNEL  AND  TRAINING 

Qualified  child  welfare  staff  are  indispensable  to  the  adequate  functioning  of 
a  children's  agency.  To  say  that  trained  staff  are  in  short  supply  is  a  gross 
understatement.  President  Johnson,  in  his  message  to  Congress  on  Children  and 
Youth,  underscored  this  situation  when  he  pointed  out  that  a  ''wealthy  and 
abundant  America  lags  behind  other  modern  nations  in  training  qualified  per- 
sons to  work  with  children."  Federal  participation  in  the  funding  of  all  child 
welfare  staff  and  their  training  is  an  objective  of  paramount  importance  to  and 
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necessity  for  virtually  every  state  in  the  Union.  Since  the  1962  amendments, 
this  has  been  the  pattern  in  public  assistance — full  75%  matching  for  personnel 
and  training,  in  an  open-ended  system. 

As  director  of  a  state  administered  Department  of  Children  and  Family  Serv- 
ices, I  find  the  inadequacy  and  inexplicable  inequity  of  the  Federal  cost  sharing 
provided  for  in  Section  235  disappointing  and  even  disheartening.  I  seriously 
question  the  75%  Federal  matching  of  only  the  excess  of  state  funds  for  per- 
sonnel, using  1966-67  as  the  base  year.  My  objection  is  not  to  the  "maintenance 
of  effort"  concept,  for  I  agree  that  it  provides  a  significant  incentive  to  state 
programs  now  receiving  adequate  Federal  help.  However,  when  the  concept  is 
applied  to  financing  of  state  child  welfare  staffs,  which  have  consistently  been 
short-changed  in  comparison  to  public  assistance  personnel,  our  dilemma  is 
compounded. 

It  is  true  that  no  state  child  welfare  agency  would  lose  Federal  financial 
support  under  the  new  proposals  for  child  welfare.  Unfortunately,  however, 
they  would  penalize  those  states  which  have  striven  valiantly  to  do  a  good  job 
on  their  own.  In  effect,  those  states  which  in  recent  years  have  somehow 
managed  to  find  the  funds  to  make  their  child  welfare  programs  more  com- 
prehensive (including  the  primary  prerequisite — addition  of  qualified  staff) 
would  receive  nothing  more  than  a  pat  on  the  back.  In  terms  of  added 
Federal  support,  they  must  once  again  start  from  scratch.  The  inequity  is 
that  these  states  may  find  it  more  difficult  to  qualify  for  greater  assistance  than 
those  states  which  heretofore  have  not  seen  fit  to  make  a  comparable  investment 
in  the  future  of  their  children.  The  token  grants  available  under  the  re- 
strictive approach  to  matching  in  Section  235  will  fall  far  short  of  enabling  the 
states  to  meet  their  immediate  need  for  personnel  and  training  in  child  welfare. 
I  urge  the  adoption  of  the  wording  in  H.R.  1977,  introduced  by  Congressman 
James  A.  Burke,  in  Section  523  (p.  7,  lines  12-25). 

"Payment  to  States 

"Sec.  523.  (a)  From  the  sums  appropriated  therefor,  the  Secretary  shall 
pay  to  each  State  which  has  a  plan  developed  as  provided  under  this  part.  .  .  . 

"(1)  an  amount  equal  to  75  per  centum  of  so  much  of  the  sums  expended 
during  such  quarter  (as  found  necessary  by  the  Secretary  for  the  proper  and 
efficient  administration  of  the  State  plan)  as  are  attributable  to  compensation 
or  training  of  personnel  employed,  or  preparing  for  employment  by  the  State 
public-welfare  agency  (or  by  the  local  agency  administering  the  plan  in  the 
political  subdivision),  for  the  purpose  of  providing  child-welfare  services.  .  . 


FEDERAL  SHAKING  OF  THE  COST  OF  ALL  PUBLIC  CHILD  WELFARE  SERVICES 

How  much  federal  assistance  do  state  child  welfare  programs  need?  This 
question  can  only  be  answered  in  the  light  of  current  philosophy  in  child  wel- 
fare and  the  goals  which  the  Congress  itself  has  set  for  the  states.  Con- 
sidered in  this  context,  the  Federal  government  must  share  in  the  costs  of 
program  operation  as  well  as  the  cost  of  personnel  and  training. 

Services  to  children  in  their  own  homes  and  in  foster  care  were  of  special 
concern  to  Congress  when  it  passed  the  1962  Public  Welfare  Amendments  to 
the  Social  Security  Act.  This  concern  was  expressed  in  two  ways :  a  definition 
of  the  public  child  welfare  services  which  the  states  should  provide,  and  a 
goal  of  coverage  to  be  achieved  by  1975. 

Public  child  welfare  services  were  clearly  defined  as: 

".  .  .  public  social  services  which  supplement,  or  substitute  for,  parental 
care  and  supervision  for  the  purpose  of  (1)  preventing  or  remedying,  or  assist- 
ing in  the  solution  of  problems  which  may  result  in,  the  neglect,  abuse,  ex- 
ploitation, or  delinquency  of  children,  (2)  protecting  and  caring  for  homeless, 
dependent,  or  neglected  children,  (3)  protecting  and  promoting  the  welfare 
of  children  of  working  mothers,  and  (4)  otherwise  protecting  and  promoting 
the  welfare  of  children,  including  the  strengthening  of  their  own  homes  where 
possible  or,  where  needed,  the  provision  of  adequate  care  of  children  away 
from  their  homes  in  foster  family  homes  or  day-care  or  other  child-care  fa- 
cilities. 

Congress  thus  directed  the  states  to  develop  preventive  and  curative  services 
for  all  children  who  need  them.  This  was  underscored  in  the  specific  mandate 
to  the  states  to  make  services  "available  by  July  1,  1975,  in  all  political  sub- 
divisions of  the  State.  .  .  ." 
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THE  ILLINOIS  STORY 

In  Illinois,  we  have  not  taken  this  mandate  lightly.  We  obtained  the  enabling 
state  legislation  which  authorized  development  of  comprehensive  child  welfare 
services  throughout  the  state.  We  went  a  step  further  in  establishing  a  separate 
Department  of  Children  and  Family  Services  in  which  child  welfare  is  the  core 
service.  The  reasoning  was  that  greater  autonomy  and  freedom  would  permit  the 
public  child  welfare  program  to  realize  the  objectives  spelled  out  by  Congress 
in  the  1962  Amendments.  The  department  thus  stands  in  the  unique  position 
of  being  able  to  provide  leadership  in  the  child  welfare  field  and,  in  effect, 
being  the  spokesman  for  the  children  of  Illinois.   That  is  why  I  am  here  today. 

Who  are  these  children?  They  are  more  than  26,000  children  being  served 
by  public  and  voluntary  child  welfare  agencies  and  institutions.  They  come 
from  families  in  all  walks  of  life.  The  children's  basic  needs  are  for  service 
and  care  and  not  categorical  financial  assistance.  -  Some  10,000  are  getting  direct 
care  and  service  from  our  department.  Another  4.700  are  served  by  a  public 
foster  care  agency  in  Cook  County.  About  11,500  are  under  care  of  voluntary 
agencies  and  institutions  that  we  license. 

In  the  three  years  that  the  Department  of  Children  and  Family  Services  has 
been  in  operation,  we  have  experienced  a  136%  increase  in  our  child  welfare 
caseload.  In  the  meantime,  the  other  public  and  voluntary  children's  agencies 
have  reached  a  plateau  in  the  volume  of  their  services.  This  means  that  our 
department  has  opened  the  door  to  children  in  need  of  care  and  service  who 
otherwise  would  remain  among  the  deprived  and  forgotten. 

This  "open  door"  policy  is,  in  my  opinion,  the  only  just,  humane  approach  that 
the  state  child  welfare  agency  can  take.  We  must  face  the  fact,  however, 
that  the  enormous  drain  on  state  financial  resources  of  such  a  policy  is  taking 
its  toll.  Although  we  in  Illinois  have  made  strides  toward  achievement  of  the 
1975  goals  in  certain  areas,  we  have  stood  still  in  others.  Unfortunately,  in 
some,  we  have  even  lost  ground.  It  is  obvious -to  me  that  the  long-standing 
financing  situation  in  Illinois  child  welfare  of  roughly  90%  state  (and  local) 
and  10%  Federal  sharing  has  stymied  our  efforts.  The  only  solution  is  broader 
Federal  participation  in  the  cost  of  public  child  welfare  operations. 

PREVENTION  THE  KEYNOTE 

I  am  convinced  that  the  Congress  envisions  more  for  the  public  child  welfare 
agency  than  merely  a  place  where  abused,  dependent  neglected  children  are 
assigned  for  "cold  storage,"  with  little  hope  for  early  treatment  of  their  prob- 
lems. The  thrust  of  the  1962  Amendments  to  Title  V — in  fact,  the  very  sequence 
in  which  child  welfare  services  are  defined — demand  that  public  agencies  be 
more  than  even  the  best  of  child  placing  agencies.  I  read  Congress  as  saying  to 
the  states,  "Stop  merely  picking  up  the  pieces  of  shattered  family  lives.  Here 
is  a  blueprint  for  action.    Prevention  is  the  keynote!" 

The  blueprint  includes  services  that  are  protective  of  children  and  supportive 
of  families.  These  services  shield  children  from  physical  danger  and  social 
hazards.  They  strengthen  family  life  when  it  is  threatened.  They  insure  ade- 
quate care  of  children  when  the  mother  is  disabled  or  out  of  the  home. 

Let  me  tell  you  wThere  we  stand  in  Illinois  with  respect  to  preventive  services 
to  children  in  their  own  homes.  We  have  more  than  tripled  (2027c  increase)  our 
volume  since  1964.  More  important  than  the  volume,  however,  is  the  marked 
degree  of  success  we  are  having  in  keeping  families  intact.  This  means  that 
some  parents,  at  least,  are  getting  the  help  they  need  to  fulfill  their  parental 
responsibilities. 

Family  counseling  is  the  hub  around  which  these  preventive  services  revolve. 
It  may  mean  help  for  couples  faced  with  marital  conflicts.  It  may  mean  help 
for  parents  who  are  failing  to  deal  adequately  with  the  behavioral  problems  of 
their  children.  It  may  mean  help  for  parents  overwhelmed  by  the  responsibility 
of  planning  for  a  mentally  retarded  child.  It  may  mean  help  for  parents  to 
understand  the  physical  and  emotional  problems  confronting  their  handicapped 
child.  In  a  comprehensive  program,  counseling  is  strengthened  by  availability  of 
other  appropriate  services,  chiefly  homemaker  service  and  day  care. 

During  the  past  few  years,  our  department  has  made  a  fairly  good  beginning 
in  the  establishment  of  homemaker  service.  It  is  provided  directly  by  staff  in 
five  of  our  26  district  offices.  In  some  communities,  we  are  buying  service  for 
our  clients  from  other  agencies.   Where  homemaker  service  has  been  available, 
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we  are  keeping  more  families  together.  We  see  less  emergency  placement  of  chil- 
dren outside  their  own  homes.  When  placement  becomes  necessary,  we  are  in  a 
better  position  to  plan  for  it. 

A  beginning  has  also  been  made  in  Illinois  in  the  development  of  a  similar 
adjunctive  service — day  care — but  we  have  only  scratched  the  surface.  We  oper- 
ate a  large  day  care  center  which  helps  to  meet  the  need  in  one  poverty  pocket 
in  Chicago.  We  are  now  concentrating  on  family  day  care  homes,  but  frankly 
this  represents  a  token  effort.  Vastly  increased  services  are  in  demand  through- 
out the  state,  both  in  terms  of  day  care  centers  and  day  care  homes. 

I  view  these  preventive  services  to  children  in  their  own  homes,  including 
homemaker  and  day  care  programs,  as  so  vital  to  the  community  that  they 
should  be  considered  "social  utilities"  on  a  par  with  availability  of  fire,  police 
and  other  preventive  and  protective  public  services. 

What  will  be  the  result  of  failure  to  provide  these  preventive  home  services? 
It  will  magnify  the  tragedies  of  child  abuse,  the  horrors  of  severe  neglect,  the 
awful  waste  in  the  lives  of  the  delinquent,  the  drop-out,  the  pregnant  teenager, 
the  addict,  the  mentally  ill.  As  Wordsworth  phrased  it,  "The  child  is  father 
of  the  man."  If  these  problems  are  to  be  reduced  in  succeeding  generations,  they 
must  be  prevented  or  controlled  today  when  the  symptoms  appear  in  the  critical 
early  years  of  childrood.  Most  of  the  adults  who  fill  our  mental  hospitals  and 
penal  institutions,  who  form  the  lines  in  our  clinics,  and  who  swell  the  rolls 
of  the  assistance  and  rehabilitation  programs  stand  as  mute  evidence  that  soci- 
ety's efforts  in  prevention  have  been  too  little  and  too  late. 

Obviously,  provision  of  these  vital  preventive  services  will  require  skilled  per- 
sonnel on  a  grand  scale.  That  is  why  we  are  so  aggressive  in  our  plea  for  more 
realistic  Federal  matching  for  child  welfare  personnel  and  training.  Equally,  if 
not  more,  important  is  the  need  for  substantial  Federal  support  for  program 
operations.  Not  only  would  such  Fedeal  aid  for  expanding  preventive  services 
be  good  economics,  but  the  savings  in  human  lives  are  inestimable. 

NEEDS  IN  FOSTER  CARE 

Home-related  services,  even  at.  their  best,  cannot  always  weld  the  cracks  in 
family  life.  For  many  children,  hope  for  growth  into  contributing  members  of 
society  lies  in  the  curative  effects  of  placement  outside  their  own  home.  These 
children  require  a  wide  range  of  placement  resources  which  include  traditional 
foster  homes,  specialized  foster  homes,  group  homes,  child  caring  institutions 
and  residential  treatment  centers.  Needless  to  say,  the  costs  of  such  care  are 
spiraling  beyond  the  ability  of  any  state  agency  to  afford  them. 

In  Illinois,  despite  significant  increases  in  state  appropriations  for  payment 
for  care  of  children,  we  are  struggling  to  hold  our  own  in  the  availability  of 
foster  homes.  We  have  raised  foster  home  boarding  rates  by  almost  one-third 
in  less  than  three  years  and  have  tried  every  recruitment  device  imaginable. 
Nevertheless,  we  can't  even  find  enough  foster  homes  for  children  already  under 
our  care.  We  will  never  be  able  to  compete  with  opportunities  offered  to  women 
in  the  labor  market,  but  unless  we  become  more  competitive  with  industry  in 
rates  and  fringe  benefits,  we  stand  to  lose  good  homes  with  little  hope  of  re- 
placing them.  Reliable  reports  state  that  efforts  to  give  constructive  foster 
family  care  for  children  are  already  "critical"  in  41  of  the  50  states,  because  of 
the  foster  home  shortage. 

We  have  developed  two  approaches  to  serving  children  whose  needs  can  be 
met  in  specialized  foster  care.  One  is  the  use  of  highly  qualified  foster  parents 
who  are  paid  regular  fees  for  special  services  to  certain  groups  of  children: 
infants,  disturbed  adolescents,  children  needing  temporary  care,  young  pregnant 
girls,  and  physically  or  mentally  handicapped  youngsters.  Another  approach 
has  been  an  agency-operated  group  home  for  teenage  boys.  In  both  categories, 
we  are  woefully  inadequate.  What  we  need  is  a  network  of  these  facilities 
throughout  the  state. 

We  operate  two  state  institutions  for  the  care  and  treatment  of  dependent  and 
neglected  children.  However,  the  volume  of  children  needing  sophisticated 
treatment  is  beyond  the  resources  of  these  facilities.  Fortunately,  Illinois  has 
been  blessed  with  a  number  of  children's  institutions  operated  under  voluntary 
auspices.  Through  long-standing  relationships,  we  have  been  able  to  purchase 
care  from  them,  admittedly  at  rates  far  below  their  actual  costs.  In  the  face  of 
our  mutual  financial  stresses,  there  is  serious  question  as  to  how  long  this  ar- 
rangement can  continue.  In  my  opinion,  the  day  of  reckoning  is  fast  approaching. 
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CONCLUSIONS  AND  RECOMMENDATIONS 

In  broad  strokes,  I  have  attempted  to  paint  a  picture  of  the  child  welfare  scen^, 
in  Illinois.  I  can  assure  you  that  the  Department  of  Children  and  Family 
Services  will  do  everything  in  its  power  to  give  the  service  our  children  need 
or  to  purchase  at  from  voluntary  agencies  and  institutions.  We  cannot  do  more, 
howtver,  than  staff  and  appropriated  monies  will  allow. 

Because  I  do  not  accept  as  a  foregone  conclusion  that  children  needing  child 
welfare  services  are  "born  losers"  in  our  society,  we  sincerely  request  modifica- 
tion of  HR  5710  to  allow  757c  Federal  matching  across  the  board  for  the  costs 
of  child  welfare  personnel  and  their  training.  We  also  respectfully  ask  for  Fed- 
eral matching  of  the  costs  of  program  operations,  including  foster  care,  in  pro- 
portions comparable  to  those  provided  in  the  assistance  categories  of  the  Act  or 
as  proposed  in  HR  1977. 

Mr.  Burke.  Mr.  Chairman,  I  want  to  compliment  Mr.  Winking  for 
his  contribution  here  today.  I  know  it  will  be  encouraging  to  Mr. 
Winking  that  yesterday  at  a  meeting  of  the  New  England  conference 
of  Governors,  a  bipartison  group,  they  unanimously  endorsed  the 
provisions  of  the  child  welfare  bill  that  I  filed. 

I  believe  more  people  are  becoming  aware  of  this  problem  and  the 
moral  obligation  the  Federal  Government  has  to  implement  and  assist 
the  States.  We  hear  a  great  deal  of  talk  about  Federal  and  State 
sharing  of  financial  problems  of  the  Nation. 

This  is  one  field  where  we  can  do  it.  I  want  to  compliment  you, 
Mr.  Winking,  for  your  excellent  statement.  You  have  clearly  ex- 
plained the  problem  as  it  confronts  you  in  Illinois  and  I  believe  this 
problem  is  the  same  throughout  the  entire  Nation. 

You  are  to  be  commended  for  your  statement. 

Mr.  Winking.  Thank  you,  Congressman  Burke. 

Mr.  Ullman.  Mr.  Curtis  ? 

Mr.  Curtis.  Mr.  Winking,  maybe  you  will  have  to  supply  the  in- 
formation for  the  record  that  I  am  going  to  request  of  you,  but  I  want 
to  know  specifically  what  you  meant  in  the  way  of  a  trained  staff. 

I  guess  you  mean  across  the  board,  some  of  them  would  be  graduate 
people,  people  with  graduate  degrees,  some  would  probably  be  down 
the  line. 

Do  you  have  job  descriptions  roughly  of  the  various  categories? 
Mr.  Winking.  Yes,  sir. 

Mr.  Curtis.  What  I  would  like  to  have,  and  Illinois  would  serve  as 
well  as  any  State,  would  be  your  figure  for  1966  of  what  your  trained 
staff  consists,  how  many  you  have,  and  what  categories — main 
categories. 

Then  take  the  years  1960  and  1950.   I  just  want  to  get  some  idea  of 
the  movement.  We  know  your  caseload  from  what  you  have  given  us. 
Mr.  Winking.  Yes,  sir.  1950,  I960,  and  1966. 

(The  information  requested  was  not  received  by  the  committee  at 
the  time  of  printing.) 

Mr.  Curtis.  Just  an  example. 

Now,  could  you  give  me  some  idea  of  where  is  the  big  bottleneck  ? 
Is  it  in  the  graduate  degree  people  or  is  it  more  in  skills  not  as  refined 
as  that? 

Mr.  Winking.  It  is  in  several  areas,  Congressman.  Of  course,  there 
is  a  shortage  of  graduate  social  workers.  The  schools  are  working 
on  the  problem.  We  have  been  working  with  them. 
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As  a  matter  of  fact,  I  have  a  meeting  next  week  with  the  dean  of 
the  school  of  social  work  at  the  University  of  Illinois.  We  are  attempt- 
ing to  set  up  programs  for  them  for  the  field  service  training.  They 
are  attempting  to  expand. 

This  is  one  area. 

The  other  area,  and  this  is  in  the  broad  sense  of  training,  this  is  our 
inservice  training  program  in  which  we  can  take  young  people  with 
bachelors  degrees  and  we  can  provide  them  with  a  certain  amount  of 
training  so  that  they,  too,  can  work  in  this  broad  field  of  child  welfare. 

In  other  words,  you  do  not  need  masters'  degrees  exclusively.  You 
do  need  them  in  the  right  proportions. 

Mr.  Curtis.  A  lot  of  this  is  on-the-job  training  ? 

Mr.  Winking.  Yes,  sir. 

Mr.  Curtis.  How  about  the  skills  down  the  line  that  require  less 
time  to  train  ?  Is  that  a  bottleneck,  too  ? 

Mr.  Winking.  No,  sir.  We  require  a  bachelor's  degree  as  the  mini- 
mum. 

Mr.  Curtis.  For  your  staff  ? 

Mr.  Winking.  Yes,  sir.  We  have  over  600  staff  right  now  in  our 
division  of  child  welfare.  Everyone  has  a  bachelor's  degree  and  I 
would  guess  one-third  have  masters'  degrees. 

Mr.  Curtis.  One  of  the  things  we  have  to  look  to  and  I  know  you 
are  quite  well  aware  of  it,  is  whether  we  would  have  the  facilities  to 
train  these  people  even  if  we  had  the  money. 

You  have  been  responsive  by  saying  that  the  graduate  school  of  Il- 
linois is  looking  into  that.  I  would  like  to  get  a  clearer  picture  of  just 
where  the  bottleneck  is  and  in  supplementing  your  statement  on  the 
data  I  have  requested,  anything  that  you  can  give  us  that  will  throw  - 
some  light  on  the  specific  problems  of  staff,  I  would  appreciate  that 
very  much. 

Mr.  Winking.  Yes,  sir. 

There  are  several  universities  experimenting.  The  University  of 
Michigan  is  experimenting  on  a  new  type  of  program  which  would 
compress  what  used  to  be  the  standard  2-year  program  for  a  master's 
degree. 

Mr.  Curtis.  Maybe  you  could  help  me.   Undoubtedly,  there  have 
been  studies  made  on  the  shortage  of  skills  in  this  area. 
Mr.  Winking.  Yes,  sir. 

Mr.  Curtis.  If  you  do  not  have  it  readily  available,  any  reference 
you  could  give  to  me,  at  any  rate,  I  would  appreciate  also  because  I 
would  like  to  know  a  little  more  about  this. 

I  must  confess  that  I  am  aware  of  the  fact  of  the  general  problem, 
but  I  am  not  aware  of  the  details  and  I  need  to  be  informed. 

Mr.  Winking.  Shall  I  send  it  to  the  committee  or  to  you  personally  ? 

Mr.  Curtis.  If  you  will  send  it  to  me  personally,  I  will  be  glad  to 
submit  it  then  to  the  committee. 

Mr.  Winking.  We  will  be  pleased  to  accommodate  you,  sir. 

Mr.  Collier.  Mr.  Winking,  I  want  the  record  to  show  that  I  am 
very  much  concerned  with  what  I  think  are  inherent  inequities  in  the 
formula  that  is  built  into  this  legislation,  primarily  because,  as  you 
pointed  out,  States  like  Illinois — and  there  are  other  States— who 
moved  ahead  in  this  field,  while  others  dragged  their  feet.   The  ag- 
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gressive  States  will  find  themselves  penalized  now  merely  because  they 
did  move  ahead.  It  would  be  my  hope  that  before  we  send  this  bill  to 
the  floor  that  other  members  on  the  committees  will  look  at  this  for- 
mula and  perhaps  amend  it  so  that  those  States,  such  as  our  own,  who 
have  done  a  good  job  on  their  own  will  not  be  penalized  by  a  formula 
such  as  we  have  in  title  II  of  the  bill  as  written. 

There  are  other  members  on  this  committee  who  come  from  States 
like  my  own  who  also  have  moved  ahead.  I  hope  they  will  look  at  this 
and  make  whatever  amendments  are  necessary  so  that  we  can  remove 
this  inequity. 

Mr.  Winking.  Thank  you,  Congressman. 

Mr.  Betts.  Mr.  Winking,  I  have  heard  some  criticism  about  the 
training  of  social  workers,  that  the  organization  of  social  workers  has 
set  up  standards  that  require  bachelors'  degrees,  graduate  degrees, 
when  as  a  matter  of  fact  a  good  social  worker  is  born  and  not  made. 

Sometimes  you  can  train  a  person  from  now  until  kingdom  come, 
and  they  would  not  have  the  technique  needed  for  social  work.  Yet, 
under  the  standards  we  have  now,  they  must  have  a  college  degree  to 
be  hired. 

I  have  heard  a  lot  of  criticism  about  this  whole  subject  of  social 
workers  and  a  lot  of  us  have  become  disenchanted  with  the  require- 
ments for  their  training  and  education. 

I  would  just  like  to  be  assured  that  we  are  on  the  right  track  if  we  do 
provide  more  money  to  provide  more  training. 

Mr.  Winking.  Congressman,  I  think  we  are  on  the  right  track.  We 
are  trying  to  be  very  practical  about  this.  In  our  interviews  with  the 
people,  we  are  trying  to  get  the  right  people  for  the  right  job. 

I  think  in  any  profession  you  are  good  in  certain  things  and  other 
things  you  may  not  be  so  good.  In  other  words,  you  may  be  an  excel- 
lent corporate  lawyer,  and  income  tax  lawyer,  but  you  may  not  be  so 
good  in  criminal  law. 

I  think  this  is  true  in  other  professions.  I  think  most  of  the  prob- 
lems come  about  because  the  people  aren't  put  in  the  spots  where  their 
talents  can  come  to  the  front.  This  is  a  problem  of  administration,  I 
think,  more  so  than  education. 

We  are  attempting  to  put  the  people  where  their  best  talents  can  be 
used. 

Mr.  Betts.  I  am  glad  to  know  that.  I  am  concerned  about  it. 

Mr.  Winking.  I  share  your  concern. 

Mr.  Betts.  Is  there  a  shortage  of  social  workers  ? 

Mr.  Winking.  We  have  not  had  too  much  problem  securing  people 
with  a  bachelor's  degree.  We  have  a  fairly  good  representation;  we 
have  an  exciting  program  so  that  we  have  had  some  success. 

Masters'  degrees,  yes,  sir,  there  is  a  terrible  shortage  there. 

Mr.  Betts.  Is  there  really  need  for  masters'  degrees  ? 

Mr.  Winking.  I  think  in  a  number  of  areas  there  are,  sir. 

Mr.  Betts.  What  do  we  concentrate  on  to  get  a  master's  degree? 

Mr.  Winking.  In  our  department  we  use  our  master's  degree  people 
at  the  supervisory  level,  in  some  of  the  infant  adoption  proceedings  we 
have  a  very  intricate  protective  service  program.  We  use  them  in  our 
inservice  training  programs  to  teach  the  other  staff  who  do  not  have  the 
formal  education. 
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There  are  any  number  of  areas  in  our  general  administrative  services. 
Mr.  Betts.  There  is  not  too  much  of  a  shortage,  then  ? 
Mr.  Winking.  There  is  a  shortage,  a  terrible  shortage  in  masters' 
degree  people. 

Mr.  Betts.  So  what  you  are  after  here  is  for  Federal  participation 
in  the  training  programs  so  that  more  social  workers  will  be  trained 
and  get  masters'  degrees  ? 

Mr.  Winking.  Not  necessarily.  That  is  only  one  phase.  The  other 
phase  is  for  our  inservice  training  program  so  that  Ave  can  bring  in 
people  to  conduct  training  programs  so  that  we  can  take  inexperienced 
staff  and  train  them  on  the  job. 

It  is  a  differential  use  of  manpower  proposition. 

Mr.  Betts.  I  wondered  if  we  were  getting  in  a  higher  education  bill 
and  offering  help  to  persons  going  into  the  graduate  schools,  how  far 
we  should  go  toward  scholarships. 

Mr.  Winking.  This  would  make  available  funds  for  scholarships, 
although  we  do  have  a  scholarship  program  in  Illinois  now.  This 
would  develop  according  to  the  guidelines  of  HEW,  of  course,  and 
would  provide  funds  for  stipends  which  the  Federal  Government  has 
right  now  of  its  own  to  send  people  away  to  graduate  schools,  in  many 
professions,  not  only  the  social  workers. 

Mr.  Betts.  Thank  you. 

Mr.  Ullman.  Thank  you  very  much,  Mr.  Winking. 
We  appreciate  your  testimony  before  this  committee. 
Mr.  Winking.  Thank  you,  Mr.  Chairman. 

Mr.  Ullman.  Mr.  Dick,  will  you  identify  yourself  and  with  the 
understanding  that  your  full  statement  will  appear  in  the  record  you 
may  proceed  as  you  see  fit. 

STATEMENT  OF  JUDAH  DICK,  ESQ.,  NEW  YORK  CITY 

Mr.  Dick.  Mr.  Chairman  and  members  of  the  committee,  I  appre- 
ciate the  courtesy  of  giving  me  a  few  minutes  to  address  myself  on 
H.R.  5710,  especially  as  it  relates  to  the  Federal  employees. 

I  am  particularly  interested  in  this  matter  and  I  have  been  for 
several  years,  since  my  father  works  in  the  post  office  and  he  is  very 
close  to  retirement  age. 

For  the  first  time  there  is  some  legislation  being  proposed  on  this 
subject.  I  noticed  in  the  report  prepared  by  the  Social  Security 
Administration  in  connection  with  this  bill  that  only  about  8  percent 
of  the  Federal  employees  stay  in  service  long  enough  to  obtain  any 
type  of  pension  under  the  civil  service  system  so  that  this  type  of 
legislation  would  affect  92  percent  of  the  people  who  at  some  time  in 
their  lives  worked  for  the  Federal  Government. 

What  disappoints  me  about  this  bill  is  that  it  sets  a  cutoff  date  of 
June  30,  1966,  for  commencement  of  benefits.  All  Federal  employ- 
ment prior  to  that  date  would  be  disregarded  and  the  old  procedures 
of  refunding  the  money  if  the  person  is  not  eligible  because  he  worked 
less  than  5  years  or  if  he  worked  more  than  5  years  giving  him  some 
type  of  civil  service  benefits  which  is  very  minimal  to  people  who  are 
in  Government  the  first  10  or  12  years,  especially  if  they  are  in  the 
lower  income  bracket  and  are  not  on  the  supervisory  level. 
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This  is  disturbing.  I  hope  you  will  at  least  give  the  Federal  em- 
ployee the  same  type  of  treatment  which  is  given  in  the  railroad 
retirement  system,  allowing  a  full  transfer  of  funds  to  and  from 
the  system. 

Under  the  railroad  retirement  system,  any  person  who  is  with  a 
railroad  for  10  years  or  more  has  all  social  security  transferred  into 
the  railroad  retirement  system  and  vice  versa.  People  who  are  there 
less  than  10  years  have  their  railroad  retirement  benefits  transferred 
to  social  security. 

This  is  the  way  it  has  been  since  1936.  In  this  day  and  age  of  com- 
puters, I  am  sure  that  some  administrative  technique  can  easily  be 
arranged  to  transfer  all  of  the  Federal  employees'  contributions  going 
back  to  1936  or  1950  where  this  will  benefit  them. 

This  morning  I  attended  a  hearing  at  the  House  Post  Office  and 
Civil  Service  Committee,  which  is  holding  hearings  on  a  companion 
bill.  I  mentioned  this  point  to  them.  I  heard  testimony  of  Federal 
employee  organizations  where  they  were  very  reluctant  about  any 
kind  of  social  security  in  the  civil  service  system. 

I  feel  in  the  interest  of  fairness  and  equity  that  a  Federal  employee 
deserves  the  same  treatment  that  other  Americans  have  and  if  it 
would  be  to  his  benefit  to  have  his  earnings  in  Federal  employment 
treated  as  if  they  were  for  a  non-governmental  employer  and  subject 
to  social  security  taxes  and  benefits,  I  think  he  ought  to  be  afforded 
that  option,  at  least  on  an  optional  basis. 

I  don't  see  any  valid  objection  to  removing  any  impediment  to  social 
security  from  Federal  employees. 

Mr.  IJixman.  Thank  you,  Mr.  Dick. 

Without  objection,  your  entire  statement  will  appear  in  the  record 
as  if  read. 

(The  statement  follows:) 

Statement  of  Judah  Dick,  Esquire,  New  York  City 

To  the  honorable  member  of  the  House  Ways  and  Means  Committee,  I  wish  to 
express  my  gratitude  to  you  for  extending  me  this  opportunity  to  appear  before 
you  and  testify  on  a  matter  which  has  interested  me  for  the  past  five  years  and 
which  affects  the  fortunes  and  lives  of  thousands  of  my  fellow  Americans  who 
have  spent  some  time  during  their  working  lives  in  the  service  of  the  Government. 

The  only  major  group  of  persons  presently  excluded  from  Social  Security 
coverage  is  Federal  employees.  While  the  Federal  Governnment  provides  a 
good  pension  for  its  career  employees  who  have  spent  25  to  30  years  in  Govern- 
ment services,  it  fails  to  take  the  needs  of  persons  who  spend  10  or  15  years  in 
civil  service  into  account.  The  pension  system  is  geared  to  those  persons  with 
many  years  of  service  by  the  computation  of  annuities  based  on  the  length 
of  service,  with  those  years  over  the  tenth  year  in  service  counting  25%  more 
than  the  first  five  years.  This  basis  for  the  first  five  years  is  V/2% ;  the  next 
five  years — 1%%  ;  the  excess — 2%. 

There  is  no  transfer  of  credits  from  Government  service  to  Social  Security 
(as  there  is  for  those  covered  by  the  Railroad  Retirement  System).  Since 
social  security  benefits  are  based  on  lifetime  earnings,  and  all  earnings  in 
Government  are  excluded,  the  average  drops  quite  sharply.  If  the  person  is 
not  entitled  to  any  annuity  from  the  civil  service  system  because  of  retirement 
prior  to  62  or  any  other  reason,  he  obtains  a  reduced  social  security  benefit  and 
nothing  from  the  Government.  If  he  does  retire  at  62  after  5  years  in  Govern- 
ment, his  combined  benefits  from  both  social  security  and  civil  service  retire- 
ment are  substantially  less  than  that  which  he  could  have  obtained  had  he  re- 
mained in  non-governmental  employment  for  about  half  the  cost.    The  magni- 


1542  SOCIAL  SECURITY  AMENDMENTS  OF  1967 


tilde  of  the  problem  is  shown  in  the  Report  prepared  by  the  Social  Security 
Administration  to  affect  92%  of  all  Federal  Employees. 

To  illustrate  may  point,  I  will  use  my  father's  case  as  an  example.  My 
father  was  self-employed  for  many  years.  His  business  declined  and  he  started 
working  for  the  Post  Office  in  April  of  1959.  He  will  reach  62  in  December 
of  1968,  and  will  give  a  list  of  his  basic  salary — which  is  the  basis  of  Civil 
Service  Annuities — and  the  Contribution  he  made  to  the  system  at  the  rate 

of  6y2%. 


Year 


1959  

1960.   

1961  

1962  

1963—  

1964  

1965  

1966  

1967  (projected1) 

1968  (projected) 


Basic 
salary 


3, 026. 25 
4. 190. 00 
4,  385. 00 
4,  600. 00 

4,  926.  50 

5,  526. 25 

5,  905.  50 
6. 341.00 

6.  607. 00 
6,  783.  50 


Rate 
(percent) 


6.5 
6.5 
6.5 
6.5 
6.5 
6.5 
6.5 
6.5 
6.5 
6.5 


We  have  a  total  contribution  of  $3,398.84.  Benefits  are  based  on  the  average 
of  the  highest  five  years — or  $6,232.65  per  year.  This  would  yield  an  annuity — 
based  on  9%  years  of  service — of  $985.38  per  year  or  $82.11  per  month.  Since 
my  father's  Social  Security  average  was  substantially  lowered  by  his  Govern- 
ment service,  he  would  be  entitled  to  the  minimum  benefit  of  $70  for  himself  and 
$35  for  his  wife.  To  obtain  this  benefit  at  age  62,  he  would  take  off  20% — leav- 
ing a  Social  Security  payment  of  $85.50.  However,  if  he  desires  to  provide  the 
same  type  of  survivor  protection  for  his  wife  as  that  provided  by  Social  Security 
— a  50%  payment — he  would  have  his  annuity  reduced  by  a  stated  formula  to 
$890.13  or  $74.18  per  month.  This  would  give  him  a  total  retirement  pension 
— including  both  the  Civil  Service  Annuity  and  Social  Security — of  $159.68. 

If  the  Government  Service  was  transferable  to  the  Social  Security  System, 
his  payments  by  way  of  employment  taxes  and  amounts  credited  would  be : 


Year 

Amount 
credited 

Rate 
(percent) 

Contribution 

1959  

3, 500 
i  4, 800 
14,800 
14, 800 
4,800 
4, 800 
4,800 
6,  600 
6,  600 
7,300 

2.5 
3 
3 
3 

3.63 
3.63 
3.63 
3.85 
3.9 
3.9 

87. 50 
144.00 
144.00 
144. 00 
174.00 
174.00 
174.00 
254. 10 
257. 40 
284.  70 

1960  

1961  

1962  

1963  

1964  .  

1965  

1966  

1967  

1968  projected  

i  For  social  security  purposes,  compensation  for  overtime  and  nighttime  differential  are  counted,  although 
not  part  of  basic  compensation.   Figures  are  based  on  those  in  A.R.  5710. 


His  total  benefits  under  this  system,  had  Government  service  been  eligible 
for  benefits,  would  be  $144  for  himself  and  $72  for  his  wife ;  at  age  62,  it  would 
be  $115.20  for  himself,  and  $57.60  for  his  wife  or  a  total  of  $172.80.  The  total 
contributions  into  the  Social  Security  System  would  come  to  $1,837.70. 

It  is  odd  that  although  my  father  has  paid  $1,561.14  more  into  the  Civil  Serv- 
ice Retirement  System,  his  benefits  from  both  this  system  and  Social  Security, 
would  be  $13  per  month  less.   This  is  NOT  JUST  or  FAIR  OR  EQUITABLE. 

This  problem  has  existed  for  the  last  30  years  since  Social  Security  came  into 
existence.  It  has  been  studied  by  various  committees  and  commissions  in  the 
Executive  and  Legislative  Branches  of  Government,  and  it  is  only  now  that  some 
legislation  will  be  enacted  on  this  subject.  Let  us  examine  the  present  proposal 
to  see  whether  it  provides  the  adequate  solution. 
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Sec.  116  of  H.R.  5710  would  permit  the  transfer  of  credits  from  the  Federal 
Retirement  System  to  the  Social  Security  System,  if  the  person  is  not  eligible  for 
Federal  Retirement  benefits  only.  Since  any  one  may  become  not  eligible  by 
resigning  before  age  62,  I  am  troubled  by  this  provision.  I  am  troubled  by  the 
limitation  in  Sec.  116  of  earnings  transferable  to  those  earned  after  June  30, 
1966.  This  would  rule  out  almost  all  of  my  father's  earnings,  and  would  make 
the  transfer  worthless  to  him  and  to  the  thousands  of  other  Federal  employees 
who  are  close  to  retirement  and  will  not  have  many  working  years  left  after 
June  30,  1966. 

What  is  the  reason  for  choosing  this  date  as  the  starting  point  for  transfers 
of  credit — a  point  which  will  make  it  meaningless  for  any  person  who  has  spent 
many  years  in  Federal  service? 

None  come  to  mind  other  than  administrative  convenience  .  Surely,  in  a  day 
and  age  of  computer,  it  would  not  require  too  much  effort  to  have  transfers  of 
credit  permitted  all  the  way  back  to  January  1,  1937,  the  start  of  the  Social 
Security  System.  This  is  what  was  done  for  the  Railroad  employees  who  also 
must  pay  QV2%  for  retirement  benefits.  I  do  not  comprehend  why  Government 
employees  deserve  worse  treatment  than  Railroad  employees. 

The  Cabinet  Committee  on  Federal  Staff  Retirement  Systems,  appointed  by 
President  Johnson,  made  a  recommendation  to  permit  free  transfer  of  credits 
between  the  Staff  retirement  systems  and  Social  Security,  without  any  limita- 
tions. (See  House  Document  No.  402,  89th  Congress,  March  7,  1966,  pp.  26-28). 

The  cost  to  the  Government  would  be  quite  insubstantial,  since  the  Government 
must  presently  contribute  to  the  Civil  Service  Retirement  Fund.  It  would  seem 
that  the  General  Social  Security  Funds  would  bear  more  of  a  burden  than 
the  Government.  This  is  only  fair,  since  a  Government  employee  should  be  as 
good  as  anyone  else. 

In  the  past,  Congress  has  made  special  provisions  for  new  groups  of  persons 
coming  under  Social  Security  for  the  first  time,  so  that  their  pensions  be  com- 
mensurate with  their  lifetime  earnings.  I  respectfully  submit  that  this  precedent 
should  be  followed  in  the  instant  situation  and  that  the  date  in  the  Bill  (Page 
34,  Lines  5-6,  Page  34,  Line  11,  Page  38,  Line  1)  be  changed  to  January  1, 
1937  or  January  1,  1950 — which  is  the  date  used  to  compute  average  benefits  for 
almost  everyone  now  covered  by  Social  Security. 

Mr.  Ullman.  Are  there  any  questions  ? 

Thank  you  very  much,  Mr.  Dick,  for  appearing  before  this  commit- 
tee. We  appreciate  having  your  testimony. 
Mr.  Dick.  Thank  you,  Mr.  Chairman. 

Mr.  Ullman.  Mr.  Schafer,  we  welcome  you  before  this  committee. 
Please  identify  yourself.  Your  statement  will  appear  in  the  record  in 
full. 

You  may  proceed  as  you  see  fit. 

STATEMENT  OF  JOSEPH  A.  SCHAFER,  CERTIFIED  PUBLIC 
ACCOUNTANT,  PHILADELPHIA,  PA. 

Mr.  Schafer.  Thank  you,  Mr.  Chairman.  I  appreciate  the  oppor- 
tunity to  appear  once  again  before  this  committee  on  the  subject  of 
social  security.  I  was  here  previously  in  1949, 1950,  and  in  1954. 

I  might  say  that  I  just  wish  to  make  explanations  of  the  statement 
I  have  submitted  for  the  record  in  the  time  available. 

On  the  subject  which  I  have  captioned  "Self-Employed  Persons,"  I 
would  like  to  state  that  in  1954  I  had  complained  that  so  many  people 
were  barred  from  the  social  security  system  for  the  reason  that  they 
were  not  in  covered  employment. 

Others  had  been  in  employed  services  covered  by  social  security  for 
certain  quarters  but  because  of  one  reason  or  another,  illness  or  age  or 
something,  they  were  unable  to  continue  and  get  sufficient  credits  to 
qualify. 
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Now,  at  that  time  I  submitted  a  plan  by  which  they  could  join  the 
system  by  registering  and  paying  the  required  social  security  tax  in 
order  to  get  the  benefits.  However,  nothing  was  done  on  that. 

I  might  also  say  that  many  of  the  inequities  have  continued  for 
the  reason  that  the  treatment  has  been  on  a  piecemeal  basis  over  these 
years.  I  now  wish  to  present  another  plan — under  this  same  heading 
of  self-employed  persons — because  of  the.  fact  that  these  people  are 
not  able  to  work  up  sufficient  earnings. 

The  provisions  of  the  law  state  that  a  self-employed  person  must 
have  at  least  $400  income  in  order  to  join  the  system.  In  many  cases 
they  are  limited  in  what  their  earnings  may  be  because  of  the  fact 
that  in  many  cases  they  do  not  earn  the  maximum  credit  figure  and, 
therefore,  are  deprived  of  adequate  social  security  benefits  because  of 
the  law. 

They  are  barred. 

Now  that  is  very  unfair  and  inequitable.  I  am  proposing  that  all 
those  persons  in  a  self-employed  category,  if  they  only  have  a  low 
income,  should  be  permitted  to  declare  a  higher  earnings  base  so  that 
they  can  pay  additional  tax,  whatever  it  amounts  to,  on  the  same  rate, 
and  when  they  retire  get  the  adequate  benefits  instead  of  a  very  low 
benefit  or  minimum  benefit. 

We  are  talking  about  taking  care  of  the  poverty  class.  Now  here  by 
law  we  are  consigning  many  of  these  people  to  the  poverty  benefits. 
That,  of  course,  certainly  does  not  seem  to  be  just. 

In  that  section  I  have  cited  several  cases  which  are  real,  being 
clients  that  I  am  familiar  with.  I  have  one  case  of  a  widow  operating 
a  roominghouse,  a  small  corner  store  operator,  a  contractor,  and  the 
owner  of  a  small  corporation,  all  of  these  cases  where,  because  of 
circumstances,  they  have  to  declare  a  low  income  and  they  are  not 
allowed  to  increase  it  to  a  suitable  average  earnings  base  or  pay  the 
additional  tax  that  would  result,  and  in  the  future  receive  an  adequate 
social  security  benefit. 

I  am  making  that  recommendation  and  I  hope  that  something  will 
be  done  about  that.  In  other  words,  if  a  person  has  $1,000  income 
they  should  be  able  to  declare  that  they  have  average  earnings  of, 
say,  $1,500  or  $5,000,  whichever  they  choose. 

In  the  case  of  a  farmer,  even  if  a  farmer  does  have  a  low  income,  he 
is  permitted  to  declare  $1,600.   That,  of  course,  is  discriminatory. 

Let  me  go  to  the  section  on  earnings  and  tax  rates  under  sections 
107  and  108.  I  am  opposing  any  increase  in  the  maximum  earnings, 
the  tax  rates  and  the  benefits  because  they  are  unwarranted. 

They  are  inflationary  and,  at  any  rate,  they  are  improper.  I  would 
explain  they  are  unwarranted  because  of  the  fact  that  many  of  the 
people  in  the  mximum  bracket  receive  high  social  security  benefits 
plus  in  some  cases  private  pensions  and  in  other  cases  even  a  dual  sys- 
tem of  private  pensions  because  they  shift  from  one  job  to  another. 

It  seems  to  me  that  in  those  particular  cases  these  people  earn 
sufficient  money  that  they  can  take  care  of  their  own  retirement 
when  they  reach  that  particular  age. 

In  other  words,  they  make  enough  money  so  that  they  can  invest 
their  money.    They  do  have  savings.    They  do  invest  in  company 
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stocks  these  days  under  stock  options,  and  they  have  all  of  these 
pension  plans  and  all  of  these  things  generally. 

Therefore,  there  is  no  necessity  of  increasing  the  base  for  earnings 
or  tax  for  the  benefits. 

As  a  matter  of  fact,  all  these  tax  increases  add  to  the  cost  of  goods 
and  services  and  the  customers  have  to  pay  it  in  the  end.  I  point  out 
that  in  certain  companies  such  as  the  American  Telephone  &  Tele- 
graph, their  contribution  in  cost  is  $376  million  going  into  the  trust 
fund,  all  of  which  the  telephone  users  have  to  make  up. 

Also,  other  companies  which  I  cite  in  my  prepared  testimony. 

Now,  let  me  talk  about  the  city  of  Philadelphia  which  has  a  pro- 
posed plan  being  debated  at  this  time.  Under  this  proposed  plan 
they  would  give  the  city  employee  more  than  that  particular  employee 
makes  while  he  is  employed. 

In  other  words,  he  would  get  social  security,  he  would  get  the  city 
municipal  pension  and  in  some  cases  even  they  have  a  private  pension 
system  which  I  cite  for  one  particular  councilman  who  is  ready  to 
retire. 

This  man  would  receive  50  percent  of  his  salary  if  he  is  employed 
for  20  years  or  $7,500  now.  He  would  get  social  security  benefits  at 
$2,500  and  union  pension  of  $4,000.  That  is  $14,000  total  and  his 
earnings  now  from  the  city  are  $15,000. 

Now,  I  would  like  to  put  into  the  record  a  quote  from  the  news- 
paper of  last  Monday  stating — in  connection  with  this  municipal 
plan — it  is  only  one  paragraph  

Mr.  Ullman.  I  would  say  that  our  time  is  running  out — the  bells 
are  ringing. 

If  you  could  conclude  in  1  minute  we  would  appreciate  it. 
Mr.  Schafer.  This  quote  states : 

The  Pennsylvania  Economy  League  has  charged  that  the  proposed  pension 
plan  for  city  employees  is  not  only  much  more  liberal  than  the  plans  of  other 
cities,  but  much  more  liberal  than  pensions  in  the  Philadelphia  area  by  private 
firms  and  other  governmental  units. 

It  goes  on  to  state  further : 

We  think  this  is  unnecessarily  generous  and  far  out  of  line  with  what  pri- 
vately employed  people  of  Philadelphia  can  look  forward  to  in  their  pension 
systems. 

It  states  that  the  employee  would  contribute  6  percent  and  the 
city  contributes  32  percent  to  that  plan,  all  of  which  is  made  up  by 
the  taxpayers. 

Now  finally  on  sections  101,  102,  and  104  under  the  benefits  may  I 
recommend  that  all  the  minimums  be  increased  to  $100  because  of  the 
fact  that  all  of  these  other  beneficiaries  of  the  system  get  their  benefits 
with  the  help  of  these  in  the  low-income  groups.  They  get  the  private 
pensions,  they  get  the  government  pensions  and  they  also  get  social 
security. 

A  lot  of  these  in  the  low-income  groups  get  only  peanuts.  They  have 
been  given  $35 ;  I  think  that  should  be  raised  to  $50  and  then  to  $70. 

That  is  very  inadequate,  that  $35.  There  should  be  a  minimum  of 
$100  for  every  person  without  distinction,  no  reduction  because  of 
widowhood  or  anything  like  that. 
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Finally,  I  am  recommending  that  before  any  increases  are  made 
in  the  maximums  that  a  thorough  study  should  be  made  of  this  par- 
ticular dual  and  triple  system  we  have,  in  which  some  people  get 
nothing,  some  people  get  a  very  low  minimum,  and  others  getting  a 
large  amount  with  three  kinds  of  systems. 

I  think  that  is  very  unjust  also  and  very  inequitable. 

I  think  before  the  maximums  are  increased  to  any  extent  that  there 
should  be  a  thorough  study  of  this  to  get  some  balance  in  the  system 
and  know  where  our  ceiling  should  be. 

In  other  words,  also,  a  maximum  of  4  percent  on  the  rate  I  am 
requesting. 

Mr.  Ullman.  Thank  you  very  much,  Mr.  Schaf er.  We  do  appre- 
ciate your  appearing  before  this  committee. 

If  there  are  no  questions,  gentlemen ;  thank  you,  Mr.  Schaf  er. 

Your  full  statement,  without  objection,  will  appear  in  the  hearing 
record  at  this  point. 

Mr.  Schafer.  Thank  you  very  much,  Mr.  Chairman. 

(The  statement  follows:) 

Statement  of  Joseph  A.  Schafer,  Certified  Public  Accountant, 
Philadelphia,  Pa. 


Briefly  stated,  my  recommendations  are  summarized  as  follows : 

Section  101 :  Minimum  benefits  should  be  raised  to  $100  per  month.  Maximum 

benefits  should  not  be  increased.    Cost  of  living  increases  should  be  provided. 
Section  102 :  The  special  minimums  of  $100  per  month  should  be  paid  to.  all 

persons. 

Section  104 :  Benefits  to  persons  not  covered  by  social  security  should  include 
all  persons  over  G5  with  benefits  of  $100  per  month. 

Section  107 :  Earnings  covered  for  tax  and  credit  purposes  should  not  be 
increased. 

Section  108:  Tax  rates  applied  to  earnings  should  not  be  increased — a  maxi- 
mum tax  rate  of  4%  against  earnings  should  be  set. 

Self-employed  persons:  A  voluntary  method  of  contribution  should  be  per- 
mitted so  that  unfortunate  cases  of  low  earnings  will  not  prevent  those  people 
from  receiving  higher  benefits  by  stating  a  higher  amount  of  earnings  and  paying 
the  equivalent  tax  thereon. 

Before  any  changes  are  made  to  increase  the  earnings  base,  tax  rates,  and 
maximum  benefits,  a  thorough  study  of  the  social  security  and  private  pension 
systems  should  be  made  to  ascertain  the  inequitable  situations  which  exist 
because  of  dual  and  triple  benefits  received  by  favored  classes.  The  answer  to 
the  great  disparity  in  benefits  of  all  kinds  would  be  to  treat  all  people  with  fair- 
ness and  justice.  It  does  not  seem  to  be  just  when  some  people  cannot  receive 
any  social  security,  or  perhaps  a  low  amount,  while  other  people  receive  two  or 
three  benefits  with  generous  amounts  because  they  share  in  dual  systems. 

Criticisms  and  recommendations 

In  previous  appearances  before  Congressional  Committees  considering  changes 
in  the  Social  Security  system  I  criticized  certain  inequitable  provisions  and  sug- 
gested improvements.  I  contended  that  a  universal  system  of  social  security 
would  be  the  most  practical,  economical,  and  equitable  manner  of  providing  for 
old  age. 


SUMMARY 


Title  I. — Old-age,  survivors,  disability,  and  health  insurance 


Page 


Criticisms  and  recommendations  
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Social  justice  demands  that  every  person  should  be  treated  fairly,  considering 
the  fact  that  all  citizens  and  taxpayers  contribute  directly  or  indirectly  to  the 
social  security  and  private  pension  funds. 

I  criticized  the  system  because  persons  of  low  income  were  helping  to  provide 
security  for  those  with  high  incomes.  I  explained  that  half  of  the  social  security 
fund  was  contributed  by  employers  who  included  their  payments  in  production 
costs  and  operating  expenses  and  then  passed  that  expense  along  in  the  prices 
collected  from  customers:  such  expenses  were  deducted  in  computing  Federal 
income  taxes. 

That  process  was  duplicated  in  private  pension  systems,  since  the  company's 
contribution  is  added  to  costs  and  expenses,  included  in  the  prices  paid  by  cus- 
tomers, and  deducted  as  an  expense  for  tax  purposes. 

I  said  it  was  unamerican  to  expect  all  the  people,  including  the  poverty  class 
and  poor  widows,  and  even  people  not  covered  by  social  security,  to  help  con- 
tribute to  private  pension  funds  that  are  paid  to  wealthy  corporation  executives, 
who  receive  large  salaries  from  the  companies  and  should  be  able  to  provide 
some  of  their  own  security.  Corporation  officers  are  receiving  pensions  of 
$30,000,  $60,000,  $90,000,  or  any  amount  a  year,  all  of  which  was  charged  to  costs 
and  expenses  and  taken  as  a  deduction  in  computing  income  taxes. 

I  advocated  a  minimum  benefit  of  $70  a  month  to  all  persons  at  age  65,  and  at 
least  $50  per  month  to  persons  at  age  60,  without  reduction  in  the  amount  paid 
to  a  spouse.  Also,  that  benefits  be  geared  to  the  changing  cost  of  living,  so  that 
if  living  costs  increased,  benefit  payments  would  also  increase. 

In  1954  I  complained  that  several  million  old  men  and  women  were  being 
ignored  and  were  barred  from  receiving  benefits.  I  suggested  that  every  person 
not  covered  by  social  security  should  be  allowed  to  become  a  member  of  the 
system  by  registering  and  paying  a  minimum  amount  of  social  security  tax, 
and  thus  become  eligible  to  receive  minimum  benefits,  or  to  pay  the  maximum 
social  security  tax  to  receive  the  maximum  benefit. 

I  also  recommended  that  no  person  or  survivor  be  disqualified  from  receiv- 
ing benefits  if  that  person  had  at  any  time  participated  in  the  social  security 
system,  no  matter  to  what  extent.  I  pointed  out  that  it  was  an  unnecessary 
hardship  on  those  people  to  deprive  them  of  benefits  only  because  they  had  not 
been  able  to  accumulate  the  required  number  of  covered  quarters  in  employment 
for  whatever  reason,  including  unemployment,  incapacity,  or  death. 

The  unfortunate  people  were  those  who  were  born  too  soon  to  belong  to  the 
social  security  system  and  were  too  old  to  work,  widows  of  farmers  and  other 
groups  which  were  excluded  from  coverage,  and  also  those  who  earned  credit  for 
some  of  the  quarters  of  coverage  required  but  could  not  continue  working  to 
qualify.  They  were  forever  barred  from  benefits,  yet  their  contributions  to  the 
system  while  working  went  into  the  fund  to  be  paid  out  for  the  benefit  of  others. 

My  recommendation  then  was  that  every  person  should  be  permitted  to  qualify 
for  benefits  by  making  up  the  social  security  tax  cost  for  the  minimum  period  of 
coverage,  but  that  the  work  requirements  be  waived  because  such  old  people 
would  never  as  long  as  they  lived  be  able  to  earn  the  credit  they  lacked,  either 
because  they  were  too  sick,  weak  or  infirm  to  work,  or  because  no  employer  would 
give  them  a  job. 

For  those  who  had  no  record  as  a  member  of  the  system,  I  recommended  that 
they  be  allowed  to  consider  themselves  as  self-employed  so  that  they  could  pav 
the  equivalent  amount  of  tax  to  join  the  system. 

Self-employed  persons 

Although  additional  groups  have  been  brought  into  the  social  security  system 
and  other  improvements  in  the  system  have  been  made,  many  inequities  still 
exist.  It  appears  in  the  changes  now  proposed  that  a  greater  disparity  will  be 
created  between  the  unfortunate  low-income  groups  and  the  favored  high-income 
groups.  The  restrictions  relating  to  coverage  are  still  illogical  and  treat  the 
unfortunate  inequitably  because  they  purposely  prevent  certain  members  of  the 
system  from  receiving  other  than  a  minimum  benefit,  or  a  lower  amount  than 
could  otherwise  be  earned  if  a  supplemental  contribution  on  a  voluntarv  basis 
were  permitted. 

Self-employed  persons  must  have  net  earnings  of  at  least  $400  in  a  year  in 
order  to  receive  social  security  credit ;  if  net  earnings  are  less  than  $400,  no 
social  security  credit  can  be  given  for  that  year 


1548  SOCIAL  SECURITY  AMENDMENTS  OF  19  67 


In  the  case  of  farmers,  an  optional  method  of  figuring  net  earnings  may  be 
used.  If  actual  net  earnings  are  less  than  $400,  but  gross  farm  income  is  be- 
tween $600  and  $2,400,  it  is  permissible  to  report  two-thirds  of  gross  income  as 
self-employment  income.  If  actual  net  earnings  are  not  more  than  $1,600,  but 
gross  income  is  over  $2,400,  self-employment  income  can  be  reported  as  $1,600. 

Several  unfortunate  situations  prevent  certain  self-employed  persons  from 
receiving  adequate  social  security  benefits,  as  shown  in  the  following  cases: 

(a)  A  widow  operating  a  rooming  house  and  rendering  service  may  or  may 
not  make  enough  income  to  qualify  for  coverage. 

(6)  A  small  corner  store  operator  whose  net  earnings  for  the  year  are  only 
$2,400  would  receive  minimum  benefits,  although  perhaps  as  many  as  sixty  hours 
a  week  are  spent  in  the  business. 

(c)  A  contractor  with  gross  business  totaling  $75,000  winds  up  with  only 
$4,000  net  earnings  for  the  year,  but  some  of  his  employees  earn  more  than  he 
does,  indicating  unfairness  in  the  system. 

(d)  The  owner  of  a  small  corporation,  whose  business  has  suffered  from 
changing  conditions  and  because  of  competition  has  reduced  sales,  takes  only 
$3,000  salary  for  the  year  in  order  to  keep  operating  losses  at  a  minimum. 

Other  persons  can  be  added  to  this  list  of  unfortunate  self-employed: 

(e)  A  person  who  has  worked  only  partly  in  covered  employment  and  engages 
in  other  work  on  a  part-time  basis  in  non-covered  work. 

(/)  A  person  who  is  out  of  work  for  part  of  the  year  because  of  illness  or  lack 
of  work  and  fails  to  earn  suitable  income  during  the  year. 

In  all  those  cases  the  person  involved  is  being  placed  at  a  considerable  dis- 
advantage because  of  inability  to  earn  a  higher  amount  of  income.  Why  should 
those  people  find  themselves  limited  by  law  to  a  minimum  or  very  low  benefit 
upon  reaching  retirement  age?  In  many  cases  the  person  spends  as  much  time 
on  business  as  those  who  are  fortunate  to  receive  a  high  income  that  will  place 
them  in  the  class  receiving  maximum  benefits  upon  retirement. 

All  persons  with  low  incomes  should  be  permitted  to  raise  their  earnings  base 
by  declaring  an  additional  amount  as  earnings  and  voluntarily  paying  the  pre- 
scribed social  security  tax  rate  thereon.  This  also  can  be  applied  to  other  work- 
ers who  wish  to  improve  their  earnings  record  and  receive  higher  benefits  than 
would  otherwise  be  paid  to  them  on  the  basis  of  low  earnings  resulting  from  any 
cause. 

It  is  therefore  recommended  that  those  persons  be  allowed  to  make  up  any 
deficiency  in  their  earnings  during  low  periods  of  earnings  so  that  they  can 
retain  a  satisfactory  earnings  average  as  a  base  for  computing  their  benefits. 
In  such  a  case  a  person  with  only  $1,000  income  during  the  year  would  be  al- 
lowed to  raise  the  figure  to  $5,000  or  $6,000.  Of  course  he  would  contribute  the 
equivalent  social  security  tax  on  the  additional  earnings  he  would  decide  to 
report.  Upon  retirement  he  would  receive  adequate  benefits  instead  of  the  mini- 
mum or  starvation  benefit.  As  that  person  would  pay  the  tax  on  the  full  amount 
declared,  there  would  be  no  cost  to  absorb  by  the  Government. 

Sections  107  and  108 — earnings  and  tax  rates 

There  should  be  no  increase  in  the  maximums  now  provided.  The  constantly 
rising  level  of  taxable  earnings,  tax  rates,  and  maximum  benefits  should  be 
regarded  with  apprehension  for  the  reason  that  the  maximum  benefits  proposed 
for  future  years  is  unwarranted,  is  inflationary,  and  causes  inequitable  treat- 
ment for  low  income  groups  in  comparison  with  high  income  groups. 

It  is  a  fact  that  only  the  fortunate  survivors  of  the  system  will  receive  the 
generous  benefits  built  up  by  the  less  fortunate  workers  who  may  not  be  around 
to  share  in  the  benefits  although  they  had  contributed  to  the  fund  all  during 
their  working  years.  Many  participants  in  the  system  will  have  had  social 
security  tax  extracted  from  their  earnings  for  many  years,  but  may  not  collect 
a  dollar  later  on.  It  would  be  better  if  only  a  minimum  amount  of  tax  is  with- 
held from  their  earnings  so  that  they  could  enjoy  the  benefit  of  more  income 
while  they  lived. 

It  likewise  would  be  better  if  only  a  minimum  amount  of  tax  had  to  be  paid  by 
the  employer  as  a  contribution  to  the  system,  which  might  result  in  lower  pro- 
duction costs  and  lower  prices  to  customers.  On  the  other  hand,  if  higher  and 
higher  social  security  taxes  are  imposed  on  manufacturers  and  business  in 
general,  it  is  certain  that  higher  and  higher  prices  will  be  demanded  in  reim- 
bursement, which  can  only  result  in  inflation. 
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This  same  principal  applies  to  private  company  pension  systems  which  have 
been  rising  constantly  in  order  to  meet  the  demands  of  labor,  so  that  the  result 
is  ever  increasing  pension  checks  to  workers  and  executives.  It  also  is  a  fact 
that  the  trend  in  private  employment  grants  continuing  group  life  insurance  as 
well  as  hospitalization  in  case  of  illness  to  retired  employees,  which  supplements 
Medicare  under  government  plans  to  relieve  old  people  of  illness  and  hospitaliza- 
tion costs. 

The  non-contributory  retirement  plan  of  American  Telephone  &  Telegraph 
Company  covers  all  employees  and  provides  service  pensions  and  death  benefits. 
Payments  to  trust  funds  in  1966  amounted  to  $376,895,000,  which  was  charged 
to  operating  expenses ;  in  addition,  the  employer's  social  security  tax  contribu- 
tion was  charged  to  operating  taxes. 

The  retirement  program  of  General  Motors  Corporation  has  provided  non- 
contributory  benefits  to  employees  since  1950.  Since  1963  hospital  and  medical 
expense  benefits  have  been  available  to  retired  employees.  Payments  into  trust 
funds  are  now  close  to  $200,000,000  a  year. 

Chrysler  Corporation  retirement  programs  provide  benefits  to  employees  for 
early  retirement  and  permanent  total  disability.  The  total  cost  was  $103,400,000 
in  1966,  most  of  which  was  from  non-contributory  pension  plans,  and  included 
group  life  and  hospitalization  insurance  for  retired  employees. 

A  proposed  retirement  plan  for  municipal  workers  in  the  City  of  Philadelphia 
would  pay  a  pension  which  with  social  security  benefits  would  result  in  more 
income  to  the  employee  than  he  received  while  he  worked.  The  employee  con- 
tribution is  6%,  while  the  City  would  contribute  32%  to  the  fund.  An  example 
cited  indicates  that  an  employee  with  take-home  pay  of  $4,800  would  receive 
retirement  and  social  security  benefits  of  $6,247,  or  almost  $1,500  more  income 
than  when  he  worked. 

A  Philadelphia  city  councilman,  reported  to  be  retiring,  would  receive  upon  re- 
tirement with  20  years  service,  a  city  pension  of  50%,  or  $7,500;  social  security 
benefits  of  $2,500  ;  and  a  union  pension  of  $4,000  a  year ;  the  total  of  $14,000  com- 
pares with  his  current  salary  of  $15,000. 

A  Pennsylvania  state  legislator  who  recently  retired  receives  a  monthly  pen- 
sion of  $1,376.00.  It  was  reported  that  Adam  Clayton  Powell  would  receive 
$14,025  pension  a  year  if  he  retires  at  age  60.  Of  course,  generous  contributions 
to  these  plans  were  made  by  the  federal  and  state  governments  through  general 
tax  funds. 

A  self-employed  person  having  high  earnings  may  now  contribute  to  his  own 
retirement  plan  and  get  a  deduction  of  $1,250  in  computing  his  Federal  in- 
come tax. 

Sections  101, 102, 104 — Benefits 

It  is  discriminatory  for  the  general  public,  including  all  the  customers  and 
taxpayers,  even  those  with  low  incomes  or  not  eligible  for  social  security,  to 
contribute  to  the  generous  retirement  benefits  granted  to  the  favored  classes  and 
the  fortunate  survivors,  including  wealthy  corporation  executives  and  govern- 
ment employees  and  officials.  The  funds  are  created  through  the  taxes  collected 
and  through  the  prices  paid  for  goods  and  services.  Everybody  helps  to  pay 
the  bill. 

Since  the  general  public  helps  to  provide  the  funds  for  those  receiving  private 
pensions  in  addition  to  social  security,  then  every  aged  person  should  be  entitled 
to  the  same  generous  treatment  by  receiving  equivalent  benefits. 

It  is  therefore  recommended  that  minimum  benefits  should  be  at  least  $100 
per  month  for  every  person  without  exception  upon  reaching  age  65. 

Mr.  Ullman.  The  committee  will  stand  adjourned  until  10  a.m. 
tomorrow  morning. 

(Whereupon,  at  4  p.m.,  the  hearing  was  adjourned  to  reconvene  at 
10  a.m.,  Thursday,  March  23, 1967.) 


PRESIDENT'S  PROPOSALS  FOR  REVISION  IN  THE 
SOCIAL  SECURITY  SYSTEM 


THURSDAY,  MARCH  23,  1967 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Washington,  D.G. 
The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  the  committee 
room,  Longworth  House  Office  Building,  Hon.  Wilbur  D.  Mills 
(chairman  of  the  committee)  presiding. 
The  Chairman.  The  committee  will  be  in  order. 
Our  first  witness  this  morning  is  our  colleague  from  Hawaii,  the 
Honorable  Spark  M.  Matsunaga.    We  appreciate  having  you  with  us 
this  morning,  Mr.  Matsunaga.    You  are  recognized,  sir. 

STATEMENT  OF  HON.  SPARK  M.  MATSUNAGA,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  HAWAII 

Mr.  Matsunaga.  Thank  you,  Mr.  Chairman.  Mr.  Chairman  and 
members  of  the  committee,  I  certainly  appreciate  this  opportunity  to 
testify  in  support  of  my  bill  H.R.  4497,  which  would  permit  officers 
and  employees  of  the  Federal  Government  to  elect  coverage  under  the 
Social  Security  Act.  I  am  today  presenting  separate  testimony  be- 
fore this  committee  in  support  of  H.R.  5710,  the  Social  Security 
Amendments  of  1967. 

The  question  of  providing  social  security  coverage  for  Federal  em- 
ployees has  been  discussed  with  increasing  frequency  during  the  past 
several  years.  The  time  has  arrived  when  it  appears  that  definitive 
action  ought  to  be  taken  in  connection  with  the  enactment  of  legisla- 
tion which  would  authorize  Federal  employees  to  elect  such  coverage 
for  themselves. 

The  administration  has  included  in  its  social  security  recommenda- 
tions a  provision  that  would  allow  social  security  coverage  for  Fed- 
eral employees  who  do  not  contribute  to  the  civil  service  retirement 
program  long  enough  to  qualify  for  benefits  under  that  program. 

The  next  logical  step  forward  is  suggested,  but  it  is  not  taken  in 
such  recommendations.  All  Federal  employees  ought  to  have  the 
opportunity  to  be  covered  by  the  social  security  program.  To  give 
them  this  opportunity,  I  introduced  H.R.  4497. 

In  the  past,  one  of  the  objections  to  social  security  for  Federal  em- 
ployees has  been  that  the  employees  themselves  do  not  want  this  cov- 
erage. It  is  true  that  for  some  employees  there  is  little  or  no  advan- 
tage to  their!  being  included  in  the  social  security  system.  These 
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people  object,  and  perhaps  rightly  so,  to  being  required  to  make  pay- 
ments for  protection  they  do  not  need. 

Other  employees,  however,  want  social  security  coverage.  It  would 
provide  them  with  supplementary  protection  that  they  need  and  for 
which  they  are  willing  to  pay. 

It  seems  to  me  that  the  way  to  help  both  the  Federal  employee  who 
wants  social  security  coverage  and  the  one  who  does  not,  is  to  enact  a 
law  which  provides  for  an  option.  Let  the  employee  who  wants  social 
security  have  the  opportunity  to  buy  it,  without  requiring  the  em- 
ployee who  does  not  want  it  to  buy  it. 

H.R.  4497  like  the  bill  introduced  by  the  distinguished  gentleman 
from  Missouri,  Mr.  Karsten,  who  sits  on  this  committee  would  give  an 
option  to  all  Federal  employees.  A  Federal  employee  who  wants 
social  security  could  at  any  time  within  2  years  of  the  date  the  bill  is 
enacted,  or  within  2  years  after  he  obtains  a  Federal  job,  elect  to  have 
his  Federal  employment  covered  under  the  social  security  program. 

If  he  elects  to  do  this,  he  would  pay  social  security  taxes  like  any 
other  employee;  and  if  he  becomes  disabled,  retires,  or  dies;  social 
security  benefits  would  be  available  to  him  or  to  his  family  in  addition 
to  any  benefits  that  are  provided  under  the  existing  program  for  Fed- 
eral employees. 

We  know  that  the  situation  of  people  changes  from  time  to  time. 
Many  people  enter  the  Federal  civil  service  when  they  are  young, 
before  they  have  families,  and  before  they  know  whether  they  will 
need  social  security  coverage.  For  these  people  the  bill  would  provide 
a  second  chance.  The  second  chance  would  be  a  6-month  period  in 
which  they  could  elect  to  be  covered  by  social  security.  This  second 
period  would  begin  5  years  after  the  end  of  the  initial  2-year  period. 

Mr.  Chairman  and  members  of  the  committee,  I  think  that  this  bill- 
presents  the  best  opportunity  we  will  have  to  make  an  equitable  settle- 
ment on  the  question  of  providing  social  security  benefits  to  Federal 
employees.  There  is  indeed  no  persuasive  reason  why  Federal  em- 
ployees should  be  denied  the  opportunity  to  participate  in  the  social 
security  program. 

Employees  in  private  industry,  many  of  whom  have  better  pension 
plans  than  the  Federal  civil  service  program,  participate  in  the  social 
security  program.  State  and  local  civil  servants  can  decide  if  they 
want  to  participate  in  the  social  security  program.  Similarly,  clergy- 
men are  given  the  privilege  to  decide  if  they  want  to  participate  in  the 
program.  We  ought  to  grant  the  same  privilege  to  our  Federal 
employees. 

H.R.  4497  would  not  take  away  any  of  the  rights  that  are  presently 
enjoyed  by  Federal  employees.  It  would  not  force  social  security 
upon  a  Federal  employee  who  does  not  want  it.  The  only  employees 
who  would  have  to  pay  for  it  would  be  those  who  want  social  security 
coverage  and  elect  to  be  covered  under  the  program. 

Mr.  Chairman  and  members  of  the  committee,  the  idea  embodied 
by  H.R.  4497  I  think  is  a  good  one  and  a  workable  one.  It  is  the  next 
logical  step  forward  which  is  suggested  but  not  included  in  the  Presi- 
dential proposals  to  improve  the  Social  Security  Act. 

I  therefore  respectfully  suggest  that  the  idea,  if  not  the  specific 
provisions  of  H.R.  4497,  be  included  in  the  Social  Security  Amend- 
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ments  of  1967.   In  the  alternative,  I  strongly  urge  that  H.E.  4497 
be  given  f  avorable  consideration  by  this  committee. 
Thank  you  very  much. 

The  Chairman.  Mr.  Matsunaga,  I  want  to  thank  you,  sir,  for  com- 
ing to  the  committee  and  giving  us  the  benefit  of  your  thinking  about 
the  bill  you  have  introduced,  which  is  similar  to  the  bill  introduced  by 
our  colleague,  Mr.  Karsten. 

Are  there  any  questions  of  Mr.  Matsunaga? 

Thank  you,  sir. 

Mr.  Matsunaga.  Mr.  Chairman,  may  I  also  have  the  permission, 
if  the  permission  has  not  yet  been  granted,  to  submit  a  statement  in 
support  of  H.E.  5710. 

The  Chairman.  We  would  appreciate  having  it.  Without  objec- 
tion that  will  be  included  in  the  record  at  this  point. 

Thank  you,  sir. 

(The  statement  referred  to  follows :) 

Statement  of  Spark  M.  Matsunaga,  a  Representative  in  Congress  From  the 

State  of  Hawaii 

Mr.  Chairman  and  members  of  the  Committee  on  Ways  and  Means,  I  thank 
you  for  this  opportunity  to  testify  in  support  of  H.R.  5710,  which  incorporates  the 
President's  proposals  to  improve  the  Social  Security  Act. 

In  his  message  to  the  Congress  on  older  Americans,  Mr.  Johnson  expressed 
the  sentiment  that  our  rising  number  of  senior  citizens  is  a  national  triumph 
as  well  as  a  national  challenge.  By  our  timely  consideration  and  passage  of  his 
proposals,  we  can  meet  that  challenge.  It  has  been  amply  demonstrated  in 
hearings,  surveys,  and  studies  that  the  chief  problem  of  older  persons,  and  their 
greatest  need,  is  income.  The  senate  Special  Committee  on  Aging,  after  extensive 
hearings  has  concluded  that  elderly  individuals,  and  families  dependent  on 
elderly  individuals,  are  a  major  portion  of  our  poor ;  that  they  are  the  most 
invisible  of  the  poor;  and  that  they  are  the  most .  hopeless  of  the  poor.  They 
further  determined  that  no  attack  on  poverty  can  be  successful  unless  it  eliminates 
poverty  among  the  elderly.  The  Social  Security  programs  already  enacted  by 
Congress  are  important  weapons  in  the  war  on  poverty,  but  the  President's 
proposals  would  do  much  to  make  those  weapons  more  effective  and  to  alleviate 
the  poverty  suffered  by  the  elderly.  It  would  provide  increased  income  for 
over  23  million  persons  who  depend  on  social  security  as  their  major  source  of 
income. 

Secretary  Gardner  noted  in  his  remarks  here  several  weeks  ago  that  the  in- 
crease of  the  minimum  benefit  from  $44  to  $70  would  direct  a  major  share  of  the 
benefit  increase  to  raise  the  living  standard  of  the  5.4  million  older  Americans 
who  are  now  living  in  poverty,  and  it  would  lift  1.4  million  of  them  out  of  poverty. 
The  provision  for  a  special  minimum  benefit  for  workers  who  have  18  or  more 
years  of  service  also  would  benefit  the  elderly  poor.  This  seems  to  me  an  especi- 
ally judicious  way  to  provide  for  these  persons  who  have  worked  under  the 
system  for  long  years  with  low  pay,  and  now  receive  only  token  benefits.  It  in- 
creases the  effectiveness  of  social  security  as  a  weapon  against  poverty  by  direct- 
ing its  benefits  toward  those  who  need  them  most  without  destroying  the  con- 
tributory nature  of  the  system. 

For  those  persons  not  covered  by  social  security  during  their  working  years,  or 
those  who  could  not  meet  coverage  requirements  for  other  reasons,  and  who  now 
face  life  with  no  source  of  income,  the  Congress  in  1965  voted  a  special  pension  of 
$35  per  month.  The  increase  suggested  in  the  President's  proposals  seems  fair 
to  me  for  if  we  are  going  to  fight  poverty  we  ought  to  do  it  by  exerting  a  maximum 
effort  in  behalf  of  each  and  every  beneficiary. 

Another  form  of  government  assistance  to  the  elderly  which  the  President  has 
advocated  revising  and  modernizing  is  the  special  income  tax  benefits  extended 
to  those  over  65.  It  was  amply  demonstrated  by  Administration  spokesmen  before 
this  Committee  that  the  present  system  places  an  unfair  burden  on  those  least 
able  to  pay,  while  at  the  same  time  discriminating  against  those  who  continue  to 
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work  after  age  65.  I  find  the  President's  proposals  fair  and  equitable,  and  I 
support  the  proposition  that  those  persons  upon  whom  age  places  no  financial 
hardship  should  not  receive  special  benefits  denied  to  other  taxpayers. 

The  other  changes  which  the  President  has  recommended  in  the  social  security 
system — extension  of  disability  benefits  to  widows  under  age  62,  increase  in 
amount  that  a  beneficiary  may  earn  without  suffering  a  reduction  in  benefits,  ex- 
tension of  social  security  coverage  to  500,000  farmworkers,  and  social  security 
credit  for  federal  employees  not  eligible  for  civil  service  benefits  when  they  retire, 
become  disabled,  or  die — all  seem  to  me  necessary  up-dating  of  the  system.  How- 
ever, I  recommend  that  to  the  Presidential  proposals  be  added  a  further  pro- 
vision which  would  permit  Federal  employees  to  elect  social  security  coverage. 

I  have  introduced  a  bill  to  this  effect,  H.R.  4497,  on  which  I  am  furnishing 
separate  testimony  before  this  Committee. 

Despite  the  far-reaching  effect  of  many  of  these  proposals  and  the  Federal  gov- 
ernment's other  efforts  to  combat  poverty,  it  is  still  too  often  necessary  for  many 
of  our  citizens  to  go  on  the  welfare  rolls.  In  light  of  this  it  seems  a  complete 
abnegation  of  responsibility  on  the  part  of  the  States  to  fail  to  supply  these  un- 
fortunate persons  with  at  least  a  minimum  income  necessary  to  supply  basic 
needs.  The  report  of  the  Advisory  Council  for  Public  Welfare,  which  is  aptly 
entitled  "Having  the  Power  We  Have  the  Duty,"  suggests  a  plan  for  public  wel- 
fare that  includes  a  national  minimum  standard  for  public  assistance  payments 
below  which  no  State  should  fall.  The  President's  proposals  to  this  end  are 
urgently  needed.  I  am  proud  that  Hawaii  is  one  of  the  States  which  does  meet 
its  minimum  standard  for  public  assistance  100%.  I  am  also  fully  in  favor  of  the 
requirement  of  a  work-incentive  provision  for  old-age  assistance  recipients. 
Hawaii  is  one  of  twelve  States  with  the  maximum  earnings  deduction  provision 
in  effect,  and  I  am  firmly  convinced  of  its  worth,  both  to  the  self -respect  of  the 
individual  and  to  his  standard  of  living.  Work  incentive  is  also  important  for 
families  with  children  and  the  President's  extension  of  the  earnings  allowance 
to  adults  as  well  as  children  provides  both  a  practical  method  of  increasing 
family  income  and  allowing  the  adult  in  the  family  to  assume  the  status  of  family 
provider. 

Like  the  great  majority  of  my  fellow  Americans,  I  am  well  pleased  with  the 
workings  of  Medicare  in  the  few  short  months  in  which  it  has  been  in  operation. 
I  recognize,  however,  that  improvements  and  extensions  are  desirable  and  fre- 
quently necessary.  It  is  impossible  to  predict  with  complete  accuracy  the  extent 
to  which  a  nrosrram  w^ll  be  utilized  by  the  public,  but  the  response  to  Medicare 
indicates  substantial  support  for  any  proposal  which  is  intended  to  broaden  its 
coverage.  Providing  Medicare  benefits  to  disabled  beneficiaries  of  the  social 
security  system  would  enable  them  to  meet  with  less  difficulty  the  huge  medical 
expenses  with  which  they  are  often  burdened.  Provision  for  foot  care  services 
for  recipients  of  Medicare  is  also  an  important  liberalization  of  the  benefits 
provided  and  no  doubt  would  be  of  great  help  to  many  elderly  living  on  a  small 
budget. 

I  am  sure  I  am  with  the  majority  of  Americans,  when  I  say  I  am  strongly  in 
favor  of  an  active  campaign  to  better  the  health  and  welfare  of  the  nation's 
children,  the  single  most  important  resource  on  which  the  future  strength  of  this 
Nation  depends.  While  I  support  firmly  the  President's  proposals  to  improve 
child  health  care  services  under  Title  V  and  XIX  of  the  Social  Security  Act,  I 
would  also  like  to  see  the  child-welfare  services  extended  and  improved  even 
further  than  the  President  has  suggested.  To  this  end,  with  many  of  my 
colleagues  I  have  sponsored  a  separate  bill  to  amend  Title  V  of  the  Social 
Security  Act— H.R.  6942. 

Mr.  Chairman  and  members  of  the  Committee,  in  view  of  the  many  benefits 
which  would  have  accrue  to  recipients  of  Social  Security  with  the  passage  of  H.R. 
5710,  and  the  patent  weapons  it  would  provide  in  the  fight  against  poverty,  I 
respectfully  urge  prompt  action  on  this  legislation.  Let  us  meet  the  national 
challenge  offered  by  the  rising  number  of  our  senior  citizens  as  swiftly  and 
effectively  as  possible. 

Thank  you  very  much. 

The  Chairman.  We  have  with  us  today  the  Honorable  Hervey  G. 
Machen  from  the  State  of  Maryland.  Thank  you  for  coming  today, 
and  you  may  proceed. 
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STATEMENT  OF  HON.  HERVEY  G.  MACHEN,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  MARYLAND 

Mr.  Machen.  Mr.  Chairman,  this  committee  is  now  considering 
legislation  that  could  greatly  expand  the  Federal  financial  participa- 
tion in  child  welfare  services.  It  seems  only  logical  to  me  that  this 
Government  which  already  assists  in  the  services  to  the  aged,  blind, 
disabled,  and  poor  should  take  a  step  forward  to  help  invest  in  our 
future. 

The  major  bill  before  you  is,  of  course,  H.R.  5710,  which  embodies 
the  President's  proposals  for  Federal  aid  for  child  welfare.  However, 
although  I  am  in  support  of  these  proposals,  I  believe  that  the  need 
calls  for  more  direct  and  rapid  action.  H.R.  1977  contains  the  pro- 
visions that  I  feel  should  be  enacted.  These  include  direct  assistance 
to  States  for  foster  care,  day  care,  and  for  meeting  certain  costs  and 
problems  of  institutionalized  or  emotionally  disturbed  children. 

I  am  informed  by  the  Maryland  State  welfare  director  that  under 
the  terms  of  a  bill  such  as  H.R.  1977  over  9,000  children  in  foster 
homes  in  my  State  will  receive  benefits. 

In  my  own  county  of  Prince  Georges,  we  have  difficulty  recruiting 
and  keeping  foster  homes  because  of  the  differential  in  pay  between 
the  county  and  the  neighboring  District  of  Columbia,  Our  county 
commissioners  have  contacted  me  on  this  matter  and  advised  me  of 
urgent  need  for  increased  funds — a  need  that  must  be  even  greater  in 
some  other  jurisdictions. 

The  Federal  Government  has  already  acknowledge  a  responsibility 
for  the  poor  children  of  the  Nation  who  are  living  with  their  parents 
through  the  aid  to  families  with  dependent  children  program.  It  is 
a  logical  extension  of  this  responsibility  to  include  the  homeless  and 
neglected  children  who  must  be  placed  in  other  people's  homes. 

Foster  care  is  the  best  alternative  to  a  good  home  with  a  child's  own 
parents.  In  fact,  it  is  the  only  alternative  that  we  know  that  does  not 
do  irreparable  psychological  harm  to  a  youngster.  All  of  us  here  in 
Washington  are  aAvare  of  the  heartrending  situation  in  Junior  Village, 
the  city's  institution  for  homeless  and  neglected  children.  Here  we 
see  youngsters,  confined  in  overcrowded  and  understaffed  facilities, 
who  struggle  to  go  through  the  bath  routine  two  and  three  times  be- 
cause it  is  the  only  'time  in  the  day  that  they  have  physical  contact 
with  an  adult  who  can  concentrate  on  them  alone.  Furthermore,  the 
cost  of  a  good  foster  home  is  roughly  one-third  of  the  cost  of  maintain- 
ing a  child  in  a  residential  institution. 

A  second  major  area  that  is  covered  by  this  bill  is  day  care  for  chil- 
dren of  working  or  disabled  mothers.  Many  of  the  mothers  presently 
on  welfare  would  be  employable  if  they  had  decent  facilities  for  their 
children  while  they  worked.  And  it  is  to  our  shame  that  there  are 
hundreds  of  thousands  of  young  children — the  so-called  latchkey  chil- 
dren— who  have  no  supervision  at  all  when  they  return  home  from 
school  because  mother  is  working  and  either  cannot  find  or  cannot 
afford  adequate  care  for  them. 

Again  referring  to  my  home  county  of  Prince  Georges,  there  are 
15,000  children  under  12  from  low-income  families  that  cannot  afford 
the  prevailing  rate  of  adequate  day  care. 
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The  Los  Angeles  Times,  in  a  perceptive  editorial  said  that  "This 
Nation's  most  urgent  domestic  goal  *  *  *  is  to  save  the  next  genera- 
tion." I  am  certain  that  there  are  few  who  would  dispute  that  state- 
ment. Therefore,  I  hope  that  this  committee  sees  fit  to  report  out  an 
expanded  and  comprehensive  plan  for  Federal  assistance  in  child 
welfare  programs.  The  next  generation  will  provide  you  with  your 
reward. 

Thank  you  for  your  time  and  consideration. 

The  Chairman.  Mr.  Machen,  thank  you  for  your  statement.  Are 
there  any  questions?    There  are  none. 

Our  next  witness  is  the  Honorable  Henry  S.  Reuss,  from  the  State 
of  Wisconsin. 

Mr.  Reuss,  we  are  glad  to  have  you  with  us  today  and  would  you 
please,  for  the  sake  of  the  record,  identify  yourself  and  proceed  as  you 
will. 

STATEMENT  OF  HON.  HENRY  S.  REUSS,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  WISCONSIN 

Mr.  Reuss.  Mr.  Chairman,  I  appear  here  today  to  testify  in  sup- 
port of  H.R.  3392  and  H.R.  5710,  two  bills  now  before  your  committee 
which  would  liberalize  social  security  payments. 

Specifically,  I  favor  the  enactment  of  the  social  security  provisions 
of  H.R.  5710,  the  President's  bill,  except  where  they  conflict  with  the 
provisions  of  my  own  bill,  H.R.  3392.  A  combination  of  these  two 
bills  would  be  landmark  social  security  legislation. 

This  legislation  would  include  the  the  following  provisions  from  the 
President's  bill : 

•  1.  A  59-percent  increase  in  the  minimum  monthly  old-age  insurance 
benefits  from  $44  to  $70  for  the  2.5  million  Americans  now  receiving 
minimum  benefits ; 

2.  An  increase  to  $100  for  an  individual  and  to  $150  for  a  couple 
with  25  years  of  social  security  credit  in  the  minimum  monthly  social 
security  payment ; 

3.  An  increase  from  $35  to  $50  monthly  for  an  individual  and  from 
$52.50  to  $75  for  a  couple— for  900,000  people  over  72  years  of  age 
who  have  made  few  or  no  social  security  contributions ; 

4.  An  extension  of  special  benefits  to  200,000  people  of  age  72  who 
have  not  received  benefits  before ;  and 

5.  An  extension  of  the  social  security  benefits  to  some  70,000  severely 
disabled  widows  under  62  years  of  age,  to  500,000  farmworkers  and 
to  Federal  employees  in  their  early  years  of  employment,  by  trans- 
ferring their  credit  under  the  civil  service  retirement  system  to  the 
social  security  system  if  the  worker  dies,  becomes  disabled,  or  retires. 

In  addition,  these  benefits  would  be  added  from  my  bill — benefits 
which  are  more  liberal  than  the  comparable  benefits  of  the  President's 
proposed  legislation : 

1.  A  20-percent-across-the-board  increase  to  some  20  million  social 
security  beneficiaries  who  would  receive  more  than  the  new  $70  mini- 
mum social  security  benefit  payment.  The  President's  bill  would  gen- 
erally increase  these  benefits  by  15  percent. 

In  the  past  10  years,  despite  increases  in  social  security  benefits  total- 
ing 14%  percent  (7%  percent  in  1958  and  7  percent  in  1965),  the  in- 
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come  level  of  social  security  pensioners  has  fallen  woefully  behind  the 
income  level  of  wage  earners  in  this  country.  By  comparison,  in  the 
decade  from  1957  through  1966  the  average  earnings  of  workers  in 
manufacturing  industry  have  increased  by  over  35  percent.  A  pen- 
sioner who  received  a  monthly  social  security  check  of  $64  now  receives 
$73 ;  whereas,  if  he  had  been  kept  abreast  of  the  growth  of  wages,  he 
would  receive  $86.  The  proposed  20  percent  in  my  bill  would  place 
his  pension  at  $87,  thus,  catching  him  up  with  the  wage  earner. 

2.  An  increase  from  $1,500  to  $2,000  a  year  in  the  amount  a  social 
security  pensioner  can  earn  and  still  draw  full  social  security  benefits. 
The  President's  bill  would  increase  this  amount  to  $1,680  a  year;  it 
would  also  increase  from  $2,700  to  $2,800  a  year  the  top  amount  a  bene- 
ficiary could  earn  and  still  retain  $1  in  social  security  payments  for 
each  $2  of  earnings.  I  would  like  to  see  this  amount  increased  to 
$3,200. 

The  present  limits  on  what  retired  workers  can  earn  and  still  receive 
social  security  benefits  are  so  low  that  they  are  a  disincentive  for  those 
over  65  to  continue  gainful  employment — even  on  a  part-time  basis. 
My  bill  would  increase  the  amount  by  $500,  or  over  $40  a  month,  and 
would  enable  many  able  pensioners  to  remain  productive  workers. 

3.  A  cost-of-living  clause  that  would  automatically  raise  social  se- 
curity benefits  annually  by  the  same  amount  that  prices  have  risen. 
The  President's  bill  contains  no  such  provision. 

Even  in  a  period  of  relative  price  stability,  such  as  we  have  experi- 
enced in  the  past  10  years,  Congress  has  not  been  able  to  keep  social 
security  payments  in  line  with  the  gradual  rise  in  the  cost  of  living. 

Social  security  beneficiaries  have  suffered  a  substantial  cut  in  their 
real  income.  A  worker  who  retired  in  1956  and  received  a  monthly 
social  security  check  of  $64  now  receives  $73  as  the  result  of  two  small 
social  security  increases — one  in  1958  of  7y2  percent  and  another  in 
1965  of  7  percent.  But  because  prices  have  increased  by  21  percent 
since  1956,  he  would  have  to  receive  a  monthly  check  of  $77  to  buy  the 
same  amount  that  he  could  buy  in  1956. 

When  other  incomes  have  been  increasing,  the  social  security  pen- 
sioner has  actually  taken  a  5 -percent  cut  in  income. 

We  have  provided  protection  against  inflation  to  retired  Federal 
employees,  by  a  cost-of-living  clause  in  the  Civil  Service  Retirement 
Act,  and  we  should  do  the  same  for  social  security  pensioners. 

4.  To  the  extent  necessary,  the  cost  of  the  proposed  increase  in 
social  security  benefits  should  be  paid  from  Federal  income  tax  re- 
ceipts, not  by  raising  social  security  taxes.  The  President's  bill  would 
finance  improved  benefits  by  future  increases  in  the  social  security  pay- 
roll taxes.  The  4.4  percent  social  security  payroll  taxes  which  the  em- 
ployee and  employer  each  now  pay  would  be  raised  to  5  percent  on 
January  1, 1969,  to  5.5  percent  in  1975,  and  to  5.8  percent  in  1987.  The 
rate  was  scheduled  to  go  up  to  5.4  percent  by  1975  and  5.65  percent  in 
1987  under  present  law.  In  addition,  while  the  taxes  are  now  applied 
only  to  the  first  $6,600  of  annual  income,  the  taxable  base  would  be 
raised  to  $7,800  in  1968 ;  to  $9,000  in  1971 ;  and  to  $10,800  in  1974. 

We  have  come  to  the  crossroads  in  social  security  financing.  To  meet 
the  costs  of  medicare  and  our  responsibilities  to  provide  for  the  needs 
of  our  old-age  pensioners,  payroll  taxes  have  become  a  substantial 


1558  SOCIAL  SECURITY  AMENDMENTS  OF  1967 


charge  on  income.  As  Robert  M.  Ball,  Commissioner  of  the  Social 
Security  Administration,  testified  here  on  March  2,  the  Social  Security 
Administration  is  rightly  "reluctant  to  move  beyond  the  present  point" 
in  raising  social  security  taxes. 

By  raising  the  taxable  base  income  from  $6,600  to  $10,800  the  Presi- 
dent is  proposing  to  follow  the  course  of  expanding  the  social  security 
tax  system  to  the  point  where  it  may  well  become  of  equal  significance 
with  the  Federal  income  tax  system. 

I  do  not  think  we  should  take  this  step  down  this  road.  It  will  lead 
to  unnecessary  duplication  in  tax  collection,  and  I  fear  that  the  social 
security  tax  system  with  its  tradition  of  flat  rates  and  upper  income 
limits  would  never  evolve  into  a  system  as  progressive  as  our  Federal 
income  tax  system. 

Thus,  I  favor  paying  for  this  round  of  social  security  benefit  in- 
creases, and  all  future  rounds,  from  general  revenues  collected  prin- 
cipally through  the  Federal  income  tax.  Precedent  for  use  of  general 
revenues  to  supplement  revenue  from  payroll  taxes  is  found  in  the 
use  of  general  revenues  to  get  the  social  security  program  moving 
in  1937,  and  again  last  year  to  pay  part  of  the  medicare  program. 

Mr.  Chairman,  an  American  who  is  70  years  old  today  was  born  in 
1897,  is  likely  to  have  served  his  country  in  the  First  World  War  at 
age  20,  to  have  suffered  in  the  depression  in  his  thirties,  and  to  have 
joined  in  the  Second  World  War  effort  in  his  forties.  He  deserves  our 
support  in  his  twilight  years. 

I  strongly  urge  you  to  enact  the  social  security  provisions  of  H.R. 
5710  as  modified  by  H.R.  3392. 

The  Chairman.  Thank  you,  Mr.  Reuss,  for  your  statement.  If  there 
are  no  questions  of  Mr.  Reuss  we  will  go  on  to  our  next  witness. 

Dr.  Lake,  accompanied  by  Dr.  Price  and  Dr.  Pruitt,  International 
Chiropractors  Association.  Please  come  forward.  Dr.  Lake,  for  pur- 
poses of  our  record  we  would  like  you  to  identify  yourself  and  those  at 
the  table  with  you  by  giving  us  your  names,  addresses,  and  capacities 
in  which  you  appear. 

STATEMENT  OF  DR.  GRADY  V.  LAKE,  VICE  PRESIDENT,  INTER- 
NATIONAL CHIROPRACTORS  ASSOCIATION;  ACCOMPANIED  BY 
DR.  TONEY  B.  PRICE;  AND  DR.  STERLING  H.  PRUITT 

Dr.  Lake.  Thank  you,  Mr.  Chairman.  I  am  Dr.  Grady  Lake  of 
Atlanta,  Ga.,  and  I  am  vice  president  of  the  International  Chiroprac- 
tors Association.  On  my  right  is  Dr.  Sterling  Pruitt,  a  member  of 
our  legislative  committee  from  Fort  Worth,  Tex.  On  my  left  is  Dr. 
Toney  Price  of  Little  Rock,  Ark.,  also  a  distinguished  member  of  our 
legislative  committee. 

The  Chairman.  I  appreciate  your  bringing  a  good  friend  to  the 
committee. 

Dr.  Lake.  From  Arkansas.  Thank  you,  Mr.  Chairman.  If  it  is  the 
pleasure  of  the  Chair,  we  have  submitted  our  testimony  here  in  writing 
which  I  presume,  Mr.  Chairman,  will  become  a  part  of  the  Congres- 
sional Record  and  part  of  these  hearings,  and,  in  the  interest  of  time 
of  the  committeemen — and  I  know  these  hearings  get  long  and  tire- 
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some — we  will  just  discuss  some  of  the  salient  points  of  our  recom- 
mendations here  with  you. 

The  Chairman.  Dr.  Lake,  you  proceed  in  the  manner  you  desire 
with  the  full  knowledge  that  your  entire  statement  will  be  made  a  part 
of  the  record. 

Is  there  any  ob  j  ection  ?  None  is  heard . 

(The  statement  referred  to  follows :) 

Statement  of  Grady  V.  Lake,  D.C.  Vice-President,  International 
Chiropractors  Association 

Chairman  Mills  and  Distinguished  Members  of  the  House  Committee  on  Ways 
and  Means : 

I  am  Dr.  Grady  V.  Lake  of  Atlanta,  Georgia,  a  practicing  doctor  of  Chiro- 
practic, having  practiced  my  profession  in  Atlanta  for  over  twenty  years  and 
appear  here  today  on  behalf  of  the  International  Chiropractors  Association,  a 
non-profit  professional  association  of  thousands  of  practicing  chiropractors 
throughout  the  United  States,  with  headquarters  offices  at  741  Brady  Street, 
Davenport,  Iowa.  Accompanying  me  today  are  Dr.  Toney  B.  Price  of  Little 
Rock,  Arkansas,  and  Dr.  Sterling  H.  Pruitt,  Sr.,  of  Fort  Worth,  Texas. 

I  wish  to  thank  this  Committee  for  making  time  available  for  us  to  urge  in- 
clusion of  Chiropractic  services  in  H.R.  5710,  a  bill  to  amend  the  present  "medi- 
care" provisions  of  the  Social  Security  Act. 

We  wish  to  urge  that  the  people  who  are  to  be  the  beneficiaries  of  this  legisla- 
tion should  have  the  freedom  to  choose  the  doctor  and  the  method  of  health 
services;  that  those  who  are  chiropractic  patients  should  not  be  discriminated 
against.  Section  1802  of  present  "medicare"  provisions  of  the  Social  Security 
Act  guarantee  the  patient's  freedom  of  choice  of  health  services.  It  is  respect- 
fully submitted  that  this  freedom  is  not  complete  or  available  in  fact  unless  the 
patient  has  the  choice  of  the  services  of  all  or  any  of  the  healing  arts. 

We  are  not  involved  here  with  any  considerations  of  the  relative  merits  of  one 
system  of  healing  versus  another  system  of  healing.  Legal  recognition  of 
chiropractic  has  already  been  given,  as  evidenced  by  the  fact  that  48  of  our  states, 
plus  the  District  of  Columbia  and  Puerto  Rico,  provide  for  the  licensing  of 
Chiropractors. 

Today's  doctor  of  chiropractic  must  have  at  least  a  high  school  education 
prior  to  entry  into  chiropractic  college,  and  with  only  one  or  two  exceptions, 
he  must  obtain  four  in-residenee  years  of  chiropractic  education  before  making 
application  to  the  State  Board  of  his  choice.  Additionally,  about  one-half  of  the 
states  today  require  one  or  two  years  of  pre-professional  college  education  in 
addition  to  high  school  and  the  four  years  of  chiropractic  education.  Moreover, 
about  one-half  of  the  states  require  the  prospective  chiropractor  to  take  the 
same  basic  science  examinations  given  to  prospective  members  of  the  other  heal- 
ing arts. 

Most  workmen's  compensation  laws  recognize  the  chiropractor's  services,  and 
several  hundred  insurance  companies  recognize  such  services  in  their  policies, 
or  by  administrative  action.  Moreover,  many  doctors  of  chiropractic  obtained 
their  chiropractic  education  as  a  direct  result  and  benefit  of  participating  under 
the  "GI  Bill  of  Rights"  education  opportunities.  It  can  also  be  noted  that  the 
federal  tax  laws  permit  chiropractic  charges  to  be  listed  as  deductions. 

Additionally,  Title  19  of  the  present  act  ("medicaid")  already  permits  recog- 
nition of  chiropractic  services.  Members  of  the  chiropractic  profession  (the 
second  largest  healing  art  in  the  United  States)  number  about  20,000,  and 
care  for  upwards  of  3,000,000  patients  per  year.  These  patients  are  from  all 
walks  of  life  and  most  participate  in  some  form  or  forms  of  health  insurance. 

It  should  be  pointed  out  that  chiropractic  is  a  separate  and  distinct  health 
science  providing  a  non-duplicating  service.  This  service  is  confined  to  the 
care  of  the  spine  consisting  of  spinal  analysis  and  spinal  adjustments  to  relieve 
nerve  interference  due  to  vertebral  subluxations  or  misalignments. 

Moreover,  this  scope  of  chiropractic  practice  is  already  approved  by  the  United 
States  Civil  Service  Commission  and  used,  for  example,  in  the  Federal  Benefit 
Plan  of  the  Government  Employees  Hospital  Association,  Inc.,  Kansas  City, 
Missouri. 
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Therefore,  we  respectfully  submit  for  your  favorable  consideration  the  follow- 
ing amendments  to  H.R.  5710  : 

I.  At  Section  127,  page  55,  line  23,  before  the  word  "or"  insert  the  following : 
"Chiropractors'  services".  Line  23  would  then  read :  "services"  the  following : 
"chiropractors'  services  or  podiatrists'  services". 

II.  At  Section  127,  page  56,  between  lines  7  and  8  insert  the  following : 

"chiropractors'  services 

"(aa)  The  term  'chiropractors'  services'  means  those  services  confined  to  the 
care  of  the  spine,  consisting  of  spinal  analysis  and  spinal  adjustments  to  relieve 
nerve  interference  due  to  vertebral  subluxations  or  misalignments." 

An  important  point  in  your  considerations  of  inclusion  of  chiropractic  services 
in  H.R.  5710  is  how  non-inclusion  can  affect  an  outside  industry,  such  as  that  of 
insurance. 

Specifically,  during  the  week  of  May  3,  1965,  just  prior  to  the  passage  of  the 
original  "medicare"  provisions  to  Social  Security,  an  executive  of  a  major  insur- 
ance carrier  advised  International  Chiropractors  Association  that : 

"although  [company]  has  consistently  been  honoring  the  claims  of  chiro- 
practors, they  would  find  themselves  in  the  very  embarrassing  position  of  not 
being  able  to  reimburse  for  chiropractic  care  if  they  were  to  become  one  of  the 
insurance  carrier  'administrators'  of  the  Medicare  plan  if  it  is  passed  in  its 
present  form  because  the  definition  of  a  'physician'  does  not  include  chiropractic." 

This  objective  statement  from  a  potential  insurance  carrier  participant  is  the 
be,st  example  that  could  be  offered  this  Committee  to  indicate  the  dire  results 
facing  the  chiropractic  profession  from  the  present  discriminatory  language 
contained  in  the  definition  of  physician.  It  is  assumed  that  this  existing  discrimi- 
nation is  inadvertent  and  arises  from  a  failure  to  understand  the  legislative 
language  needs  of  chiropractic  to  accomplish  inclusion  under  Medicare  and  that 
such  discriminatory  language  will  be  eliminated  by  the  adoption  of  amendments 
proposed  herein. 

We  feel  that  these  suggested  amendments  to  the  present  proposal  will  bring 
the  bill  into  line  with  the  intent  of  section  1802  of  the  legislation,  "Free  Choice 
By  Patient  Guaranteed",  and  will  afford  the  nation  an  example  of  general 
legislation  in  the  health  care  field  which  will  not  be  subject  to  charge  of  special 
interest  legislation.  Further,  it  will  provide  all  who  will  come  under  the  benefits 
of  this  legislation  with  the  right  to  fully  participate  in  its  benefits,  an  objective 
shared  by  all  who  support  the  legislation. 

We  thank  you  very  much  for  your  interest  and  kind  considerations. 

Dr.  Lake.  Thank  you  very  much.  We  are  here  today  to  urge  in- 
clusion of  chiropractic  services  in  House  Resolution  5710,  and  this 
bill  is  to  amend  the  medicare  provisions  of  the  Social  Security  Act. 
We  have  felt  in  our  profession  the  repercussions  of  hundreds  of 
thousands,  literally,  of  patients  that  are  participating  in  this  social 
security  deduction  for  their  health  insurance  from  their  monthly 
social  security  retirement  check  and  we  have  constantly  been  asked  for 
an  explanation,  and  it  is  an  explanation  that  we  have  to  give  to  the 
patient,  that  this  particular  section  of  medicare  deals  only  with  the 
services  of  hospitals. 

We  also  let  it  be  known  that  the  chiropractic  profession  is  included 
and  is  a  carryover  from  the  Kerr-Mills  bill  into  the  medicare  or  sec- 
tion 19  of  the  present  medicare  legislation. 

We  go  ahead  in  our  submitted  testimony  here  to  give  you  a  little 
background  of  the  chiropractic  profession,  and  we  have  in  the  United 
States  alone  aproximately  20,000  practitioners  that  are  licensed  in  48 
of  the  States  and  the  District  of  Columbia  and  Puerto  Rico. 

We  are  caring  for  an  estimated  3  million  patients  a  year  and  most 
of  these  patients  participate  in  some  form  or  forms  of  health  insur- 
ance.   We  would  like  to  point  out  to  the  committee  that  chiropractic  is 
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a  separate  and  distinct  health  service  and  we  do  not  provide  any  dupli- 
cating services  among  the  health  sciences. 

This  service  is  confined  to  the  care  of  the  spine  consisting  of  spinal 
anaylsis  and  spinal  adjustments  to  relieve  nerve  interference  due  to 
vertebral  subluxations  or  to  misalinements.  For  many  years  the  U.S. 
Civil  Service  Commission  has  approved  in  its  Federal  benefit  plans  or 
Government  employees  insurance  plans  our  services  and  has  been 
favorably  impressed  with  the  care  that  we  give,  particularly  in  the 
field  of  health  maintenance. 

In  my  particular  State  of  Georgia  we  have  run  surveys  and  of  course 
preventive  maintenance  is  quite  a  problem  to  these  industrial  people 
and  they  have  found  that  we  reduce,  and  reduce  considerably,  the  high 
cost  of  lost  time  and  hospitalization. 

We  respectfully  submit  to  this  committee  for  your  favorable  con- 
sideration these  following  amendments  to  H.R.  5710 : 

I.  At  Section  127,  page  55,  line  23,  before  the  word  "or"  insert  the  following : 
"Chiropractors'  services".  Line  23  would  then  read:  "services"  the  following: 
"chiropractors'  services  or  podiatrists'  services." 

II.  At  Section  127,  page  56,  between  lines  7  and  8  insert  the  following : 
"Chiropractors'  services 

"(aa)  The  term  'chiropractors'  services'  means  those  services  confined  to  the 
care  of  the  spine,  consisting  of  spinal  analysis  and  spinal  adjustment  to  relieve 
nerve  interference  due  to  vertibral  subluxations  or  misalignments  for  the  res- 
toration and  maintenance  of  health." 

We  find  ourselves  in  a  predicament  in  discussing  this  pending  legis- 
lation with  many  members  of  the  health  insurance  field  Avhere  better 
than  600  of  the  companies  recognize  and  service  our  claims  with  the 
sick  daily  and  weekly.  It  was  pointed  out  by  a  major  insurance  car- 
rier, who  advised  our  association  just  the  other  day,  that  although  his 
company  has  consistently  been  honoring  the  claims  of  chiropractors, 
they  would  find  themselves  in  a  very  embarrassing  position  of  not  being 
able  to  reimburse  for  chiropractic  care  if  they  were  to  become  one  of 
the  insurance  carrier  "administrators"  of  the  medicare  plan  if  it  is 
passed  in  its  present  form  because  the  definition  of  a  "physician"  does 
not  include  chiropractic. 

And  that  is  pointed  up  in  the  medicare  legislation  as  it  now  stands, 
where  a  physician  is  defined  and  does  not  give  a  freedom  of  choice  to 
the  patient  as  to  the  type  of  physician  that  he  would  choose  and  ex- 
cludes the  doctor  of  chiropractic. 

So  we  are  faced  with  a  dilemma.  We  have  pressure  from  an  esti- 
mated 30  million  patients  and  we  want  to  present  our  thinking  to  you 
and  the  members  of  the  committee  for  a  possible  amendment  if  H.R. 
5710  does  become  law. 

The  Chairman.  Does  that  complete  your  statement,  Dr.  Lake  ? 

Dr.  Lake.  Yes,  sir,  it  certainly  does. 

The  Chairman.  We  appreciate  you  and  Dr.  Pruitt  and  Dr.  Price 
coming  to  the  committee  and  presenting  the  views  of  your  association 
and  we  thank  you,  sir,  for  doing  it. 

Are  there  any  questions  ? 

Mr.  Betts.  May  I  ask  a  question  ? 

The  Chairman.  Mr.  Betts. 

Mr.  Betts.  Dr.  Lake,  it  seems  to  me  it  would  be  a  little  difficult  for 
the  committee  here  to  follow  the  suggestion  especially  raised  by  your 
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amendment  here  where  you  try  to  define  what  chiropractic  service  is. 
Dr.  Lake.  Yes. 

Mr.  Betts.  And  then  for  us  to  also  try  and  select  different  types  of 
services  that  should  come  under  medicare.  It  just  seemed  to  me  that 
an  easier  solution  would  be  to  allow  services  of  anyone  who  was  li- 
censed to  practice  the  healing  arts  in  the  State. 

Would  you  object  to  an  amendment  like  that  ? 

Dr.  Lake.  No,  sir.  That  would  be  well  and  good.  That  is  fine. 
The  reason  we  did  bring  out  this  definitive  part  was  we  have  used  this 
in  insurance  relations  programs  for  many  years  to  do  away  with  dupli- 
cation of  services,  which  becomes  more  costly  to  the  insurance  carrier. 

Mr.  Betts.  It  just  seemed  to  me  that  it  would  be  more  simple  to 
have  each  State  assume  the  responsibility  of  licensing  those  whom  it 
sees  fit  to  practice  the  healing  arts  with  the  Federal  Government  a 
little  above  trying  to  recite  which  should  be  selected  and  which 
shouldn't. 

That  would  be  the  States.    It  might  be  simplier  if  we  just  allowed 

the  States  to  make  the  determination  

Dr.  Lake.  Yes. 

Mr.  Betts.  And  the  Federal  Government  accept  those  who  are  li- 
censed in  the  State. 

Dr.  Lake.  We  have  pending  legislation  in  the  State  of  Georgia  we 
haven't  passed  yet  that  enables  complete  coverage  under  the  medicare 
program  like  it  is  now,  but  we  have  now  I  think  it  is  12  of  the  States 
that  have  adopted  this.  Of  course  in  title  XIX  it  covers  us  if  we  are 
licensed. 

Mr.  Betts.  Are  chiropractors  licensed  in  every  State  in  the  Union  ? 
Dr.  Lake.  We  lack  two  States,  sir. 
Mr.  Betts.  What  States  are  those  ? 
Dr.  Lake.  Mississippi  and  Louisiana. 
Mr.  Betts.  Thank  you  very  much. 

Dr.  Lake.  We  have  48  States  and  the  District  of  Columbia  and 
Puerto  Eico. 
Mr.  Betts.  Thank  you. 
Dr.  Lake.  Thank  you,  sir. 

The  Chairman.  Any  further  questions?   Mr.  Schneebeli. 
Mr.  Schneebeli.  Dr.  Lake,  you  say  your  profession  has  30  million 
patients  a  year  ? 

Dr.  Lake.  No.  We  have  an  estimated  30  million  patients  from  a 
poll  of  the  field ;  yes,  sir. 

Mr.  Schneebeli.  Per  year?  Is  that  out  of  the  total  population  of 
200  million,  or  just  the  people  who  get  medical  care  for  the  year  ? 

Dr.  Lake.  That  would  be  people  that  get  care  during  the  year. 

Mr.  Schneebeli.  Would  you  know  how  many  that  would  be  ?  That 
is  30  million  out  of  how  many ;  do  you  know  ? 

Dr.  Lake.  No,  sir ;  I  don't.  We  don't  have  those  figures.  We  pos- 
sibly have  them  in  our  home  office  in  Iowa. 

Mr.  Schneebeli.  I  would  be  interested  in  how  many  people  get  med- 
ical care  during  the  year.  It  certainly  is  not  the  total  population  of 
200  million,  is  it? 

Dr.  Lake.  No,  no. 

Mr.  Schneebeli.  If  I  could  have  that  figure,  it  might  be  interesting. 
Dr.  Lake.  Yes,  sir. 
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Mr.  Schneebeli.  Thank  you. 

Dr.  Lake.  There  would  be  a  possibility  that  we  could  supply  this. 
The  Chairman.  If  you  can,  Dr.  Lake,  you  have  permission  to  sup- 
ply it  for  the  record. 

Dr.  Lake.  Thank  you,,  sir. 

(The  information  requested  was  not  received  by  the  committee  at 
the  time  of  printing.) 

The  Chairman.  Any  further  questions?  Again  we  thank  you 
gentlemen  for  bringing  your  views  to  the  committee. 

Dr.  Lake.  Thank  you  very  much. 

The  Chairman.  Miss  Wickenden.  Miss  Wickenden,  you  have  ap- 
peared before  the  committee  to  my  own  personal  knowledge,  many, 
many  times  in  behalf  of  the  National  Social  Welfare  Assembly  and 
the  other  organizations  as  I  recall  that  you  have  represented,  but  for 
purposes  of  this  record  will  you  again  identify  yourself  ? 

STATEMENT  OF  MISS  ELIZABETH  WICKENDEN,  TECHNICAL  CON- 
SULTANT ON  PUBLIC  SOCIAL  POLICY,  NATIONAL  SOCIAL  WEL- 
FARE ASSEMBLY 

Miss  Wickenden.  Yes.  I  am  consultant  on  public  social  policy  to 
the  National  Social  Welfare  Assembly,  but  I  appear  here  today  to 
carry  out  the  request  of  the  committee  that  organizations  in  the  same 
general  area  consolidate  their  testimony,  so  I  am  speaking  in  behalf 
of  about  100  different  organizations  and  executives  in  the  social  wel- 
fare field,  and  this  includes  both  national  organizations  like  the 
YWCA,  the  Family  Service,  the  Child  Welfare  League,  the  National 
Council  of  Jewish  Federations  and  Welfare  Funds,  the  Salvation 
Army,  national  organizations  of  this  type,  plus  an  increasingly  large 
number  of  local  welfare  councils,  State  welfare  councils,  that  are  in- 
creasingly recognizing  that  the  problems  that  they  have  in  their  States 
and  localities  are  really  only  soluble,  as  it  were,  through  Federal 
action. 

Now,  in  order  to  provide  you  with  this  kind  of  group  sentiment,  we 
prepared  six  different  statements,  and  I  think  you  have  each  of  them 
and  I  will  submit  them,  if  I  may,  to  the  reporter  with  the  particular 
signatories  that  have  associated  themselves  with  each  of  these  state- 
ments. 

The  Chairman.  Without  objection  they  will  be  included  in  the 
record. 

(The  statements  referred  to  follow :) 

Statement  of  Elizabeth  Wickenden,  Technical  Consultant  on  Public  Social 
Policy,  National  Society  Welfare  Assembly,  Inc. 

child  welfare  services 

(The  following  statement  on  child  welfare  services  is  presented  in  behalf  of  a 
group  of  national,  state  and  local  voluntary  welfare  organizations  and  individ- 
uals associated  with  this  field  in  leadership  positions. ) 

Child  welfare  services  represent  the  basic  protection  a  society  affords  its 
children  and  should,  therefore,  be  available  in  all  parts  of  the  country  to  all 
children  whose  welfare  and  development  are  threatened  either  by  the  individual 
circumstances  of  their  lives  or  by  the  social  environment  in  which  they  live. 
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There  are  many  warning  signs  that  the  pressures  of  contemporary  life 
are  creating  unprecedented  problems  for  children  and  their  families  which 
our  present  social  provisions,  both  governmental  and  voluntary,  are  failing  to 
meet.  These  are  evidenced  in  an  extreme  form  in  such  personal  and  social 
tragedies  as  juvenile  delinquency,  school  failure  and  drop-outs,  family  break- 
down, illegitimacy,  mental  illness,  addiction,  civil  disturbance,  and  general 
youthful  alienation.  But  on  a  broader  scale  it  is  our  belief  that  even  the 
average  family  living  in  today's  complex  atmosphere  of  rapid  change  needs 
many  new  kinds  of  help  if  it  is  to  fulfill  its  primary  child-rearing  function  suc- 
cessfully and  joyfully.  Not  all  of  these  needs  to  be  furnished  by  government 
and  not  all  need  to  be  furnished  free  but  their  availability  to  all  who  need  them, 
regardless  of  income,  is  essential  to  the  future  health  of  our  society. 

Our  goal  is,  therefore,  to  developed  a  nationwide  network  of  public  child 
welfare  services  which  will,  together  with  voluntary  family  and  child-serving 
agencies,  so  fortify,  underpin,  and  supplement  the  family  as  to  assure  every 
child — whatever  his  race,  creed,  color,  or  income  status — the  protective  nurture 
which  should  be  his  moral  and  legal  right.  We  believe  that  such  services 
should  be  associated  with  adequate  financial  aid  as  needed,  whether  to  children 
living  with  their  own  families  or  in  foster  homes  and  institutions.  Only 
federal  leadership  and  financing,  as  recommended  by  the  Advisory  Council  on 
Public  Welfare  and  other  knowledgeable  groups,  can  assure  such  an  under- 
pinning social  guarantee  and  this  must  be  our  ultimate  goal.  In  the  meantime 
the  bill  sponsored  by  the  late  Congressman  Fogarty  and  carried  forward  in  this 
Congress  by  Congressman  Burke  (H.R.  1977)  would  be  a  major  intermediate 
step  in  this  direction. 

H.R.  5710  does  not,  in  our  opinion,  go  far  enough  in  expanding  the  basic 
financial  and  statutory  provisions  governing  the  Federal- State  partnership  in 
the  child  welfare  field.  Present  federal  law  discriminates  against  the  child 
welfare  sector  of  public  welfare  by  limiting  the  funds  authorized  and  appro- 
priated for  this  purpose  (as  compared  to  the  public  assistance  titles  where  the 
extent  of  need  as  determined  by  the  states  determines  the  extent  of  federal 
expenditure)  and  by  failing  to  reimburse  75%  of  social  service  costs  as  is  done 
in  approved  public  assistance  plans.  We,  therefore,  welcome  the  removal  of 
authorization  limits  after  June  30,  1968  and  recognize  the  value  of  the  proposal 
to  reimburse  75%  of  additional  state  expenditures  for  child  welfare  personnel 
and  training  as  steps  in  the  right  direction.  We  would,  however,  urge  the 
Congress  to  extend  the  75%  matching  to  the  whole  personnel  and  training 
cost  in  order  that  the  states  may  develop  a  balanced  program  of  service  and 
assistance  to  children  as  contemplated  by  the  1962  Public  Welfare  Amendments. 

Signatories  of  National  Social  Welfare  Assembly  Statement  on  Social 
Security  Amendments  of  1967  (H.R.  5710) 

Child  Welfare  Services 

Organizations 

National  Committee  for  the  Day  Care  of  Children,  Mariana  Jessen,  Executive 
Director. 

Child  Welfare  League  of  America,  Joseph  R.  Reid,  Executive  Director. 

National  Council  of  Jewish  Women,  Mrs.  Norma  Klein,  Professional  Assistant, 
Program  Development  Departments. 

National  Federation  of  Settlements  and  Neighborhood  Centers,  Glady  Dup- 
pstadt,  Secretary  for  Social  Education  and  Action. 

Laurin  Hyde  Associates,  Laurin  Hyde,  President. 

National  Board,  Young  Women's  Christian  Association  of  the  U.S.A.,  Elizabeth 
E.  Marti,  President. 

National  Council  for  Homemaker  Services,  Inc.,  Betty  H.  Andersen,  Executive 
Director. 

Council  of  Jewish  Federations  and  Welfare  Funds,  Inc.,  Philip  Bernstein, 
Executive  Director. 

United  Neighborhood  Houses  of  New  York,  Inc.,  Helen  M.  Harris,  Executive 
Director. 

George  Warren  Brown  School  of  Social  Work.  Washington  University,  St. 
Louis,  Mo.,  Wayne  Vasey,  Dean. 
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Maryland  Conference  of  Social  Welfare,  Marit  Thorson,  Legislative  Repre- 
sentative. 

Illinois  Commission  on  Children,  Naomi  Hiett,  Executive  Director. 
Tennessee  Department  of  Public  Welfare,  Herman  L.  Yeatman,  Commissioner. 
New  Mexico  Department  of  Public  Welfare,  Mrs.  Shirley  Van  Haren,  State 
CWS  Supervisor. 

Day  Nursey  Association  of  Cleveland,  Mrs.  Edward  S.  Allen,  Jr.,  Chairman. 
Jewish  Children's  Bureau,  Cleveland,  Ohio,  Jay  D.  Feder,  President. 
Spofford  Home,  Kansas  City,  Missouri,  Hester  Mary  Sheneman,  Director. 
Christie  School,  Marylhurst,  Oregon,  Sister  M.  Anne  Paula,  Executive  Director. 
Fayette  County  Children's  Bureau,  Lexington,  Kentucky,  Executive  Director. 
Glens  Fall  Community  Chest,  John  H.  Reardon,  Executive  Director. 
The  Children's  Aid  Society,  Cleveland,  Ohio,  Samuel  B.  Knight,  President, 
Board  of  Trustees. 

Council  of  Community  Services  of  Plattsburgh  and  Clinton  County,  Inc.,  Mrs. 
Kenneth  Channell,  Executive  Director. 

Council  of  Social  Agencies,  Rochester,  N.Y.,  Kenneth  M.  Storandt,  Executive 
Director. 

United  Community  Service,  Mansfield,  Ohio,  Walter  M.  Koty,  Executive 
Director. 

Association  for  Jewish  Children,  Philadephia,  Pa.,  Joseph  L.  Taylor,  Executive 
Director. 

Youth  Service,  Inc.,  Philadelphia,  Pa.,  Dorothy  M.  Fritz,  Executive  Director. 
Lutheran  Family  and  Children's  Services,  St.  Louis,  Mo. 

The  Children's  Mission  to  Children,  Boston,  Mass.,  Mrs.  Anne  W.  Cochintu, 
Executive  Director. 

Nevada  Chapter  of  National  Social  Workers,  Mrs.  Sally  Mayswinkle,  District 
Secretary,  Las  Vegas  District. 

National  Association  of  Social  Workers,  St.  Louis,  Mo.,  Hans  S.  Falck,  Chair- 
man. 

Oregon  Social  Welfare  Association,  Inc.,  Charlotte  Donaldson,  President. 
Joint  Legislative  Council  of  Oregon,  made  up  of  members  of  OSWA  and 
NASW. 

Vermont  Conference  of  Social  Welfare,  Henry  P.  Albarelli,  Chairman,  Legis- 
lative Committee. 

Sunny  Hills  Childrens  Services,  San  Anselmo,  California,  Mrs.  Alexander  Mc- 
Andrew,  President. 

Child  Welfare  Committee  on  Family  and  Child  Welfare  Community  Service 
Society,  New  York,  N.Y.,  Mrs.  Charlotte  Pratt,  Chairman. 

Society  for  Seaman's  Children,  Staten  Island,  New  York,  Elizabeth  P.  Euler, 
President,  Board  of  Managers. 

The  Salvation  Army,  Lt.  Commissioner  John  Grace,  National  Chief  Secretary. 

National  Council  of  Jewish  Women,  Mrs.  Norma  Klein,  Professional  Assistant, 
Program  Development  Program. 

Jewish  Children's  Bureau  of  Chicago,  Aaron  Seidman,  Assistant  to  Director. 

Individuals 

Dr.  Arthur  J.  Altmeyer,  Former  U.S.  Commissioner  for  Social  Security. 
Edith  F.  Balmford,  Member,  Advisory  Committee,  National  Council  on  Illegi- 
timacy. 

Clark  W.  Blackburn,  General  Director,  Family  Service  Association  of  America. 
Ruth  Chaskel,  Director,  National  Council  on  Illegitimacy. 

The  Rev.  Reinhart  B.  Gutmann,  Executive  Secretary,  Division  of  Community 
Service,  Exec.  Council,  Episcopal  Church. 
Chester  R.  Brown,  Lt.  Col.  Retired,  Salvation  Army. 

Mariana  Jessen,  Executive  Director,  National  Committee  for  the  Day  Care 
of  Children. 

Sutherland  D.  Miller,  Executive  for  Personnel  and  Management  Division, 
National  Board — Y.M.C.A. 

Zitha  R.  Tuntz,  Director,  Standards  Development,  Child  Welfare  League  of 
America. 

Col.  Jane  E.  Wrieden,  National  Consultant,  Women's  and  Children's  Services, 
Nat'l  Headquarters,  Salvation  Army. 

Raleigh  C.  Hobson,  Director,  State  Department  of  Public  Welfare,  Baltimore, 
Maryland. 
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Mrs.  Sally  Mayswinkle,  District  Secretary,  Las  Vegas  District,  Nevada  Chapter 
of  NASW. 

C.  M.  Callahan,  Executive  Secretary,  New  York  State  Welfare  Conference, 
Inc.,  Albany,  New  York. 

Wallace  Hill,  Director  of  Social  Service,  Mary  Fletcher  Hospital,  Burlington, 
Vermont. 

Charles  I.  Schottland,  Former  U.S.  Commissioner  of  Social  Security ;  Dean, 
The  Florence  Heller  Graduate  School  for  Advanced  Studies  in  Social  Welfare, 
Brandeis  University,  Waltham,  Mass. 

Fred  M.  Cox,  Assistant  Professor,  School  of  Social  Work,  University  of  Michi- 
gan, Ann  Arbor. 

Edmund  M.  Burke,  Chairman,  Community  Organization  and  Planning,  Boston 
College  School  of  Social  Work. 

Joseph  L.  Vigilante,  Dean,  Adelphi  University  School  of  Social  Work,  Garden 
City,  New  York. 

Gordon  Hearn,  Dean,  School  of  Social  Work,  Portland  State  College,  Portland, 
Oregon. 

Philip  Booth,  Lecturer  in  Social  Work,  School  of  Social  Work,  University  of 
Michigan,  Ann  Arbor. 

Dr.  Milton  Lebowitz,  Professor  of  Social  Planning,  Fordham  University,  New 
York,  N.Y. 

Morton  R.  McAnally,  Executive  Secretary,  Community  Council  of  Greater 
Peoria,  Illinois. 

Mrs.  Katharine  D.  Hastings,  Administrative  Assistant,  United  Fund  of  Greater 
Chattanooga,  Tenn. 

Harry  Schwartz,  Executive  Director,  Community  Council  of  Central  Santa 
Clara  County,  Inc.,  San  Jose,  Cal. 

Owen  R.  Davison,  Executive  Director,  Health  and  Welfare  Council,  Inc., 
Philadelphia,  Pa. 

Elizabeth  P.  Euler,  President,  Board  of  Managers,  Society  for  Seamen's  Chil- 
dren, Staten  Island,  N.Y. 

Robert  M.  MacRae,  Associate  Executive  Director,  Chicago  Community  Trust, 
Illinois. 

Mrs.  Elizabeth  L.  Jacobs,  Chairman,  Metropolitan  Welfare  Commission.  Nash- 
ville and  Davidson  County,  Tenn. 

Sanford  Solender,  Executive  Vice-President,  National  Jewish  Welfare  Board. 

Eli  E.  Cohen,  Executive  Secretary,  National  Committee  on  Employment  of 
Youth. 

Charles  L.  Keeler,  Executive  Director,  Rowan  County  United  Fund,  Salisbury. 
North  Carolina. 

L.  C.  Carpenter,  Executive  Director,  Louisville  and  Jefferson  County  Children's 
Home,  Anchorage,  Kentucky. 

Milton  Gan,  Executive  Director,  Regional  Health  and  Welfare  Council,  Kansas 
City,  Missouri. 

Nathan  A.  Brown,  Executive  Director,  United  Community  Fund,  Brunswick, 
Georgia. 

Richard  V.  Barrie,  Director,  Berrien  County  Council  on  Aging,  Inc.,  St.  Joseph, 
Michigan. 

Albert  Waxman,  Executive  Director,  Raritan  Valley  Community  Services 
Council,  New  Brunswick,  New  Jersey. 

Peter  J.  Tutoli,  Executive  Director,  United  Fund  of  the  Central  North  Shore, 
Inc.,  Beverly,  Mass. 

Robert  W.  Groenert,  Assistant  Executive  Director,  United  Fund  of  Clark 
County,  Inc.,  Las  Vegas,  Nevada. 

Mrs.  Alexander  McAndrew,  President,  Sunny  Hills  Childrens  Services,  San 
Anselmo,  California. 

Edward  F.  Ebert,  Executive  Director,  Family  and  Children's  Service,  Inc., 
Evansville,  Indiana. 

Jack  P.  Lander,  Community  Planning  Director.  El  Paso  United  Fund,  El  Paso, 
Texas. 

Leo  Sarkisian,  Executive  Director,  Cambridge  Community  Services,  Cambridge, 
Mass. 

Willis  G.  Johnson,  Executive  Secretary,  Lincoln  Community  Chest,  Lincoln, 
Nebraska. 

Eleanor  P.  Sheldon,  and  10  Associates,  Family  and  Children's  Services  of  Stam- 
ford, Stamford,  Conn. 
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Preston  W.  Thomas,  M.D.,  St.  Vincent  Group  Home,  Milwaukee,  Wisconsin. 
Miss  Serena  O.  Niles,  Supervisor,  Children's  Friend  and  Service,  Providence, 
Rhode  Island. 

Eldon  A.  Seebart,  Executive  Secretary,  The  Vermont  Children's  Aid  Society, 
Burlington,  Vermont. 

Ruth  E.  Sturm,  Executive  Director,  United  Fund  of  Greater  Uniontown,  Inc., 
Uniontown,  Pa. 

Edward  V.  Badrow,  Director,  Whorley  Memorial  Foundation,  Flint,  Michigan. 
Ralph  A.  Ross,  Executive  Director,  Jewish  Child  Care  Agency,  San  Francisco, 
California. 

Gerald  S.  Snoker,  Executive  Director,  United  Jewish  Federation  of  Pittsburgh, 
Pa. 

Robert  Van  Wart,  Executive  Director,  The  Community  Council  of  Greater 
Springfield,  Inc.  Mass. 

Ernest  R.  Tobin,  Executive  Director,  Shenango  Valley  United  Fund,  Sharon, 
Pa. 

Marion  Russell,  Marion  L.  Skeel,  Jacqueline  Cathcart,  Fleda  A.  James,  Barbara 
Niedz,  Ann  Kelaghan,  Gloria  H.  Spears,  Linda  C.  Tripp,  Dorothea  Stockwell, 
Marie  P.  Quearles,  Mrs.  Laura  Cobb,  M.  Betty  Chase — Caseworkers,  Children's 
Friend  and  Service  of  Rhode  Island,  Providence. 

W.  Stanley  Bechtel,  Executive  Director,  Social  Planning  Council  of  Western 
Stark  County,  Massillon,  Ohio. 

John  M.  Moore,  Director,  National  Study  Service. 

Jeweldean  Jones,  Associate  Director,  National  Urban  League. 

Hester  Mary  Sheneman,  Director  Spofford  Home,  Kansas  City,  Mo. 

Helen  M.  Harris,  Executive  Director,  United  Neighborhood  Houses  of  New 
York,  Inc. 

M.  W.  Richardson,  Executive  Director,  Amsterdam  Community  Chest,  N.Y. 

Ralph  B.  Cauthen,  Executive  Director,  Durham  Community  Planning  Council, 
Durham,  North  Carolina. 

Joseph  A.  Capon,  Associate  Executive  Director,  The  United  Fund  and  Services 
of  S.E.  Connecticut,  Gales  Ferry,  Conn. 

Ann  Fox,  Executive  Director,  Fort  Worth  Day  Nursery,  Forth  Worth,  Texas. 

Edward  Q.  Weaver,  Regional  Director,  Illinois  Department  of  Children  and 
Family  Services,  Chicago,  111. 

M.  Adelaide  Irving,  Treasurer,  Society  for  Seamen's  Children,  N.Y. 

Mrs.  Micheline  Becker-Fluegel,  Board  Member,  Society  for  Seamen's  Children. 

Mrs.  Gretta  S.  Moulton,  Board  Member,  Society  for  Seamen's  Children. 

Ida  M.  Gray,  Mrs.  Edna  M.  Glaessel,  Member,  Board  of  Managers,  Society  for 
Seamen's  Children. 

Mrs.  Elizabeth  Robinson,  Board  Member,  Society  for  Seamen's  Children. 

Harleigh  B.  Trecker,  Dean,  School  of  Social  Work,  University  of  Connecticut, 
Hartford. 

Agency  Executives  of  New  London  County,  Connecticut. 
Albert  F.  Means,  Y.M.C.A.,  New  London. 
Robert  Ertl,  Juvenile  Court,  New  London. 
Marjorie  Robins,  Juvenile  Court,  New  London. 
Lillian  J.  Miller,  Family  Service,  New  London. 
Marion  V.  Crawford,  New  London. 

Walter  Iwanicki,  Child  Guidance  Clinic  of  S.E.  Conn.,  New  London. 
C.  E.  Kelly,  New  London. 

Herbert  Schacht,  Community  Health  Council  of  New  London  County. 

Catherine  Clark,  Gales  Ferry. 

Rena  Peichert,  Mystic. 

F.  Thomas  Ulrich,  Ledyard. 

Robert  M.  Brill,  Bloomfield. 

Richard  Brooks,  Thomes  Valley  Council  of  Community  Action,  Inc. 

Madeline  P.  Whalen,  Department  of  Public  Welfare,  Norwich. 

Rev.  Robert  E.  McNulty,  Catholic  Charities,  Inc.,  Norwich. 
•  William  D.  Rafferty,  Catholic  Charities,  Inc.,  Norwich. 

Leslie  J.  Carroll,  Margaret  A.  Carroll,  John  Janglen,  Jr.,  Laura  Nagle,  Cas- 
sandra Cearleglio,  Mark  F.  Driscoll,  Mila  Rindge  of  Norwich. 

H.  T.  Lowry,  Navy  Relief  Society,  Groton. 

Margaret  Middleton,  Kathryn  L.  D'Aniece  of  Groton. 

Evelyn  S.  Metcalf ,  Connecticut  Trails  Council  of  Girl  Scouts. 
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Children's  Friend  and  Service  of  Rhode  Island. 
Raymond  A.  Cabana,  Supervisor. 
•Joan  M.  Blair,  Supervisor  of  Pre- Adoption  Service. 
Sophie  Blumstein,  Adoption  Supervisor. 

Charles  W.  McBrayer,  Executive  Director,  Family  and  Children's  Service, 
Tulsa,  Oklahoma. 

Additional  Signatories  of  National  Social  Welfare  Assembly  Statement 
on  Social  Security  Amendments  of  1967  (H.R.  5710) 

child  welfare  services 

Organizations 

Children's  Bureau  of  Delaware,  Mrs.  A.  Judson  Wells,  President. 
Child  Care  Association  of  Illinois,  Mrs.  Douglas  Boyd,  Chairman — Social 
Action  Committee. 

Massachusetts  Committee  on  Children  and  Youth,  Mrs.  Gregory  Rochlin, 
Chairman. 

Community  Planning  Council,  Des  Moines,  Iowa,  Marguerite  Cothorn,  Asso- 
ciate Director  of  Planning. 

Community  Council  of  Social  Services,  Ogden,  Utah,  Dean  A.  Gardner,  Presi- 
dent. 

Catholic  Family  Services,  Hartford,  Conn.,  Edward  J.  Power,  Executive 
Secretary. 

Catholic  Welfare  Bureau,  Miami,  Florida,  Rt.  Rev.  Monsignor  R.  T.  Rastatter, 
Diocesan  Director. 

Hillcrest  Children's  Services,  Dubuque,  Iowa,  Donald  R.  Osborne,  Executive 
Secretary. 

Rochester  Children's  Nursery,  B.  Robert  Rosenberg,  President. 

Family  and  Children's  Society  of  Broome  County,  Johnson  City,  N.Y.,  Eduard 
L.  Blossom,  Vice-President. 

The  Society  for  Seamen's  Children,  Staten  Island,  N.Y.,  Josephine  S.  Roberts, 
Recording  Secretary,  Mrs.  William  Y.  Daly,  Ass't  Treasurer,  Jacquelyn  Parmele, 
Board  Member,  Mrs.  Francis  T.  Henderson,  Board  Member,  Mrs.  Irvin  C.  Gar- 
verick,  Jr.,  Board  Member. 

Family  Counseling  and  Children's  Services,  Waco,  Texas,  Bob  Weissinger, 
President. 

The  Mercy  Home,  Birmingham,  Alabama,  Mrs.  William  W.  McTyeire,  Jr., 
President  of  the  Board. 

Good  Shepherd  School  for  Girls,  Office  of  Social  Service,  Phoenix,  Arizona, 
Mother  M.  Bernadine,  Administrator. 

Community  Service  Council  of  Pinellas  County,  Florida,  Raymond  W.  Houston, 
Executive  Director. 

Council  of  Planning  Affiliates,  Seattle,  Washington. 

Children's  Aid  and  Family  Society,  Haverhill,  Mass.,  Donald  R.  McCaul,  Ex- 
ecutive Director. 

Rhode  Island  Department  of  Social  Welfare,  Providence,  Augustine  W.  Riccio, 
Director. 

District  One  Welfare  Board,  De  Funiak  Springs,  Florida,  Mrs.  Vallie  Adams, 
Secretary  (with  list  of  Board  Members  from  7  counties — 17  names). 

Family  and  Children's  Services,  Minneapolis,  Minn.,  Alta  Quello,  Supervisor, 
Child  Care  Unit  (with  list  of  members  of  Social  Action  Committee,  Southern 
Minnesota  Chapter  NASW — 9  names). 

Lynn  Catholic  Charities  Center,  Lynn,  Mass..  Board  of  Directors  and  Staff. 

Illinois  Children's  Home  and  Aid  Society,  Chicago,  111.,  Spencer  H.  Crookes, 
Executive  Director. 

United  Community  Services,  Portland,  Maine,  Walter  J.  Pacek,  Executive 
Director. 

School  of  Social  Work,  Atlanta  University,  Georgia,  William  S.  Jackson,  Dean. 

Community  Council  of  Greater  New  York,  Catherine  M.  Wells,  Executive  Sec- 
retary, Family  and  Child  Welfare  Division. 

Family  and  Children's  Service,  Pittsburgh,  Pa.,  Mrs.  James  C.  Davis,  Board 
Member. 
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State  Department  of  Health  and  Welfare,  Augusta,  Maine,  Dean  Fisher,  M.D., 
Commissioner. 

The  Society  for  Seamen's  Children,  New  York,  Dorothy  V.  Smith,  First  Vice- 
President. 

Robert  M.  Ginn,  Chairman,  Community  Services  Division,  Welfare  Federation 
of  Cleveland,  Ohio. 

Ruth  A.  Keller,  Director,  Wyoming  County  Welfare  Services,  Tunkhannock,  Pa. 
Peter  J.  Kasius,  Executive  Director,  Northampton  County  Children's  Bureau, 
East  on,  Pa. 

Mrs.  William  Y.  Daly,  Ass't  Treasurer,  Society  for  Seamen's  Children,  Staten 
Island,  New  York. 

Josephine  Roberts,  Recording  Secretary,  Society  for  Seamen's  Children,  Staten 
Island,  New  York. 

Jacqueline  Parmele,  Board  Member,  Society  for  Seamen's  Children,  Staten 
Island,  New  York. 

Priscilla  M.  Arnold,  Board  Member,  Society  for  Seamen's  Children,  Staten 
Island,  New  York. 

Clyde  Getz,  Executive  Director,  Children's  Home  Society  of  California,  Los 
Angeles. 

A.  D.  Malin,  Executive  Director,  United  Community  Services,  Appleton,  Wis- 
consin. 

J.  R.  Majors,  Caseworker,  Kansas  City,  Missouri. 

A.  A.  Moore,  Labor  Liaison  Representative,  Florida  Power  and  Light  Co., 
Miami,  Florida. 

Mrs.  Irvin  C.  Gaverick,  Jr.,  Board  Member,  Society  for  Seamen's  Children, 
Staten  Island,  New  York. 

Mrs.  Francis  T.  Henderson,  Board  Member,  Society  for  Seamen's  Children, 
Staten  Island,  New  York. 

Augustine  W.  Riccio,  Director,  Rhode  Island  Department  of  Social  Welfare, 
Providence. 

Alta  Quello,  Supervisor,  Child  Care  Unit,  Family  and  Children's  Services, 
Minneapolis,  Minn. 

Charlotte  Bearman,  Marjorie  Davis,  Helen  Sawyer,  Mary  Shellenberg,  David 
Spang,  Katherine  Feiker,  Beverly  McDonald,  Ina  Nelson,  Louise  Koch — Social 
Action  Committee,  Southern  Minnesota  Chapter,  NASW. 

Dean  Fisher,  M.D.,  Commissioner,  State  Department  of  Health  and  Welfare, 
Augusta,  Maine. 

Henry  H.  Welch,  Ph.  D.,  Executive  Director,  Metropolitan  Council  for  Com- 
munity Service,  Denver,  Colorado. 

John  F.  Hickey,  Executive  Director,  Community  Welfare  Council  of  Buffalo 
and  Erie  County,  N.Y. 

Robert  C.  Berger,  ACSW,  Family  and  Children's  Service,  Inc.,  Kansas  City, 
Missouri. 

Bernard  R.  O'Brien,  ACSW,  Family  and  Children's  Service,  Inc.,  Kansas  City, 
Mo. 


Statement  of  Elizabeth  Wickenden,  Technical  Consultant  on  Public  Social 
Policy,  National  Social  Welfare  Assembly,  Inc. 

social  work  manpower  and  training,  h.r.  5710  (title  iv.  sec.  401) 

(The  following  statement  on  social  work  manpower  and  training  is  presented 
in  behalf  of  a  group  of  national,  state  and  local  voluntary  welfare  organizations 
and  Individuals  associated  with  this  field  in  leadership  positions.) 

From  the  earliest  time  people  have  helped  each  other  on  a  family,  neighbor- 
hood and  religious  basis  but  organized  social  welfare  programs  for  this  purpose 
are  largely  the  product  of  modern  industrial  organization  with  its  urbanized 
living  patterns.  Just  as  economic  functions  have  increasingly  moved  from  the 
home  to  the  community  so,  too,  have  social  functions  formerly  performed  by  the 
family  been  taken  over  in  part  or  supplemented  by  organized  public  and  volun- 
tary social  welfare  agencies.  In  the  past  fifty  years  we  have  seen  a  veritable 
explosion  of  such  social  programs  and  the  process  of  their  growth  and  adaptation 
continues  as  new  needs,  problems  and  aspirations  emerge. 

It  is  primarily  the  social  worker  who  serves  these  programs  in  a  paid  profes- 
sional role.    The  social  worker  of  full  professional  qualification  is  expected  to 
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have  at  least  two  years  of  graduate  work  leading  to  a  master's  degree.  Many 
social  work  functions  are,  however,  performed  by  college  graduates  without  a 
master's  degree  and  increasingly  both  of  these  groups  are  assisted  by  aides  and 
other  sub-professional  workers  performing  limited  but  essential  functions. 

The  shortage  of  social  workers  is  becoming  increasingly  severe.  An  HEW  Task 
Force  found  that  100,000  new  social  workers  will  be  needed  by  1970  for  public 
social  services  alone.  All  the  schools  of  social  work,  which  now  have  their  high- 
est enrollment  in  history,  graduate  less  than  4000  social  work  students  annually. 
The  manpower  shortage  in  social  welfare  has  reached  crisis  proportions  and 
threatens  to  worsen  further. 

Most  schools  of  social  work  are  filled  to  capacity  and  forced  to  turn  away  quali- 
fied applicants.  Major  expansion  of  social  work  education  is  necessary  and 
urgent. 

We  welcome  and  support  the  initiative  taken  by  Chairman  Mills  in  recognizing 
last  year  and  again  in  H.R.  5710  the  Federal  Government's  stake  in  encouraging 
expanded  educational  facilities  for  social  work  training.  There  are  many  good 
reasons  for  the  Federal  Government  to  support  such  education.  Most  obvious, 
of  course,  is  the  role  of  the  social  worker  in  contributing  to  the  well  being  of 
the  individual  and  society.  Anyone  who  has  ever  sought  a  good  home  for  an 
aged  relative,  help  for  the  family  of  a  hospitalized  mother,  a  child  for  adoption, 
or  guidance  on  how  to  help  an  adolescent  in  trouble  (to  cite  a  few  obvious 
examples)  knows  the  value  of  a  sympathetic  knowldegeable  social  worker. 

Second,  the  government's  vast  investment  in  new  programs  in  the  areas  of 
health,  mental  health,  welfare,  mental  retardation,  aging,  housing,  poverty,  com- 
munity planning  and  foreign  aid  (again  to  name  just  a  few)  cannot  realize 
its  potential  if  the  social  work  personnel  needed  to  man  them  is  not  available. 
This  is  a  problem  which  every  manager  and  executive  recognizes :  achievement 
of  goals — whether  in  business  or  social  welfare — depends  not  simply  on  money 
and  authority  but  also  on  qualified,  well  educated,  competent  personnel. 

Finally,  the  government  has  in  recent  years  been  stimulating  a  vast  and 
imaginative  expansion  of  community  service  by  volunteers  and  neighborhood 
workers.  VISTA,  Neighborhood  Youth  Corps,  Community  Action,  Foster  Grand- 
parents, health  and  school  aides,  Peace  Corps  volunteers  in  community  develop- 
ment are  all  recent  additions  to  the  long-standing  employment  of  aides  in  hos- 
pitals, institutions  for  children  and  the  aged,  mental  hospitals,  day  care  centers, 
neighborhood  centers,  playgrounds,  etc.  As  everyone  with  experience  in  this 
field  knows  the  effective  use  of  volunteers  and  aides  depends  upon  the  quality 
of  leadership  and  imagination  of  those  who  organize  and  supervise  their  work. 
Thus,  while  these  new  recruits  are  a  welcome  addition  to  the  widening  pool  of 
welfare  manpower,  they  intensify  rather  than  diminish  the  need  for  professional 
social  workers. 

Unfortunately  in  this  period  of  rapidly  growing  demand  and  barely  growing 
supply,  we  are  all  competing  for  the  same  social  work  personnel.  Therefore, 
it  is  the  urgent  concern  of  all  of  us,  whether  we  work  for  the  public  or  voluntary 
sector  of  social  welfare,  that  the  institutions  educating  social  work  personnel 
receive  the  assistance  necessary  to  their  expansion  and  we  urge  your  support  for 
the  provision  of  H.R.  5710  as  an  important  first  step  in  the  direction  of  meeting 
a  major  national  need. 

Signatories  of  National  Social  Welfare  Assembly — Statement  ox  Social 
Security  Amendments  of  1967  (H.R.  5710) 

social  work  manpower  and  training  (title  IV,  SEC.  401  ) 

Organizations 

National  Jewish  Welfare  Board,  Sanford  Solender,  Executive  Vice-President. 
National  Council  on  Illegitimacy,  Ruth  Chaskell,  Director. 

National  Council  on  Homemaker  Services,  Inc.,  Betty  W.  Anderson,  Executive 
Director. 

Council  of  Jewish  Federations  and  Welfare  Funds,  Inc.,  Philip  Bernstein, 
Executive  Director. 

National  Federation  of  Settlements  and  Neighboohrod  Centers,  Gladys  Dupp- 
stadt,  Secretary  for  Social  Education  and  Action. 

Family  Service  Association  of  America,  Clark  W.  Blackburn,  General  Director. 
Child  Welfare  League  of  America,  Joseph  H.  Reid,  Executive  Director. 
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National  Board,  Young  Women's  Christian  Association  of  the  U.S.A.,  Mrs. 
Elizabeth  E.  Marti,  President. 

National  Committee  for  the  Day  Care  of  Children,  Mariana  Jessen,  Executive 
Director. 

Laurin  Hyde  Associates,  Laurin  Hyde,  President. 

United  Neighborhood  Houses  of  New  York,  Inc.,  Helen  M.  Harris,  Executive 
Director. 

Nevada  Chapter  of  National  Social  Workers,  Mrs.  Sally  Mayswinkle,  District 
Secretary,  Las  Vegas  District. 

George  Warren  Brown  School  of  Social  Work,  Washington  University,  St. 
Louis,  N. J.,  Wayne  Vasey,  Dean. 

Maryland  Conference  of  Social  Welfare,  Marit  Thorson,  Legislative  Repre- 
sentative. 

Helath  and  Welfare  Council,  Inc.,  Philadelphia,  Pa.,  Owen  R.  Davison,  Execu- 
tive Director. 

Vermont  Conference  of  Social  Welfare,  Henry  L.  Albarelli,  Chairman,  Legisla- 
tive Committee. 

St.  Louis,  Missouri  Chapter  National  Association  of  Social  Workers,  Hans  L. 
Falck,  Chairman. 

Glens  Falls  Community  Chest,  New  York,  John  H.  Reardon,  Executive  Di- 
rector. 

Council  of  Community  Services  of  Plattsburgh  and  Clinton  County,  Inc.,  New 
York,  Mrs.  Kenneth  Channell,  Executive  Director. 

Council  of  Social  Agencies,  Rochester,  New  York,  Kenneth  M.  Storandt,  Execu- 
tive Director. 

United  Community  Service,  Mansfield,  Ohio,  Walter  M.  Koty,  Executive  Di- 
rector. 

The  Salvation  Army,  Lt.  Commissioner  John  Grace,  National  Chief  Secretary. 

Oregon  Social  Welfare  Association,  Inc.,  Charlotte  Donaldson,  President 
(also  endorsed  by  Joint  Legislative  Council  made  up  of  members  of  OSWA  and 
NASW). 

National  Council  of  Jewish  Women,  Mrs.  Norma  Klein,  Professional  Assistant, 
Program  Development  Department. 

Individuals 

Dr.  Arthur  J.  Altmeyer,  Former  U.S.  Commissioner  for  Social  Security. 
Edith  L.  Balmford,  Member,  Advisory  Committee,  National  Council  on  Illegiti- 
macy. 

Chester  R.  Brown,  Lt.  Col.  Retired,  Salvation  Army. 

Eli  E.  Cohen,  Executive  Secretary,  National  Committee  on  Employment  of 
Youth. 

The  Rev.  Reinhart  B.  Gutmann,  Executive  Secretary,  Division  of  Community 
Services,  Executive  Council,  Episcopal  Church. 

Helen  M.  Harris,  Executive  Director,  United  Neighborhood  Houses  of  New 
York,  Inc. 

Mariana  Jessen,  Executive  Director,  National  Committee  for  the  Day  Care  of 
Children. 

Sutherland  D.  Miller,  Executive,  Personnel  and  Management  Division,  National 
Board,  Y.M.C.A. 

John  H.  Moore,  Director,  National  iStudy  Service. 

Charles  I.  Schottland,  Former  U.S.  Commissioner  of  Social  Security;  Dean, 
The  Florence  Heller  Graduate  School  for  Advanced  Studies  in  Social  Welfare, 
Brandeis  University,  Waltham,  Mass. 

Sanford  Solender,  Executive  Vice-President,  National  Jewish  Welfare  Board. 

Edmund  M.  Burke,  Chairman,  Community  Organization  and  Planning,  Boston 
College  School  of  Social  Work. 

Robert  Morris,  Professor  of  'Social  Planning,  The  Florence  Heller  Graduate 
School,  Brandeis  University,  Waltham,  Mass. 

Philip  Booth,  Lecturer  in  Social  Work,  The  University  of  Michigan  School  of 
Social  Work,  Ann  Arbor. 

Joseph  L.  Vigilante,  Dean,  Adelphi  University  School  of  Social  Work,  Garden 
City,  Long  Island,  N.Y. 

Gordon  Hearn,  Dean,  School  of  Social  Work,  Portland  State  College,  Portland, 
Oregon. 

Dr.  Milton  Lebowitz,  Professor  of  Social  Planning,  Fordham  University,  New 
York,  N.Y. 
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Raleigh  C.  Hobson,  Director,  State  Department  of  Public  Welfare,  Baltimore, 
Maryland. 

Willis  G.  Johnson,  Executive  Secretary,  Lincoln  Community  Chest,  Lincoln, 
Nebraska. 

Lyman  S.  Ford,  Executive  Director,  United  Community  Funds  and  Councils  of 
America. 

William  B.  George,  Executive  Director,  Community  Welfare  Council,  Lima, 
Ohio. 

Jack  P.  Lander,  Community  Planning  Director,  United  Fund,  El  Paso,  Texas. 

Mrs.  Sally  Mayswinkle,  District  Secretary,  Las  Vegas  District,  Nevada  Chapter 
of  National  Social  Workers. 

Robert  W.  Groenert,  Assistant  Executive  Director,  United  Fund  of  Clark 
County,  Inc.,  Las  Vegas,  Nevada. 

Fred  M.  Cox,  Assistant  Professor,  University  of  Michigan  School  of  Social 
Work,  Ann  Arbor. 

Peter  J.  Tutoli,  Executive  Director,  United  Fund  of  the  Central  North  Shore, 
Beverly,  Mass. 

Jeweldean  Jones,  Associate  Director,  National  Urban  League. 

W.  T.  McCullough,  Executive  Director,  Welfare  Federation  of  Cleveland,  Ohio. 

Albert  Waxman,  Executive  Director,  Raritan  Valley  Community  Services 
Council,  New  Brunswick,  N.J. 

Richard  V.  Barrie,  Director,  Berrien  County  Council  on  Aging,  Inc.,  St.  Joseph, 
Mich. 

Harleigh  B.  Trecker,  Dean,  School  of  Social  Work,  University  of  Connecticut, 
Hartford. 

Milton  Gan,  Executive  Director,  Regional  Health  and  Welfare  Council,  Kansas 
City,  Missouri. 

Charles  G.  Keeler,  Executive  Director,  Rowan  County  United  Fund,  Salisbury, 
North  Carolina. 

Harry  Schwartz,  Executive  Director,  Community  Council  of  Central  Santa 
Clara  County,  Inc.,  San  Jose,  Cal. 

Harold  J.  Weekley,  Executive  Director,  United  Fund  of  Greater  Chattanooga, 
Tenn. 

E.  A.  Schulz,  Associate  Director,  United  Fund  of  Greater  Chattanooga,  Tenn. 
Mrs.  Katharine  D.  Hastings,  Administrative  Assistant,  United  Fund  of  Greater 
Chattanooga,  Tenn. 

Morton  R.  McAnally,  Executive  Secretary,  Community  Council  of  Greater 
Peoria,  Illinois. 

Robert  H.  MacRae,  Associate  Executive  Director,  Chicago  Community  Trust, 
Illinois. 

Ruth  E.  Sturm,  Executive  Director,  United  Fund  of  Greater  Uniontown,  Union- 
town,  Pa. 

Gerald  S.  Snoker,  Executive  Director,  United  Jewish  Federation  of  Pittsburgh, 
Pa. 

M.  W.  Richardson,  Executive  Director,  Amsterdam  Community  Chest,  Inc., 
Amsterdam,  N.Y. 

Ernest  R.  Tobin,  Executive  Director,  Shenango  Valley  United  Fund,  Sharon, 
Pa. 

Robert  J.  Van  Wart,  Executive  Director,  The  Community  Council  of  Greater 
Springfield,  Inc.,  Mass. 

Joseph  A.  Capon,  Associate  Executive  Director,  The  United  Fund  and  Services 
of  S.E.  Connecticut,  Gales  Ferry,  Conn. 

Corinne  M.  Callahan,  Executive  Secretary,  New  York  State  Welfare  Confer- 
ence, Inc.,  Albany,  N.Y. 

Wallace  Hill,  Director  of  Social  Service,  Mary  Fletcher  Hospital,  Burlington, 
Vermont. 

Agency  Executives  of  New  London  County,  Connecticut. 
Albert  F.  Means,  Y.M.C.A.,  New  London. 
Robert  Ertl,  Juvenile  Court,  New  London. 
Marjorie  Robins,  Juvenile  Court,  New  London. 
Lillian  J.  Miller,  Family  Service,  New  London. 
Marion  V.  Crawford,  New  London. 

Walter  Iwanicki,  Child  Guidance  Clinic  of  S.E.  Conn.,  New  London. 
C.  E.  Kelly,  New  London. 

Herbert  Schacht,  Community  Health  Council  of  New  London  County,  Water- 
ford. 

Catherine  Clark,  Gales  Ferry. 
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Rena  Peichert,  Mystic. 

F.  Thomas  Ulrich,  Ledyard. 

Robert  M.  Brill,  Bloomfield. 

Richard  Brooks,  Thomes  Valley  Council  of  Community  Action,  Inc.,  Norwich. 

Madeline  P.  Whalen,  Department  of  Public  Welfare,  Norwich. 

Rev.  Robert  E.  McNulty,  Catholic  Charities,  Inc.,  Norwich. 

William  D.  Rafferty,  Catholic  Charities,  Inc.,  Norwich. 

Leslie  J.  Carroll,  Norwich. 

Margaret  A.  Carroll,  Norwich. 

John  Janglen,  Jr.,  Norwich. 

Laura  Nagle,  Norwich. 

Cassandra  Cearleglio,  Norwich. 

Mark  F.  Driscoll,  Norwich. 

Mila  E.  Rindge,  Norwich. 

H.  T.  Lowry,  Navy  Relief  Society,  Groton. 

Margaret  Middleton,  Groton. 

Kathryn  L.  D'Aniece,  Groton. 

Evelyn  S.  Metcalf ,  Connecticut  Trails  Council  of  Girl  Scouts. 

Mrs.  Elizabeth  L.  Jacobs,  Chairman,  Metropolitan  Welfare  Commission,  Nash- 
ville and  Davidson  County,  Tenn. 

W.  Stanley  Bechtel,  Executive  Director,  Social  Planning  Council  of  Western 
Stark  Co.,  Massillon,  Ohio. 

*    *  * 

Additional  Signatories  of  National  Social  Welfare  Assembly — Statement 
on  Social  Security  Amendments  of  1967  (H.R.  5710) 

SOCIAL  WORK  MANPOWER  AND  TRAINING  (TITLE  IV,  SEC  401  ) 

Organizations 

Community  Service  Council  of  Pinellas  County,  Florida,  Raymond  W.  Houston, 
Executive  Director. 

Council  of  Planning  Affliates,  Seattle,  Washington. 

Monroe  County  Department  of  Social  Welfare,  Mrs.  Catherine  M.  Manning, 
Deputy  Director. 

Community  Planning  Council,  Des  Moines,  Iowa,  Marguerite  Cothorn,  Asso- 
ciate Director  for  Community  Planning. 

Community  Council  of  Greater  New  York,  Catherine  M.  Wells,  Executive  Sec- 
retary, Family  and  Child  Welfare  Division. 

School  of  Social  Work,  Atlanta  University,  Georgia,  William  S.  Jackson, 
Dean. 

Individuals 

A.  H.  Moore,  Labor  Liaison  Representative,  Florida  Power  and  Light  Co., 
Miami,  Florida. 

A.  D.  Malin,  Executive  Director,  United  Community  Services  of  Appleton,  Inc., 
Wisconsin. 

Margaret  E.  Johnson,  Executive  Director,  Community  Council  of  Social  Serv- 
ices, Ogden,  Utah. 

Walter  J.  Pacek,  Executive  Director,  United  Community  Services,  Portland, 
Maine. 

Norman  R.  Johnson,  Associate  Executive  Director,  United  Community  Services, 
Portland,  Maine. 

Henry  H.  Welch,  Ph.  D.,  Executive  Director,  Metropolitan  Council  for  Com- 
munity Service,  Denver,  Colorado. 

John  F.  Hickey,  Executive  Director,  Community  Welfare  Council  of  Buffalo 
and  Erie  County,  New  York. 


Statement  of  Elizabeth  Wickenden,  Technical  Consultant  on  Public 
Social  Policy,  National  Social  Welfare  Assembly,  Inc. 

social  security  benefit  increases 

(The  following  statement  on  social  security  benefit  increases  is  presented  in 
behalf  of  a  group  of  national,  state  and  local  voluntary  welfare  organizations 
and  individuals  associated  with  this  field  in  leadership  positions. ) 

No  single  measure  can  make  a  more  significant  and  practical  contribution  to 
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the  war  on  poverty  than  a  substantial  increase  in  social  security  benefits.  For 
a  majority  of  those  whose  income  falls  below  the  commonly  accepted  poverty 
level  belong  to  the  very  groups  which  depend  primarily  for  that  income  on  so- 
cial security  benefits:  the  aged,  families  headed  by  women,  and  the  disabled. 

No  program  instituted  in  the  past  thirty-five  years  is  so  firmly  established,  so 
well  accepted  by  the  country  and  so  well  adapted  to  American  traditions  and 
values.  People  rightfully  feel  that  they  have  earned  the  right  by  their  labor 
to  the  benefits  they  receive  when  earnings  cease  by  reason  of  retirement,  disabil- 
ity or  loss  of  the  family  breadwinner.  This  is  in  the  highest  American  tradition 
which  places  its  first  emphasis  on  the  prevention  of  destitution  by  foresighted 
measures  that  protect  the  individual  and  his  dependents  against  the  major  risks 
of  income  loss  to  which  they  are  exposed. 

This  program  strikes  at  one  of  the  major  root  causes  of  poverty  and  is, 
therefore,  directed  toward  its  prevention  before  it  occurs  rather  than  its  allevia- 
tion after  the  harsh  fact  of  its  occurrence.  No  one  wants  to  become  poor  and 
social  insurance  offers  a  dependable  assurance  to  the  family  head  that  his  wife 
and  children  will  not  be  destitute  in  case  of  his  death  or  disability  and  that  he 
and  his  wife  can  approach  the  loss  of  earnings  in  old  age  retirement  with  con- 
fidence that  they  have  earned  their  retirement  income. 

But  it  is  also  only  reasonable  that  this  major  segment  of  the  country's  popula- 
tion should  share  in  its  growing  prosperity.  People  who  have  contributed  their 
labor  to  this  economic  growth  during  their  working  life  should  enjoy  their  fair 
share  of  its  fruits.  By  any  measure  our  present  benefit  levels  treat  them 
shabbily.  Neither  at  the  minimum,  average  or  maximum  level  do  they  bear 
a  reasonable  relationship  to  current  wages,  productive  levels  or  living  costs. 
Virtually  every  other  industrial  country  devotes  a  larger  share  of  its  national 
income  to  this  purpose;  some  more  than  three  times  as  much. 

Most  of  us  would  favor  a  far  larger  increase  than  the  modest  15%  proposed 
for  those  above  the  minimum  level  and  the  addition  of  a  general  revenue 
contribution  as  soon  as  feasible  to  relieve  the  system  of  a  part  of  its  social  and 
initiating  costs  thus  permitting  more  realistic  benefit  increases.  Again  this 
is  an  intrinsic  part  of  most  social  security  systems  throughout  the  world.  In 
the  meantime  we  strongly  urge  the  full  scale  of  benefit  increases  proposed  in 
H.R.  5710  at  all  levels.  Substantial  increases  at  the  lowest  level  will  greatly 
reduce  the  number  of  social  security  beneficiaries  forced  to  seek  supplementary 
assistance  in  order  to  meet  their  basic  living  requirements.  Substantial  in- 
creases at  the  higher  levels  will  maintain  the  principle  on  which  social  insurance 
has  always  been  based :  maintenance  of  income  when  work  is  no  longer  possible 
on  a  basis  which  bears  a  reasonable  relationship  to  past  earnings  and  con- 
tributions. 

We  also  favor  the  extension  of  coverage  to  disabled  widows  under  62  years 
of  age  and  to  additional  agricultural  workers.  The  social  insurance  system, 
as  our  major  bulwark  against  income  loss,  should  clearly  be  as  inclusive  both 
as  to  beneficiaries  and  scope  of  benefits  as  is  consistent  with  its  basic  purpose. 

*    *  * 

Signatories  of  Nati6nal  Social  Welfare  Assembly  Statement  on  Social 
Security  Amendments  of  1967  (H.R.  5710) 

'social  security  benefit  increases 
Organizations  ' 

National  Committee  for  the  Day  Care  of  Children,  Mariana  Jessen,  Executive 
Director. 

United  Neighborhood  Houses  of  New  York,  Inc.,  Helen  M.  Harris,  Executive 
Director. 

Nevada  Chapter  of  National  Social  Workers,  Mrs.  Sally  Mayswinkle,  District 
Secretary,  Las  Vegas  District. 
National  Council  of  Illegitimacy,  Ruth  Chaskel,  Director. 

National  Federation  of  Settlements  and  Neighborhood  Centers,  Gladys  Dupp- 
stadt,  Secretary  of  Social  Education  and  Action. 

National  Council  for  Homemaker  Services,  Inc.,  Betty  W.  Andersen,  Executive 
Director. 

National  Board,  Young  Women's  Christian  Association  for  the  U.S.A.,  Eliza- 
beth E.  Marti,  President. 
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National  Council  of  Jewish  Women,  Mrs.  Norma  Klein,  Professional  Assistant, 

Program  Development  Department. 

The  Salvation  Army,  Lt.  Commissioner  John  Grace,  National  Chief  Secretary- 
Council  of  Jewish  Federations  and  Welfare  Funds,  Inc.,  Philip  Bernstein, 

Executive  Director. 

Family  Service  Association  of  America,  Clark  W.  Blackburn,  General  Director. 
Laurin  Hyde  Associates,  Laurin  Hyde,  President. 

Oregon  Social  Welfare  Association,  Inc.,  Charlotte  Donaldson,  President ; 
and  Joint  Legislative  Council  composed  of  members  of  OSWA  and  NASW. 

St.  Louis  Chapter  of  National  Association  of  Social  Workers,  Hans  S.  Falck, 
Chairman. 

Maryland  Conference  of  Social  Welfare,  Marit  Thorson,  Legislative  Repre- 
sentative. 

United  Community  Service  of  Mansfield,  Ohio,  Walter  M.  Koty,  Executive 
Director. 

Council  of  Social  Agencies,  Rochester,  New  York,  Kenneth  M.  Storandt, 
Executive  Director. 

Council  of  Community  Services  of  Plattsburgh  and  Clinton  County,  Inc.,  New 
York,  Mrs.  Kenneth  Channell,  Executive  Director. 

George  Warren  Brown  School  of  Social  Work,  Washington  University,  St. 
Louis,  Mo.,  Wayne  Vasey,  Dean. 

Glens  Falls  Community  Chest,  Glens  Falls,  N.Y.,  John  H.  Reardon,  Executive 
Director. 

Individuals 

Dr.  Arthur  J.  Altmeyer,  Former  U.S.  Commissioner  for  Social  Security. 
Sutherland  D.  Miller,  Executive  for  Personnel  and  Management  Division, 
National  Board,  Y.M.C.A. 

John  H.  Moore,  Director,  National  Study  Service. 

Eli  E.  Cohen,  Executive  Director,  National  Committee  on  Employment  of 
Youth. 

Stanford  Solender,  Executive  Vice-President,  National  Jewish  Welfare  Board. 
Chester  R.  Brown,  Retired  Lt.  Col.  Salvation  Army. 

Edith  F.  Balmford,  Member,  Advisory  Committee,  National  Council  on 
Illegitimacy. 

Mariana  Jessen,  Executive  Director,  National  Committee  for  Day  Care  of 
Children. 

Helen  M.  Harris,  Executive  Director,  United  Neighbrohood  Houses  of  New 
York,  Inc. 

Raleigh  C.  Hobson,  Director,  State  Department  of  Public  Welfare,  Baltimore, 
Maryland. 

Corinne  M.  Callahan,  Executive  Secretary,  New  York  State  Welfare  Confer- 
ence, Inc.,  Albany,  New  York. 

Fred  M.  Cox,  Assistant  Professor,  University  of  Michigan  School  of  Social 
Work,  Ann  Arbor. 

Mrs.  Sally  Mayswinkle,  District  Secretary,  Las  Vegas  District,  Nevada  Chapter 
of  National  Ass'n  of  Social  Workers. 

Robert  H.  MacRae,  Associate  Executive  Director,  Chicago  Community  Trust, 
Illinois. 

M.  W.  Richardson,  Executive  Director,  Amsterdam  Community  Chest,  Inc., 
Amsterdam,  N.Y. 

Ernest  R.  Tobin,  Executive  Director,  Shenango  Valley  United  Fund,  Sharon, 
Pa. 

Robert  J.  Van  Wart,  Executive  Director,  The  Community  Council  of  Greater 
Springfield,  Inc.,  Mass. 

Gerald  S.  Snoker,  Executive  Director,  United  Jewish  Federation  of  Pitts- 
burgh, Pa. 

Ruth  E.  Sturm,  Executive  Director,  United  Fund  of  Greater  Uniontown,  Inc., 
Pa. 

Wallace  Hill,  Director  of  Social  Service,  Mary  Fletcher  Hospital,  Burlington, 
Vermont. 

Morton  McAnally,  Executive  Secretary,  Community  Council  of  Greater  Peoria, 
Illinois. 

Mrs.  Katherine  D.  Hastings,  Administrative  Assistant,  United  Fund  of  Greater 
Chattanooga,  Tenn. 
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Harry  Schwartz,  Executive  Director,  Community  Council  of  Central  Santa 
Clara  County,  Inc.,  San  Jose,  California. 

Charles  L.  Keeler,  Executive  Director,  Rowan  County  United  Fund,  Salisbury, 
North  Carolina. 

Harleigh  B.  Trecker,  Dean,  School  of  Social  Work,  University  of  Connecticut, 
Hartford. 

W.  T.  McOullough,  Executive  Director,  Welfare  Federation  of  Cleveland,  Ohio. 

Joseph  A.  Capon,  Associate  Executive  Director,  The  United  Fund  and  Serv- 
ices of  S.E.  Conn.,  Gales  Ferry. 

Jeweldean  Jones,  Associate  Director,  National  Urban  League. 

Charles  I.  Schottland,  Dean,  The  Florence  Heller  Graduate  School  for  Ad- 
vanced Studies  in  Social  Welfare,  Brandeis  University,  Waltham,  Mass. 
Former  Commissioner  of  Social  Security. 

Dr.  Milton  Lebowitz,  Professor  of  Social  Planning,  Fordham  University,  New 
York,  N.Y. 

Gordon  Hearn,  Dean,  School  of  Social  Work,  Portland  State  College,  Portland, 
Oregon. 

Joseph  L.  Vigilante,  Dean,  Adelphia  University  School  of  Social  Work,  Garden 
City,  New  York. 

Philip  Booth,  Lecturer  in  Social  Work,  The  University  of  Michigan  School 
of  Social  Work,  Ann  Arbor. 

Richard  V.  Barrie,  Director,  Berrien  County  Council  on  Aging,  Inc.,  St.  Joseph, 
Michigan. 

Milton  Gan,  Executive  Director,  Regional  Health  and  Welfare  Council,  Kansas 
City,  Mo. 

Albert  Waxman,  Executive  Director,  Raritan  Valley  Community  Services 
Council,  New  Brunswick,  N.J. 

Robert  Groenert,  Assistant  Executive  Director,  United  Fund  of  Clark  County, 
Las  Vegas,  Nevada. 

Peter  J.  Tutoli,  Executive  Director,  United  Fund  of  the  Central  North  Shore, 
Inc.,  Beverly,  Mass. 

The  Rev.  Reinhart  B.  Gutmann,  Executive  Secretary,  Division  of  Community 
Services,  Executive  Council,  Episcopal  Church. 

Jack  Lander,  Community  Planning  Director,  El  Paso  Community  Fund,  El 
Paso,  Texas. 

Leo  Sarkisian,  Executive  Director,  Cambridge  Community  Services,  Cam- 
bridge, Mass. 

Willis  G.  Johnson,  Executive  Secretary,  Lincoln  Community  Chest,  Lincoln, 
Nebraska. 

Henry  P.  Albarelli,  Chairman,  Legislative  Committee,  Vermont  Conference  on 
Social  Welfare. 

Owen  R.  Davison,  Executive  Director,  Health  and  Welfare  Council,  Phila- 
delphia, Pa. 

George  M.  Logan,  Executive  Director,  Long  Beach  Community  Welfare  Coun- 
cil, Long  Beach,  California. 

Robert  Morris,  Professor  of  Social  Planning,  Florence  Heller  Graduate  School, 
Brandeis  University,  Waltham,  Mass. 
President,  Gerontological  Association  of  America. 

Edmund  M.  Burke,  Chairman,  Community  Organization  and  Planning  Boston 
College  School  of  Social  Work,  Boston,  Mass. 

Ralph  B.  Cauthen,  Executive  Director,  Durham  Community  Planning  Council, 
Durham,  North  Carolina. 

Agency  Executives  of  New  London  County,  Connecticut. 

Albert  E.  Means,  Y.M.C.A.,  New  London. 

Robert  Ertl,  Juvenile  Court,  New  London. 

Marjorie  Robins,  Juveline  Court,  New  London. 

Lillian  J.  Miller,  Family  Service,  New  London. 

Marion  V.  Crawford,  New  London. 

Walter  Iwanicki,  Child  Guidance  Clinic  of  S.E.  Conn.,  New  London. 
Agency  Executives  of  New  London  County,  Connecticut  continued. 
C.  E.  Kelly,  New  London. 

Herbert  Schacht,  Community  Health  Council  of  New  London  County,  Water- 
ford. 

Catherine  Clark,  Gales  Ferry. 
Rena  Peichert,  Mystic. 
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F.  Thomas  Unrich,  Ledyard. 
Robert  M.  Brill,  Bloomfield. 

Richard  Brooks,  Thomes  Valley  Council  of  Community  Action,  Inc.,  Norwich. 

Madeline  P.  Whalen,  Department  of  Public  Welfare,  Norwich. 

Rev.  Robert  E.  McNulty,  Catholic  Charities,  Inc.,  Norwich. 

William  D.  Rafferty,  Catholic  Charities,  Inc.,  Norwich. 

Leslie  J.  Carroll,  Norwich. 

Margaret  A.  Carroll,  Norwich. 

John  Janglen,  Jr.,  Norwich. 

Laura  Nagle,  Norwich. 

Cassandra  Cearleglio,  Norwich. 

Mark  F.  Driscoll,  Norwich. 

Mila  E.  Rindge,  Norwich. 

H.  T.  Lowry,  Navy  Relief  Society,  Groton. 

Margaret  Middleton,  Groton. 

Kathryn  I.  D'Aniece,  Groton. 

Evelyn  S.  Metcalf ,  Connecticut  Trails  Council  of  Girl  Scouts. 

W.  Stanley  Bechtel,  Executive  Director,  Social  Planning  Council  of  Western 
Stark  Co.,  Massillon,  Ohio. 

Elizabeth  J.  Jacobs,  Chairman,  Nashville  Metropolitan  Welfare  Commission, 
Tenn. 

Additional  Signatories  of  National  Social  Welfare  Assembly  Statement 
on  Social  Security  Amendments  of  1967  (H.R.  5710) 

SOCIAL  SECURITY  BENEFIT  INCREASES 

Organizations 

Council  of  Planning  Affiliates,  Seattle,  Washington. 

Community  Services  Council  of  Pinellas  County,  Florida,  Raymond  W. 
Houston,  Executive  Secretary. 

Community  Planning  Council,  Des  Moines,  Iowa,  Marguerite  Cothorn,  Asso- 
ciate Director  for  Planning. 

Monroe  County  Department  of  Social  Welfare,  Rochester,  N.Y.,  Mrs.  Catherine 
M.  Manning,  Deputy  Director. 

School  of  Social  Work,  Atlanta  University,  Georgia,  William  S.  Jackson,  Dean. 

Individuals 

Mrs.  Catherine  M.  Manning,  Deputy  Director,  Monroe  County  Dept.  of  Social 
Welfare,  Rochester,  N.Y. 

A.  A.  Moore,  Labor  Liaison  Representative,  Florida  Power  and  Light  Co., 
Miami,  Florida. 

A.  D.  Malin,  Executive  Director,  United  Community  Services  of  Appleton, 
Inc.,  Wisconsin. 

John  F.  Hickey,  Executive  Director,  Community  Welfare  Council  of  Buffalo  & 
Erie  County,  N.Y. 

Walter  J.  Pacek,  Executive  Director,  United  Community  Services  Portland, 
Maine. 

Norman  R.  Johnson,  Associate  Executive  Director,  United  Community  Serv- 
ices, Portland,  Maine. 

Henry  H.  Welch,  Ph.  D.,  Executive  Director,  Metropolitan  Council  for  Com- 
munity Service,  Denver,  Colorado. 


Statement  of  Elizabeth  Wickenden,  Technical  Consultant  on  Public  Social 
Policy,  National  Social  Welfare  Assembly,  Inc. 

medicare  improvements 

(The  following  statement  on  medicare  improvements  is  presented  in  behalf 
of  .a  group  of  national,  state  and  local  voluntary  welfare  organizations  and 
individuals  associated  with  this  field  in  leadership  positions.) 

The  enactment  and  speedy  launching  of  the  comprehensive  program  of  health 
benefits  under  social  insurance  for  older  persons  popularly  known  as  "Medicare" 
is  one  of  the  success  stories  of  our  time  and  a  dramatic  evidence  of  the  dispatch 
with  which  democracy  can  move  once  a  widespread  social  problem  has  been 
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recognized.  Despite  a  few  inevitable  growing  pains  this  program  is  now  so 
well  established  and  widely  accepted  that  it  is  hard  for  people  to  remember 
that  it  is  only  nine  months  old. 

We  believe,  therefore,  that  it  is  now  clearly  feasible  to  extend  its  coverage 
to  persons  receiving  social  security  disability  insurance  benefits  and  that  this, 
too,  will  met  a  need  for  which  other  remedies  do  not  exst.  Like  the  aged,  persons 
with  chronic  disabilities  have  unusual  health  needs  and  relatively  low  incomes 
with  which  to  purchase  private  insurance  or  otherwise  pay  for  the  hospital  and 
medical  care  they  need.  We  urge  you,  therefore,  to  adopt  the  President's  pro- 
posal for  their  inclusion  in  this  program. 

Many  of  us  were  opposed  to  the  deductible  provisions  of  the  Medicare  program 
prior  to  its  enactment  on  the  grounds  that  they  were  administratively  impractical 
and  contrary  to  the  basic  purpose  of  the  program.  We  wish  they  could  be 
eliminated  altogether  but  we  are  pleased  to  note  the  recommendations  for  simpli- 
fication of  the  deductible  and  other  provisions  with  respect  to  out-patient  care. 

Since  many  of  those  signing  this  statement  are  associated  with  the  field  of 
planning  on  a  national,  state,  and  community  level,  we  wish  to  commend  the 
proposal  to  combine  planning  for  hospital  construction  based  on  depreciation 
reimbursement  with  other  health  planning  within  the  state.  This  is  becoming 
urgent  in  view  of  the  increasing  demand  on  all  health  facilities  and  the  need 
for  a  rational  plan  for  their  utilization  and  development. 

Signatories  of  National  Social  Welfare  Assembly  Statement  on 
Social  Security  Amendments  of  1967  (H.R.  5710) 

MEDICARE  IMPROVEMENTS 

Organizations 

National  Committee  for  the  Day  Care  of  Children,  Mariana  Jessen,  Executive 
Director. 

United  Neighborhood  Houses  of  New  York,  Inc.,  Helen  M.  Harris,  Eexecutive 
Director. 

National  Jewish  Welfare  Board,  Sanford  Solender,  Executive  Vice-President. 

National  Federation  of  Settlements  and  Neighborhood  Centers,  Gladys  Dupp- 
stadt,  Secretary  for  Social  Education  and  Action. 

Family  Service  Association  of  America,  Clark  W.  Blackburn,  General  Director. 

National  Board,  Young  Women's  Christian  Association  of  the  U.S.A.,  Elizabeth 
E.  Marti,  President. 

National  Council  for  Homemaker  Services,  Betty  H.  Andersen,  Executive 
Director. 

Council  of  Jewish  Federations  and  Welfare  Funds,  Inc.,  Philip  Bernstein, 
Executive  Director. 

Maryland  Conference  of  Social  Welfare,  Marit  Thorson,  Legislative  Repre- 
sentative. 

Laurin  Hyde  Associates,  Laurin  Hyde,  President. 

George  Warren  Brown  School  of  Social  Work,  Wayne  Yasey,  Dean. 

Nevada  Chapter  of  National  Social  Workers,  Mrs.  Sally  Mayswinkle,  District 
Secretary,  Las  Vegas  District,  Nevada. 

United  Community  Service,  Mansfield,  Ohio,  Walter  M.  Koty,  Executive 
Director. 

Council  of  Community  Services  of  Plattsburgh  and  Clinton  Co.  Inc.,  Pitts- 
burgh, N.Y.,  Mrs.  Kenneth  Channell,  Executive  Director. 

Glens  Falls  Community  Chest,  New  York,  John  H.  Reardon,  Executive 
Director. 

The  Salvation  Army,  Lt.  Commissioner  John  Grace,  National  Chief  Secretary. 
National  Council  of  Jewish  Women,  Mrs.  Norma  Klein,  Professional  Assistant, 
Program  Development  Department. 

Individuals 

Helen  M.  Harris,  Executive  Director,  United  Neighborhood  Houses  of  New 
York,  Inc. 

Marianna  Jessen,  Executive  Director,  National  Committee  for  the  Day  Care 
of  Children. 

Sanford  Solender,  Executive  Vice-President,  National  Jewish  Welfare  Board. 
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Mrs.  Sally  Mayswinkle,  District  Secretary,  Las  Vegas  District,  Nevada  Chap- 
ter of  National  Social  Workers. 

Dr.  Arthur  J.  Altmeyer,  Former  U.S.  Commissioner  for  Social  Security. 

Sutherland  D.  Miller,  Executive  for  Personnel  and  Management  Division,  Na- 
tional Board  of  Young  Men's  Christian  Assn. 

Edith  F.  Balmford,  Member,  Advisory  Committee,  National  Council  on  Illegiti- 
macy. 

The  Rev.  Reinhart  B.  Gutmann,  Executive  Secretary,  Division  of  Community 
Services  Executive  Council,  Episcopal  Church. 
John  H.  Moore,  Director,  National  Study  Service. 
Chester  R.  Brown,  Lt.  Col.  Retired,  Salvation  Army. 

Eli  E.  Cohen,  Executive  Secretary,  National  Committee  on  Employment  of 
Youth. 

Jeweldean  Jones,  Associate  Director,  National  Urban  League. 
Ruth  Chaskel,  Director,  National  Council  on  Illegitimacy. 

Raleigh  C.  Hobson,  Director,  State  Department  of  Public  Welfare,  Baltimore, 
Maryland. 

Willis  G.  Johnson,  Executive  Secretary,  Lincoln  Community  Chest,  Lincoln, 
Nebraska. 

Leo  Sarkisian,  Executive  Director,  Cambridge  Community  Services,  Cambridge, 
Mass. 

Jack  P.  Lander,  Community  Planning  Director,  El  Paso  United  Fund,  Texas. 
Peter  J.  Tutoli,  Executive  Director,  United  Fund  of  the  Central  North  Shore, 
Inc.,  Beverly,  Mass. 

Fred  M.  Cox,  Assistant  Professor,  University  of  Michigan  School  of  Social 
Work,  Ann  Arbor,  Michigan. 

Dr.  Milton  Lebowitz,  Professor  of  Social  Planning,  Fordham  University,  New 
York,  New  York. 

Gordon  Hearn,  Dean,  School  of  Social  Work,  Portland  State  College,  Portland, 
Oregon. 

Philip  Booth,  Lecturer  in  Social  Work,  The  University  of  Michigan,  School  of 
Social  Work,  Ann  Arbor. 

Robert  Morris,  Professor  of  Social  Planning,  Florence  Heller  Graduate  School, 
Brandeis  University,  Waltham,  Mass. 

Edmund  M.  Burke,  Chairman,  Community  Organization  and  Planning,  Boston 
College  School  of  Social  Work. 

Charles  I.  Schottland,  Dean,  The  Florence  Heller  Graduate  School  for  Ad- 
vanced Studies  in  Social  Welfare,  Brandeis  University,  Waltham,  Mass.  Former 
Commissioner  of  Social  Security. 

Joseph  L.  Vigilante,  Dean,  Adelphi  University  School  of  Social  Work,  Garden 
City,  New  York. 

Hans  S.  Falck,  Chairman,  St.  Louis,  Mo.,  National  Association  of  Social 
Workers. 

Henry  P.  Albarelli,  Chairman,  Legislative  Committee,  Vermont  Conference 
on  Social  Welfare. 

Charlotte  Donaldson,  President,  Oregon  Social  Welfare  Ass'n.  Inc. 
Joint  Legislative  Council  Members  of  OSWA  and  NASW. 

Ralph  B.  Cauthen,  Executive  Director,  Durham  Community  Planning  Council, 
Durham,  North  Carolina. 

Owen  R.  Davison,  Executive  Director,  Health  and  Welfare  Council,  Phila- 
delphia, Pa. 

George  M.  Logan,  Executive  Director,  Long  Beach  Community  Welfare  Coun- 
cil, Long  Beach,  California. 

Robert  R.  Groenert,  Assistant  Executive  Director,  United  Fund  of  Clark  Co., 
Las  Vegas,  Nevada. 

Albert  Waxman,  Executive  Director,  Raritan  Valley  Community  Services 
Council,  New  Brunswick,  New  Jersey. 

Richard  V.  Barrie,  Director,  Berrien  County  Council  on  Aging,  Inc.  St.  Joseph 
Michigan. 

Milton  Gaii,  Executive  Director,  Regional  Health  and  Welfare  Council,  Kansas 
City,  Mo. 

Charles  L.  Keeler,  Executive  Director,  Rowan  County  United  Fund,  Salisbury, 
North  Carolina. 

Harry  Schwartz,  Executive  Director,  Community  Council  of  Central  Santa 
Clara  County,  Inc.,  San  Jose,  Cal. 

Morton  R.  McAnally,  Executive  Secretary,  Community  Council  of  Greater 
Peoria,  Illinois. 
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Wallace  Hill,  Director  of  Social  Service,  Mary  Fletcher  Hospital,  Burlington, 
Vermont. 

Corinne  M.  Callahan,  Executive  Secretary,  New  York  State  Welfare  Confer- 
ence, Inc.,  Albany,  N.Y. 

Robert  H.  MacRae,  Associate  Executive  Director,  Chicago  Community  Trust, 
Illinois. 

M.  W.  Richardson,  Executive  Director,  Amsterdam  Community  Chest,  Inc. 
Amsterdam,  New  York. 

Ernest  R.  Tobin,  Executive  Director,  Shenango  Valley  United  Fund,  Sharon, 
Pa. 

Robert  J.  Van  Wart,  Executive  Director,  The  Community  Council  of  Greater 
Springfield,  Mass. 

Gerald  S.  Snoker,  Executive  Director,  United  Jewish  Federation  of  Pitts- 
burgh, Pa. 

Ruth  E.  Sturm,  Executive  Director,  United  Fund  of  Greater  Uniontown,  Pa. 
W.  T.  McCullough,  Executive  Director,  Welfare  Federation  of  Cleveland,  Ohio. 
Joseph  A.  Capon,  Associate  Executive  Director,  The  United  Fund  and  Services 
of  S.  E.  Conn.,  Gales  Ferry. 
Agency  Executives  of  New  London  County,  Connecticut. 
Albert  F.  Means,  Y.M.C.A.,  New  London. 
Robert  Ertl,  Juvenile  Court,  New  London. 
Marjorie  Robbins,  Juvenile  Court,  New  London. 
Lillian  J.  Miller,  Family  Service,  New  London. 
Marion  V.  Crawford,  New  London. 

Walter  Iwanicki,  Child  Guidance  Clinic  of  S.E.  Conn.,  New  London. 
C.  E.  Kelley,  New  London. 

Herbert  Schacht,  Community  Health  Council  of  New  London  County, 
Waterford. 

Agency  Executives  of  New  London  County,  Connecticut  continued. 

Catherine  Clark,  Gales  Ferry. 

Rena  Peichert,  Mystic. 

F.  Thomas  Ulrich,  Ledyard. 

Robert  M.  Brill,  Bloomfield. 

Richard  Brooks,  Thomes  Valley  Council  of  Community  Action,  Inc.,  Norwich. 

Madeline  P.  Whalen,  Department  of  Child  Welfare,  Norwich. 

Rev.  Robert  E.  McNulty,  Catholic  Charities,  Inc.,  Norwich. 

William  D.  Rafferty.  Catholic  Charities,  Inc.,  Norwich. 

Leslie  J.  Carroll,  Norwich. 

Margaret  A.  Carroll,  Norwich. 

John  Langlen,  Jr.,  Norwich. 

Laura  Nagel,  Norwich. 

Cassandra  Cearleglio,  Norwich. 

Mark  F.  Driscoll,  Norwich. 

Mila  E.  Rindge,  Norwich. 

H.  T.  Lowry,  Navy  Relief  Society,  Groton. 

Margaret  Middleton,  Groton. 

Kathryn  L.  D'Aniece,  Groton. 

Evelyn  S.  Metcalf,  Connecticut  Trails  Council  of  Girl  Scouts. 
Harleigh  B.  Trecker,  Dean,  School  of  Social  Work,  University  of  Conn.,  Hart- 
ford, Conn. 

Mrs.  Elizabeth  L.  Jacobs,  Chairman,  Metropolitan  Welfare  Commission,  Nash- 
ville and  Davidson  County,  Tenn. 

W.  Stanley  Bechtel,  Executive  Director,  Social  Planning  Council  of  Western 
Stark  County,  Massillon,  Ohio. 

*    *  * 

Additional  Signatories  of  National  Social  Welfare  Assembly — Statement 
on  Social  Security  Amendments  of  1967  (H.R.  5710) 

MEDICARE  IMPROVEMENTS 

Organizations 

Community  Planning  Council,  Des  Moines,  Iowa,  Marguerite  Cothorn,  As- 
sociate Director  for  Planning. 

Council  of  Planning  Affiliates,  Seattle,  Washington. 
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Community  Service  Council  of  Pinellas  County,  Florida,  Raymond  W.  Houston, 
Executive  Director. 

School  of  Social  Work,  Atlanta  University,  Georgia,  William  S.  Jackson,  Dean. 

Individuals 

A.  A.  Moore,  Labor  Liaison  Representative.  Florida  Power  and  Light  Co., 
Miami,  Florida. 

A.  D.  Malin,  Executive  Director,  United  Community  Services  of  Appleton,  Inc., 
Wisconsin. 

Mrs.  Margaret  E.  Johnson,  Executive  Director,  Community  Council  of  Social 
Services,  Ogden,  Utah. 

Henry  H.  Welch,  Ph.D.,  Executive  Director,  Metropolitan  Council  for  Com- 
munity Service,  Denver,  Colorado. 

John  F.  Hickey,  Executive  Director,  Community  Welfare  Council  of  Buffalo 
and  Erie  County,  Buffalo,  N.Y. 


Statement  of  Elizabeth  Wickenden,  Technical  Consultant  on  Public  Social 
Policy,  National  Social  Welfare  Assembly,  Inc. 

public  assistance 

( The  following  statement  on  public  assistance  is  presented  in  behalf  of  a  group 
of  national,  state  and  local  voluntary  welfare  organizations  and  individuals  as- 
sociated with  this  field  in  leadership  positions. ) 

Public  assistance  is  the  one  public  program  through  which  we  now  guarantee 
minimum  levels  of  living  to  persons  meeting  the  conditions  established  by  the 
assistance  titles  of  the  Social  Security  Act  whose  other  sources  of  income  fail 
to  meet  the  standards  established  by  the  states. 

The  Goal  All  who  study  this  program,  and  most  notably  the  Advisory  Council 
on  Public  Welfare  established  under  provisions  of  the  Public  Welfare  Amend- 
ments of  1962,  recognize  this  role  but  deplore  the  inadequacy  of  its  coverage 
and  the  unevenness  of  its  standards.  Minimum  federal  standards  of  assistance 
for  all  persons  in  actual  need  regardless  of  their  age,  family  situation,  or  length 
of  residence  in  the  state  where  they  are  living  and  adequate  federal  financing 
to  make  these  standards  a  reality  are  the  goal  toward  which  all  policy  changes 
should  be  directed. 

Meeting  Need  in  Full.  At  the  present  time  the  responsibility  for  setting  the 
budgetary  standards  which  determine  eligibility  for  assistance  and  the  amount 
of  assistance  given  in  particular  circumstances  rests  with  the  states.  It  is,  how- 
ever, shocking  to  note  that  only  nineteen  states  are  actually  meeting  in  full  the 
income  deficiency  of  families  with  children  according  to  their  own  standards. 
Some  of  those  that  fall  the  furthest  short  are  spending  the  least  in  terms  of  per- 
centage of  their  average  personal  income. 

We,  therefore,  support  as  a  useful  first  step  toward  a  rational  assistance  policy 
the  requirement  that  states  be  required  to  meet  in  full  their  own  budgetary  stand- 
ards as  established  on  January  1,  1967.  The  provision  of  an  equalization  fund 
to  assist  those  states  of  limited  means  on  wThich  this  policy  might  work  a  hard- 
ship is  absolutely  essential  to  an  equitable  transitional  compliance  with  this 
requirement.  We  urge,  however,  that  the  amount  authorized  for  this  purpose 
be  increased  and  that  an  allotment  formula  be  provided  based  on  the  ratio  of 
expenditure  for  public  assistance  to  the  relative  per  capita  income  of  the  states 
so  that  the  states  of  low  income  which  have  taxed  themselves  heavily  will  not 
be  penalized.  We  also  urge  the  Committee  to  review  the  present  reimbursment 
formula  under  which  the  federal  per  capita  maximum  for  children  is  scarcely 
more  than  one-third  that  for  the  aged  and  disabled. 

Cash  and  Medical  Assistance  Standards.  While  we  recognize  the  desirability 
of  up-grading  budgetary  standards  for  cash  assistance  and  assuring  equitable 
distribution  of  state  funds  among  various  welfare  programs,  we  do  not  feel 
that  standards  for  medical  assistance  should  serve  as  the  measure  of  adequacy 
for  cash  assistance.  Under  present  financing  provisions  such  a  policy  could  well 
serve  to  keep  present  standards  and  future  developments  unrealistically  low  in 
both  areas.  Shared  misery  is  no  answer  to  the  need  for  a  more  humane  and 
progressive  policy  on  all  fronts. 
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Coverage.  Since  we  favor  a  goal  of  inclusive  coverage  for  all  needy  persons, 
we  support  the  provision  for  making  permanent  the  temporary  1962  amendments 
but  would  urge  you  to  consider  incorporating  assistance  for  children  in  need  be- 
cause of  the  unemployment  of  a  parent  in  the  mandatory  provisions  of  Title  IV. 

Work  and  Training.  Recognizing  the  high  value  placed  by  all  Americans,  in- 
cluding assistance  recipients,  on  the  opportunity  to  earn  their  living  we  favor 
expanded  provisions  for  work  and  training  programs  and  the  recommendations 
for  equitable  treatment  in  the  exemption  of  earnings.  The  provisions  with 
respect  to  cooperation  with  the  Labor  Department  seem  unduly  complex  and 
should  also,  in  our  opinion,  be  optional  especially  considering  the  excellent  record 
of  many  public  welfare  departments  in  getting  such  programs  under  way. 
'  Future  Planning.  We  recognize  that  pending  the  reduction  of  our  military 
commitments  or  the  addition  of  new  taxes,  this  is  a  period  of  financial  stringency 
for  the  Federal  government.  On  the  other  hand  the  country's  gross  national 
product  was  reported  to  have  increased  by  14  billion  dollars  in  a  recent  three 
month  period.  Obviously  the  needy  persons  dependent  upon  public  assistance 
have  not  shared  in  that  increasing  affluence.  We,  therefore,  urge  upon  the  Con- 
gress and  the  executive  departments  the  development  of  plans  for  financing  a 
program  of  basic  social  guarantees  along  the  lines  recommended  by  the  Advisory 
Council  on  Public  Welfare  which  will  assure  adequate  minimum  income  and  es- 
sential social  services  on  an  equitable  basis  of  right  to  all  who  need  them.  We 
support  the  President's  statement  in  his  Economic  Message  relating  to  the  de- 
velopment of  standby  plans  for  the  expansion  of  needed  programs  when  the 
hoped-for  day  of  peace  in  Vietnam  arrives  and  urge  their  application  to  these 
urgent  welfare  needs. 

*    *  * 

Signatories  of  National  Social  Welfare  Assembly 
Statement  on  Social  Security  Amendments  of  1967  (H.R.  5710) 

PUBLIC  ASSISTANCE 

Organizations 

National  Committee  for  the  Day  Care  of  Children,  Mariana  Jessen,  Executive 
Director. 

National  Council  for  Homemaker  Services,  Inc.,  Betty  H.  Andersen,  Executive 
Director. 

National  Board,  Young  Women's  Christian  Association  of  the  U.S.A.,  Elizabeth 
Marti,  President. 

Family  Service  Association  of  America,  Clark  W.  Blackburn,  General 
Director. 

National  Federation  of  Settlements  and  Neighborhood  Centers,  Gladys  Dupp- 
stadt,  Secretary  for  Social  Education  and  Action. 

Child  Welfare  League  of  America,  Joseph  H.  Reid,  Executive  Director. 
National  Council  on  Illegitimacy,  Ruth  Chaskel,  Director. 
Laurin  Hyde  Associates,  Laurin  Hyde,  President. 

Council  of  Jewish  Federations  and  Welfare  Funds,  Philip  Bernstein,  Execu- 
tive Director. 

Maryland  Conference  of  Social  Welfare,  Marit  Thorson,  Legislative  Repre- 
sentative. 

United  Neighborhood  Houses  of  New  York,  Inc.,  Helen  M.  Harris,  Executive 
Director. 

Vermont  Conference  of  Social  Welfare,  Henry  P.  Albarelli,  Chairman,  Legisla- 
tive Committee. 

Oregon  Social  Welfare  Association,  Inc.,  Charlotte  Donaldson,  President. 

Joint  Legislative  Council  of  Oregon  Social  Welfare  Association. 

George  Warren  Brown  School  of  Social  Work,  Washington  University,  St. 
Louis,  Mo.,  Wayne  Vasey,  Dean. 

St.  Louis  Chapter,  National  Association  of  Social  Workers,  Hans  S.  Falck, 
Chairman. 

Council  of  Social  Agencies,  Rochester,  New  York,  Kenneth  M.  Storandt,  Execu- 
tive Director. 

Council  of  Community  Services  of  Plattsburgh  and  Clinton  County,  Inc.,  New 
York,  Mrs.  Kenneth  Channell,  Executive  Director. 

Glens  Falls  Community  Chest,  John  H.  Reardon,  Executive  Director. 
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Nevada  Chapter  of  National  Association  of  Social  Workers,  Mrs.  Sally  May- 
swinkle,  District  Secretary,  Las  Vegas  District. 

The  Salvation  Army,  Lt.  Commissioner  John  Grace,  National  Chief  Secre- 
tary. 

National  Council  of  Jewish  Women,  Mrs.  Norma  Klein,  Professional  Assistant, 
Program  Development  Department. 

Individuals 

Dr.  Arthur  J.  Altmeyer,  Former  U.S.  Commissioner  for  Social  Security. 

Charles  I.  Schottland,  Former  U.S.  Commissioner  for  Social  Security;  Dean, 
The  Florence  Heller  Graduate  School  for  Advanced  Studies  in  Social  Welfare, 
Brandeis  University,  Waltham,  Mass. 

Edith  L.  Balmford,  Member  Advisory  Committee,  National  Council  on  Illegiti- 
macy. 

John  H.  Moore,  Director,  National  Study  Service. 

Sanford  Solender,  Executive  Vice-President,  National  Jewish  Welfare  Board. 

Sutherland  D.  Miller,  Executive  for  Personnel  and  Management  Division  Na- 
tional Board  of  Young  Men's  Christian  Assn. 

The  Rev.  Reinhart  B.  Gutmiann,  Executive  Secretary,  Division  of  Community 
Services  Executive  Council,  Episcopal  Church. 

Chester  R.  Brown,  Lt.  Col.  Retired,  Salvation  Army. 

Helen  M.  Harris,  Executive  Director,  United  Neighborhood  Houses  of  New 
York,  Inc. 

Mariana  Jessen,  Executive  Director,  National  Committee  for  the  Day  Care  of 
Children. 

Mrs.  Sally  Mayswinkle,  District  Secretary,  Las  Vegas  District,  Nevada  Chap- 
ter of  National  Social  Workers. 

Philip  Booth,  Lecturer  in  Social  Work,  The  University  of  Michigan  School  of 
Social  Work. 

Fred  M.  Cox,  Assistant  Professor,  University  of  Michigan  School  of  Social 
Work,  Ann  Arbor. 

Edmund  M.  Burke,  Chairman,  Community  Organization  and  Planning,  Boston 
College  School  of  Social  Work. 

Joseph  L.  Vigilante,  Dean,  Adelphi  University  School  of  Social  Work,  Garden 
City,  N.Y. 

Gordon  Hearn,  Dean,  Portland  State  College  School  of  Social  Work,  Portland, 
Oregon. 

Dr.  M.  Lebowitz,  Professor  of  Social  Planning,  Fordham  University,  New 
York,  New  York. 

Robert  Morris,  Professor  of  Social  Planning,  Florence  Heller  Graduate  School, 
Brandeis  University,  Waltham,  Mass.  President,  Gerontological  Society  of 
America. 

Walace  Hill,  Director  of  Social  Service,  Mary  Fletcher  Hospital,  Burlington, 
Vermont. 

Raleigh  C.  Hobson,  Director,  State  Department  of  Public  Welfare,  Baltimore, 
Maryland. 

Ernest  R.  Tobin,  Executive  Director,  Shenango  Valley  United  Fund,  Sharon, 
Pa. 

Harry  Schwartz,  Executive  Director,  Community  Council  of  Central  Santa 
Clara  County,  Inc.,  San  Jose,  Calif. 

Charles  F.  Keeler,  Executive  Director,  Rowan  County  United  Fund,  Salisbury, 
North  Carolina. 

Albert  Waxman,  Executive  Director,  Raritan  Valley  Community  Services 
Council,  New  Brunswick,  N.J. 

Robert  R.  Groenert,  Assistant  Executive  Director,  United  Fund  of  Clark 
County,  Inc.,  Las  Vegas,  Nevada. 

W.  Stanley  Bechtel,  Executive  Director,  Social  Planning  Council  of  Western 
Stark  County,  Massillon,  Ohio. 

Robert  H.  MacRae,  Chairman,  Board  of  Public  Aid  Commissioners  of  Illinois, 
Chicago,  111. 

M.  W.  Richardson,  Executive  Director,  Amsterdam  Community  Chest,  Inc., 
Amsterdam,  N.Y. 

Robert  J.  Van  Wart,  Executive  Director,  The  Community  Council  of  Greater 
Springfield,  Inc.,  Mass. 
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Ruth  E.  Sturm,  Executive  Director,  United  Fund  of  Greater  Uniontown,  Pa. 
Gerald  S.  Snoker,  Executive  Director,  United  Jewish  Federation  of  Pitts- 
burgh, Pa. 

Corinne  M.  Callahan,  Executive  Secretary,  New  York  State  Welfare  Confer- 
ence, Inc.,  Albany,  N.Y. 

Mrs.  Katharine  D.  Hastings,  Administrative  Assistant,  United  Fund  of  Greater 
Chattanooga,  Tenn. 

Milton  Gan,  Executive  Director,  Regional  Health  and  Welfare  Council,  Ken- 
sas  City,  Mo. 

Richard  V.  Barrie,  Director,  Berrien  County  Council  on  Aging,  St.  Joseph, 
Michigan. 

Peter  J.  Tutoli,  Executive  Director,  United  Fund  of  the  Central  North  Shore, 
Inc.,  Beverly,  Mass. 

Jack  P.  Lander,  Community  Planning  Director,  El  Paso  United  Fund,  El  Paso, 
Texas. 

Owen  R.  Davison,  Executive  Director,  Health  and  Welfare  Council,  Inc.,  Phila- 
delphia, Pa. 

Harleigh  B.  Trecker,  Dean,  School  of  Social  Work,  University  of  Connecticut, 
Hartford. 

Joseph  A.  Capon,  Associate  Executive  Director,  The  United  Fund  and  Services 
of  S.E.  Connecticut. 
Agency  Executives  of  New  London  County,  Connecticut : 
Albert  F.  Means,  Y.M.C.A.,  New  London. 
Robert  Ertl,  Juvenile  Court,  New  London. 
Marjorie  Robbins,  Juvenile  Court,  New  London. 
Lillian  J.  Miller,  Family  Service,  New  London. 
Marion  V.  Crawford,  New  London. 

Walter  Iwanicki,  Child  Guidance  Clinic  of  S.E.  Conn.,  New  London. 
C.  E.  Kelly,  New  London. 

Herbert  Schacht,  Community  Health  Council  of  New  London  County,  Water- 
ford. 

Catherine  Clark,  Gales  Ferry. 
Rena  Peichert,  Mystic. 
F.  Thomas  Ulrich,  Ledyard. 
Robert  M.  Brill,  Bloomfield. 

Richard  Brooks,  Thomes  Valley  Council  of  Community  Action,  Inc. 
Madeline  P.  Whalen,  Department  of  Public  Welfare,  Norwich. 
Rev.  Robert  E.  McNulty,  Catholic  Charities,  Inc.,  Norwich. 
William  D.  Rafferty,  Catholic  Charities,  Inc.,  Norwich. 

^Leslie  J.  Carroll,  Margaret  A.  Carroll,  John  Janglen,  Jr.,  Laura  Nagle,  Cas- 
sandra Cearleglio,  Mark  F.  Driscoll,  Mila  E.  Rindge  of  Norwich. 

H.  T.  Lowry,  Navy  Relief  Society,  Groton. 

Margaret  Middleton,  Kathryn  L.  D'Aniece  of  Groton. 

Evelyn  S.  Metcalf ,  Connecticut  Trails  Council  of  Girl  Scouts. 

Jeweldean  Jones,  Associate  Director,  National  Urban  League. 

Mrs.  Elizabeth  L.  Jacobs,  Chairman,  Metropolitan  Welfare  Commission,  Nash- 
ville and  Davidson  County,  Tenn. 

*     *  * 

Additional  Signatories  of  National  Social  Welfare  Assembly — Statement 
on  Social  (Security  Amendments  of  1967  (H.R.  5710) 

PUBLIC  ASSISTANCE 

Organizations 
Council  of  Planning  Affiliates,  Seattle,  Washington. 

Community  Service  Council  of  Pinellas  County,  Florida,  Raymond  W.  Houston, 
Executive  Director. 

Community  Planning  Council,  Des  Moines,  Iowa,  Marguerite  Cothorn,  Asso- 
ciate Director  for  Planning. 

Public  Welfare  Committee,  Welfare  Federation  of  Cleveland,  Ohio,  Irving  Kane, 
Chairman. 

Committee  on  Family  and  Child  Welfare. 

Community  Service  Society,  New  York,  Mrs.  Henry  N.  Pratt,  Chairman. 
School  of  Social  Work,  Atlanta  University,  Georgia,  William  S.  Jackson,  Dean. 
Community  Council  of  Greater  New  York,  Catherine  M.  Wells,  Executive  Sec- 
retary, Family  and  Child  Welfare  Division. 
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Individuals 

A.  A.  Moore,  Labor  Liaison  Representative,  Florida  Power  and  Light  Co., 
Miami,  Florida. 

Margaret  E.  Johnson,  Executive  Director,  Community  Council  of  Social  Service, 
Ogden,  Utah. 

A.  D.  Malin,  Executive  Director,  United  Community  Services,  of  Appleton,  Inc., 
Wisconsin. 

John  F.  Hickey,  Executive  Director,  Community  Welfare  Council  of  Buffalo 
and  Erie  County,  New  York. 

Walter  J.  Pacek,  Executive  Director,  United  Community  Services,  Portland, 
Maine. 

Henry  H.  Welch,  Ph.  D.,  Executive  Director,  Metropolitan  Council  for  Com- 
munity Service,  Denver,  Colorado. 

Note. — Titles  of  individuals  for  identification  purposes  only. 


Statement  of  Elizabeth  Wickenden,  Technical  Consultant  on  Public  Social 

Policy 

title  xix  :  medical  assistance  to  the  needy 

(The  following  statement  on  Title  XIX:  Medical  Assistance  to  the  Needy  is 
presented  in  behalf  of  a  group  of  national,  state  and  local  voluntary  welfare 
organizations  and  individuals  associated  with  this  field  in  leadership  positions.) 

A  major  achievement  of  the  89th  Congress  was  the  enactment  of  Title  XIX  of 
the  Social  Security  Act  authorizing  a  broad  program  of  medical  assistance  for 
the  needy.  This  was  one  of  several  measures  directed,  primarily  toward  im- 
proving the  health  of  children  originally  incorporated  in  H.R.  3699,  the  Child 
Health  and  Medical  Assistance  bill,  introduced  by  Representative  Mills. 

Title  XIX  combines  two  important  principles  of  sound,  progressive  legislation  : 
building  on  the  best  of  past  experience  and  providing  incentives  for  future  ad- 
vance on  that  experience.  It  undertakes  to  extend  to  other  low  income  groups, 
especially  children,  the  benefit  of  experience  gained  under  the  Kerr-Mills  amend- 
ments to  Title  I  in  providing  health  care  to  the  needy  aged.  It  offers,  moreover, 
an  incentive  for  states  to  develop  this  new  program  through  the  use  of  state  and 
local  funds  no  longer  required,  to  meet  the  health  and.  other  needs  of  persons 
covered  under  the  social  insurance  provisions  of  the  1966  amendments,  especially 
Title  XVIII.    This  represented  legislative  statesmanship  of  the  highest  order. 

States  have  been  proceeding,  according  to  their  own  best  judgment,  to  develop 
programs  under  the  terms  of  this  legislation.  We  believe  that  it  would  be  unfair 
and  premature  to  modify  in  any  basic  respect  these  conditions  at  this  time.  The 
concept  of  Federal-State  partnership  which  underlies  grant-in-aid  programs  re- 
quires that  states  be  permitted  a  reasonable  time  to  institute  and  gain  operational 
experience  from  a  new  program  of  this  scope  and  importance.  It  is  only  on  the 
basis  of  such  experience  that  policymakers  can  evaluate  its  ultimate  impact. 

We  particularly  wish  to  stress  the  long-run  economy  to  the  Federal  and 
state  governments  of  an  early  investment  in  the  health  needs  of  children.  This 
is  the  very  epitome  of  preventive  health  and  welfare  services.  Middle-income 
families  take  their  children  routinely  for  periodic  check-ups  but  many  poor 
children  never  see  a  doctor,  nurse,  or  dentist.  Yet  many  of  the  most  costly 
disabilities  which  afflict  individuals  in  their  middle  and  later  years  are  the 
result  of  a  shocking  neglect  of  their  health  needs  in  childhood.  The  ultimate 
cost  of  this  false  economy  shows  up  later  in  prolonged  dependency,  acute  and 
chronic  needs  for  health  care,  loss  of  earning  power,  and  related  family  dis- 
ruption. Any  move  to  restrict  the  eligibility  for  Title  XIX  benefits  of  children 
in  low  income  families  who  cannot  otherwise  afford  health  care  is,  therefore,  not 
only  a  serious  blow  to  these  children  but  a  poor  ultimate  economy  to  the  tax- 
paying  public. 

We,  therefore,  urge  you  not  to  adopt  the  proposed  change  which  would  limit 
eligibility  for  Title  XIX  benefits  to  an  income  standard  no  higher  than  one 
and  one  half  times  that  for  cash  assistance  but  to  leave  the  definition  of  medical 
indigency  to  state  determination  as  is  done  under  Medical  Assistance  for  the 
Aged." 
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title  xix  :  medical  assistance  to  the  needy 

Organizations 

National  Committee  for  the  Day  Care  of  Children,  Mariana  Jessen,  Executive 
Director. 

National  Board,  Young  Women's  Christian  Association  of  the  U.S.A.,  Eliza- 
beth Marti,  President. 

Child  Welfare  League  of  America,  Joseph  H.  Reid,  Executive  Director. 

Citizens'  Committee  for  Children  of  New  York,  Mrs.  Betty  Bernstein,  As- 
sociate Director. 

National  Federation  of  Settlements  and  Neighborhood  Centers,  Gladys  Dup- 
pstadt,  'Secretary  for  Social  Education  and  Action. 

National  Jewish  Welfare  Board,  Sanford  Solender,  Executive  Vice-President. 

Council  of  Jewish  Federations  and  Welfare  Funds,  Philip  Bernstein,  Execu- 
tive Director. 

United  Neighborhood  Houses  of  New  York,  Inc.,  Helen  M.  Harris,  Executive 
Director. 

The  Salvation  Army,  Lt.  Commissioner  John  Grace,  National  Chief  Secretary. 

Nevada  Chapter  of  National  Association  of  Social  Workers,  Mrs.  Sally  May- 
swinkle,  District  Secretary,  Las  Vegas  District. 

United  Community  Service,  Mansfield,  Ohio,  Walter  M.  Koty,  Executive 
Director. 

Council  of  Social  Agencies,  Rochester,  New  York,  Kenneth  M.  Storandt,  Ex- 
ecutive Director. 

St.  Louis,  Missouri  Chapter  of  National  Association  of  Social  Workers,  Hans 
S.  Falck,  Chairman. 

Council  of  Community  Services  of  Plattsburgh  and  Clinton  County,  Inc.,  New 
York,  Mrs.  Kenneth  Channel,  Executive  Director. 

Glens  Falls  Community  Chest,  New  York,  John  H.  Reardon,  Executive  Director. 

Vermont  Conference  on  Social  Welfare,  Henry  P.  Albarelli,  Chairman,  Legis- 
lative Committee. 

Laurin  Hyde  Associates,  Laurin  Hyde,  President. 

Maryland  Conference  on  Social  Welfare,  Marit  Thorson,  Legislative  Repre- 
sentative. 

Oregon  Social  Welfare  Association,  Inc.,  Charlotte  Donaldson,  President,  also 
Joint  Legislative  Council  composed  of  Members  of  OSWA  and  NASW. 

National  Council  of  Jewish  Women,  Mrs.  Norma  Klein,  Professional  Assistant, 
Program  Development  Department. 

Council  of  Planning  Affiliates,  Seattle,  Washington. 

Community  Service  Council  of  Pinellas  County,  Florida,  Raymond  W.  Houston, 
Executive  Director. 

Community  Planning  Council,  Des  Moines,  Iowa,  Marguerite  Cothom,  Associ- 
ate Director  for  Planning. 

School  of  Social  Work,  Atlanta  University,  Georgia,  William  S.  Jackson,  Dean. 

Individuals 

Dr.  Arthur  J.  Altmeyer,  Former  U.S.  Commissioner  for  Social  Security. 

Charles  I.  Schottland,  Former  U.S.  Commissioner  for  Social  Security  Dean, 
The  Florence  Hellner  Graduate  School  for  Advanced  Studies  in  Social  Welfare, 
Brandeis  University,  Waltham,  Mass. 

Ruth  Chaskel,  Director,  National  Council  on  Illegitimacy. 

Eli  E.  Cohen,  Executive  Secretary,  National  Council  on  Employment  of  Youth. 
Edith  L.  Balmford,  Member  Advisory  Committee,  National  Council  on  Illegiti- 
macy. 

Clark  W.  Blackburn,  General  Director,  Family  Service  Association  of  America. 
John  H.  Moore,  Director,  National  Study  Service. 

Betty  H.  Andersen,  Executive  Director,  National  Council  for  Homemaker  Serv- 
ices, Inc. 

Sutherland  D.  Miller,  Executive  for  Personnel  and  Management  Division,  Na- 
tional Board,  Young  Men's  Christian  Assn. 

The  Rev.  Reinhart  B.  Gutmann,  Executive  Secretary,  Division  of  Community 
Services,  Executive  Council,  Episcopal  Church. 

Chester  R.  Brown,  Lt.  Col.  Retired,  Salvation  Army. 
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Mariana  Jessen,  Executive  Director,  National  Committee  for  the  Day  Care  of 
Children. 

Sanford  Solender,  Executive  Vice  President,  National  Jewish  Welfare  Board. 
Helen  M.  Harris,  Executive  Director,  United  Neighborhood  Houses  of  New 
York,  Inc. 

Mrs.  Sally  Mayswinkle,  District  Secretary,  Las  Vegas  District,  Nevada  Chapter 
of  National  Social  Workers. 

C.  M.  Callhan,  Executive  Secretary,  New  York  State  Welfare  Conference,  Inc., 
Albany,  New  York. 

Wayne  Vasey,  Dean,  George  Warren  Brown  School  of  Social  Work,  Washington 
University,  St.  Louis,  Mo. 

Robert  Morris,  Professor  of  Social  Planning,  Florence  Heller  Graduate  School, 
Brandeis  University,  Waltham,  Mass. 

Philip  Booth,  Lecturer  in  Social  Work,  The  University  of  Michigan  School 
of  Social  Work,  Ann  Arbor. 

Fred  M.  Cox,  Assistant  Professor,  University  of  Michigan  School  of  Social 
Work,  Ann  Arbor. 

Edmund  M.  Burke,  Chairman,  Community  Organization  and  Planning,  Boston 
College  School  of  Social  Work. 

Gordon  Hearn,  Dean,  School  of  Social  Work,  Portland  State  College,  Port- 
land, Oregon. 

Dr.  Milton  Lebowitz,  Professor  of  Social  Planning,  Fordham  University,  New 
York,  N.Y. 

Robert  H.  MacRae,  Associate  Executive  Director,  Chicago  Community  Trust. 

M.  W.  Richardson,  Executive  Director,  Amsterdam  Community  Chest,  Inc., 
Amsterdam,  New  York. 

Ernest  R.  Tobin,  Executive  Director,  Shenango  Valley  United  Fund,  Sharon, 
Pa. 

Robert  J.  Van  Wart,  Executive  Director,  The  Community  Council  of  Greater 
Springfield,  Mass. 
John  H.  Moore,  Director,  National  Study  Service. 

Ruth  E.  Sturm,  Executive  Director,  United  Fund  of  Greater  Uniontown,  Pa. 
Jeweldean  Jones,  Associate  Director,  National  Urban  League. 
Harleigh  B.  Trecker,  Dean,  University  of  Conn.  School  of  Social  Work. 
Gerald  S.  Snoker,  Executive  Director,  United  Jewish  Federation  of  Pittsburgh, 
Pa. 

Raleigh  C.  Hobson,  Director,  State  Dept.  of  Public  Welfare,  Maryland. 
Wallace  Hill,  Director  of  Social  Service,  Mary  Fletcher  Hospital,  Burlington, 
Vermont. 

Harry  Schwartz,  Executive  Director,  Community  Council  of  Central  Santa 
Clara  County,  Inc.  San  Jose,  Cal. 

Charles  F.  Keeler,  Executive  Director,  Rowan  County  United  Fund,  Salis- 
bury, North  Carolina. 

Milton  Gan,  Executive  Director,  Regional  Health  and  Welfare  Council,  Kansas 
City,  Missouri. 

Nathan  A.  Brown,  Executive  Director,  United  Community  Fund,  Brunswick, 
Georgia. 

Richard  V.  Barrie,  Director,  Berrien  County  Council  on  Aging,  Inc.,  St.  Joseph, 
Michigan. 

Albert  Waxman,  Executive  Director,  Raritan  Valley  Community  Services 
Council,  New  Brunswick,  N.J. 

Peter  J.  Tutoli,  Executive  Director,  United  Fund  of  the  Central  North  Shore, 
Inc.,  Beverly,  Mass. 

Robert  W.  Groenert,  Assistant  Executive  Director,  United  Fund  of  Clark 
County,  Inc.,  Las  Vegas,  Nevada. 

Jack  P.  Lander,  Community  Planning  Director,  El  Paso  United  Fund,  Texas. 

Owen  R.  Davison,  Executive  Director,  Health  and  Welfare  Council,  Inc., 
Philadelphia,  Pa. 

Joseph  A.  Capon,  Associate  Executive  Director,  The  United  Fund  and  Services 
of  S.E.  Conn.,  Gales  Ferry. 

A.  A.  Moore,  Labor  Liaison  Representative,  Florida  Power  and  Light  Co., 
Miami,  Florida. 

Margaret  E.  Johnson,  Executive  Director,  Community  Council  of  Social  Serv- 
ices, Ogden,  Utah. 

Leona  Bevis,  Associate  Director,  Welfare  Federation  of  Cleveland,  Ohio. 


1588 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


A.  D.  Malm,  Executive  Director,  United  Community  Services  of  Appleton,  Inc., 
Wisconsin. 

John  F.  Hickey,  Executive  Director,  Community  Welfare  Council  of  Buffalo 
and  Erie  County,  New  York. 

Henry  H.  Welch,  Ph.  D.,  Executive  Director,  Metropolitan  Council  for  Com- 
munity Service,  Denver,  Colorado. 

Walter  J.  Pacek,  Executive  Director,  United  Community  Services,  Portland, 
Maine. 

Norman  R.  Johnson,  Associate  Executive  Director,  United  Community  Serv- 
ices, Portland,  Maine. 

Agency  Executives  of  New  London  County,  Connecticut : 

Albert  F.  Means,  Y.M.C.A.,  New  London. 

Robert  Ertl,  Marjorie  Robins,  Juvenile  Court,  New  London. 

Lillian  J.  Miller,  Family  Service,  New  London. 

Marion  V.  Crawford,  C.  E.  Kelly,  New  London. 

Walter  Iwanicki,  Child  Guidance  Clinic  of  S.E.  Conn.,  New  London. 

Herbert  Schacht,  Community  Health  Council  of  New  London  County. 

Catherine  Clark,  Gales  Ferry. 

Rena  Peichert,  Mystic. 

F.  Thomas  Ulrich,  Ledyard. 

Robert  M.  Brill,  Bloomfield. 

Richard  Brooks,  Thomes  Valley  Council  of  Community  Action,  Inc. 
Madeline  P.  Whalen,  Department  of  Public  Welfare,  Norwich. 
Rev.  Robert  E.  McNulty,  Catholic  Charities,  Inc.,  Norwich. 
William  D.  Rafferty,  Catholic  Charities,  Inc.,  Norwich. 

Leslie  J.  Carroll,  Margaret  A.  Carroll,  John  Janglen,  Jr.,  Laura  Nagle,  Cas- 
sandra Cearleglio,  Mark  F.  Driscoll,  Mila  E.  Rindge  of  Norwich. 
H.  T.  Lowry,  Navy  Relief  Society,  Groton. 
Margaret  Middleton,  Kathryn  L.  D'Aniece  of  Groton. 
Evelyn  Metcalf ,  Connecticut  Trails  Council  of  Girl  Scouts. 

W.  Stanley  Bechtel,  Executive  Director,  Red  Feather  Ass'n.  of  Western  Stark 
Co.,  Massillon,  Ohio. 

Mrs.  Elizabeth  L.  Jacobs,  Chairman,  Metropolitan  Welfare  Commission,  Nash- 
ville and  Davidson  County,  Tenn. 

Miss  Wickenden.  Since  my  time  is  so  short  and  you  have  the  state- 
ments I  will  not  go  into  them  in  detail  except  to  say  what  they  cover. 

The  first  one  is  on  social  security  benefit  increases,  undoubtedly 
the  most  important  measure  before  this  Congress  with  respect  to  the 
elimination  of  poverty  since  it  affects  more  people  with  a  very  sub- 
stantial number  falling  within  the  group  that  w^ould  be  poor  if  they 
did  not  have  this  source  of  income,  and  I  would  like  to  come  back 
to  that. 

The  second  statement  relates  to  the  extension  of  medicare.  Cer- 
tainly many  of  these  organizations  are  now  in  a  position  where  they 
are  observing  the  impact  of  the  medicare  program  in  their  own 
communities.  Many  of  these  local  planning  councils  deal  with  health 
facilities  as  well  as  with  welfare  programs,  and  I  think  that  the  en- 
dorsements on  the  proposals  of  the  bill  with  respect  to  medicare 
reflect  a  very  real  local  experience,  particularly  the  difficulties  that 
have  surrounded  the  outpatient  provisions,  the  deductible,  and  the 
desirability  of  some  form  of  State  and  local  planning  to  assure 
adequate  facilities. 

The  third  statement  relates  to  title  XIX,  medical  assistance  to  the 
needy.  Here  I  would  say  the  general  consensus  within  this  group  is 
to  the  effect  that  we  really  have  not  given  the  States  sufficient  time 
under  the  provisions  of  the  present  bill  to  see  how  this  will  work  out 
and,  therefore,  the  hope  is  expressed  that  there  will  not  be  basic 
changes  in  that  law. 


Note. — Titles  of  individuals  for  identification  purposes  only. 
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The  fourth  and  fifth  of  these  statements  relate  to  child  welfare 
and  public  assistance  and  I  will  speak  to  them  together,  and  the  second 
on  which  other  people  will  speak  to  you  in  more  detail  relates  to  the 
fact  that  we  are  not  able  now  to  get  our  full  return  on  the  investments 
that  we  are  making  in  programs  of  a  wide  variety  of  types  from  the 
poverty  program  to  medicare  because  there  is  such  a  terrible  shortage 
of  the  personnel  that  facilitates  the  relationship  of  individuals  to 
these  general  programs,  namely,  the  profession  of  social  work,  so  we 
welcome  the  inclusion  in  this  proposed  bill  of  some  aid  for  schools 
of  social  work. 

Now,  I  would  like,  since  I  can't  really  go  into  detail  on  these  six 
statements — I  think  I  had  15  minutes,  so  maybe  I  have  10  left — to 
discuss  what  seems  to  us  the  general  situation  in  which  this  committee 
is  proceeding  at  this  time  in  examining  the  total  welfare  picture  in 
this  country. 

Sometimes  people  say  to  me,  "We  don't  have  any  welfare  planning 
organization  in  this  country"  and  I  say,  "Oh,  yes,  we  do  have.  We 
have  the  Ways  and  Means  Committee." 

This  is  really  our  central  policymaking  group,  because  it  has  the 
initial  jurisdiction. 

Therefore,  it  really  has  more  initial  power  to  innovate  even  than  the 
Senate,  and  when  you  look  at  our  total  situation  in  this  field  right  now 
I  think  it  is  extremely  puzzling  and  needs  to  be  put  in  a  variety  of 
different  contexts.  In  the  first  place,  it  seems  to  me  that  in  these 
provisions  that  are  currently  before  the  committee,  you  have  first  of 
all  two  basic  differences  of  method,  the  social  insurance  method  under 
Avhich  you  attempt  to  prevent  need  before  it  occurs  by  giving  people 
a  deferred  return  on  their  labor,  and  the  method  by  which  that  is  fixed 
for  the  individual  and  financed  for  the  country  is  through  a  payroll 
tax. 

It  seems  to  me  of  far  less  importance  whether  the  individual  in  the 
group  gets  back  exactly  what  he  pays  in.  Obviously  he  doesn't.  If 
you  buy  life  insurance  you  gamble  with  the  company  and  you  win  if 
you  never  get  a  cent  out  of  it  because  you  have  survived. 

If  you  insure  your  house  you  are  insuring  against  a  risk,  but  the 
person  who  really  benefits  is  the  person  whose  house  does  not  burn 
down. 

In  social  insurance,  on  the  other  hand,  we  are  dealing  with  risks 
of  such  widespread  applicability  that  in  the  long  run  everybody  bene- 
fits, a  whole  generation  benefits,  but  they  do  not  benefit  in  precisely 
the  way  in  which  they  necessarily  pay  in. 

I  think  this  has  been  our  most  fantastic  achievement  of  the  last  35 
years,  that  this  vast  institution  has  grown,  has  been  accepted,  has  done 
such  a  remarkable  job  of  preventing  poverty,  but  as  time  goes  on 
people  begin  to  challenge  it  in  odd  ways  and  I  find  the  challenge  is 
coming  to  me  from  two  entirely  different  directions. 

There  is  one  group  of  economists  and  others  who  say  this  isn't  a 
true  insurance  plan  because  the  individual  beneficiary  doesn't  take  out 
exactly  what  he  put  in.  They  have  some  mental  image  of  a  little 
bundle  of  gold  down  in  Fort  Knox  with  that  individual's  name  on  it. 
That  would  not  be  insurance  at  all. 
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But  taking  it  as  a  group,  as  a  generation,  this  has  proved  a  highly 
successful  method  of  meeting  the  common  risks  of  old-age  retirement 
premature  death,  and  disability. 

On  the  other  hand,  at  the  very  opposite  extreme  you  have  a  group 
of  people,  and  sometimes  even  the  same  people,  who  will  say,  "This 
isn't  a  real  welfare  program  because  it  doesn't  go  to  the  people  who 
need  it." 

Well,  it  was  never  intended  to  be  a  welfare  program  in  my  reading 
of  history  and  it  is  a  great  mistake  to  talk  about  it  as  if  it  were  a  wel- 
fare program.  It  is  a  means  of  preventing  the  need  for  welfare,  and 
if  it  ever  loses  that  characteristic  it  will  have  lost  its  chief  value  to 
people  who  don't  ever  want  to  be  poor,  who  don't  want  to  have  to  go 
to  what  is  commonly  known  as  the  welfare. 

You  ask  any  man  on  the  street  and  he  knows  the  difference  between 
the  welfare  and  the  security.  So  we  are  confronted  with  a  time 
when  we  really  are  going  to  have  to  make  major  readjustments  in  our 
sharing  of  our  product  with  those  who  are  currently  working  and 
those  who  have  done  their  job  and  are  not  being  very  adequately  pro- 
vided for. 

What  can  be  done  within  the  present  fiscal  situation  it  seems  to 
me  is,  as  this  bill  suggests,  limited  to  the  self -financing  plan  covered 
at  the  present  time  by  the  payroll  tax,  but  certainly  the  time  ought  to 
be  coming  when  this  would  be  supplemented,  as  it  is  in  other  countries, 
by  a  contribution  from  general  revenue  that  would  help  to  meet  the 
social  costs. 

For  example,  people  say,  "Well,  somebody  retired  today  and  he 
gets  a  benefit  that  is  way  beyond  what  he  paid  in." 

Well,  this  is  true  of  all  insurance  systems,  but  we  have  carried  that 
cost  from  the  payroll  tax,  the  costs  of  initiating  the  program,  where 
other  countries  have  carried  it  from  general  revenue. 

One  of  the  things  that  puzzles  me  as  something  of  an  amateur  in 
this  field  is  why  we  are  so  poor.  I  read  the  other  day  that  our  gross 
national  product  went  up  by  $14  billion  in  the  fourth  quarter  of  1966, 
$14  billion. 

Our  average  family  income  now  is  $7,000  a  year.  Economists  like 
Bill  Haber  tell  us  that  in  another  10  years  it  may  be  $14,000.  So  why 
are  we  so  hard  put  to  it  to  do  a  better  job  for  our  people  who  helped 
create  this  productivity ;  namely,  those  who  have  retired. 

I  would  hope  that  in  thinking  about  the  problem  before  it,  and  I 
am  going  to  come  to  the  other  half  of  the  coin  in  just  1  minute,  that 
the  Ways  and  Means  Committee  would  find  it  possible  to  think  in  two 
terms.  Certainly  it  is  obvious  that  this  committee  is  hard  pressed 
this  year  with  nobody  wanting  to  increase  general  taxes,  though 
personally  I  hope  you  would,  and  a  general  feeling  of  stringency 
because  of  the  pressures  of  the  war. 

On  the  other  hand,  the  President  in  his  economic  message  urged 
the  executive  branch  to  begin  thinking  ahead  to  what  might  be  done 
when  that  pressure  is  lifted,  and  I  would  hope  that  this  committee 
might  take  the  initiative  in  starting  some  studies  looking  toAvard  the 
future. 

Now,  when  you  come  to  the  other  side  of  the  coin,  which  is  not  the 
preventive  side,  the  self-financing  side  of  social  insurance,  but  rather 
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what  we  do  for  those  people  who  have  truly  fallen  on  hard  times, 
namely,  our  welfare  beneficiaries,  both  in  assistance  and  in  child  wel- 
fare and  other  services,  we  are  likewise  doing  a  very  niggardly  job 
in  terms  of  percentage  of  our  gross  national  product,  and  again  what 
is  before  this  committee  may  well  be  the  best  that  can  be  managed 
within  this  present  tight  fiscal  pressure,  the  moods  of  the  Congress, 
the  mood  of  the  country,  but  again  it  seems  to  me  that  this  committee 
should  be  looking  to  the  future. 

Now,  two  of  the  statements  that  I  have  submitted  to  you  with  this 
large  group  of  supporters,  those  on  public  assistance  and  child  welfare, 
refer  to  the  report  of  a  statutory  advisory  council  on  public  welfare 
which  was  set  up  as  a  result  of  action  by  the  Congress  in  the  1962 
amendments,  and  I  think  I  am  the  first  member  of  that  council  to 
appear  before  you  and  I  therefore  wanted  to  take  a  few  minutes  of 
my  time  to  state  to  you  what  the  central  recommendation  of  that 
advisory  council  report  proposed  so  that  you  can  consider  this  not 
only  in  the  light  of  what  is  bef  ore  you  now,  but  what  you  will  be  think- 
ing of  within  the  next  2,  3,  4,  5  years. 

I  would  like,  if  I  might,  Mr.  Mills,  to  submit  for  the  record  the 
summary  of  the  advisory  council  report  for  the  record. 

The  Chairman.  Without  objection  that  will  be  included  in  the 
record. 

(The  information  referred  to  follows:) 

"Having  the  Power,  We  Have  the  Duty" — The  Advisory  Council  on 
Public  Welfare,  Report  to  the  Secretary  of  Health,  Education,  and 
Welfare,  U.S.  Department  of  Health,  Education,  and  Welfare,  Welfare 
Administration,  Washington,  D.C.,  June  29,  1966 

Summary  of  recommendation  to  the  Secretary  of  Health,  Education,  and  Welfare 

ADVISORY  COUNCIL  ON  PUBLIC  WELFARE,  1964-1966 

Fedele  F.  Fauri,  Chairman,  Dean,  School  of  Social  Work,  University  of  Michi- 
gan, Ann  Arbor,  Mich. 

Mrs.  DeLeslie  Allen,  V ice-Chairman,  Department  of  Social  Welfare,  National 
Council  of  Churches,  308  San  Gabriel  Drive,  Rochester,  N.Y. 

Walter  E.  Brown,  M.D.,  Glass-Nelson  Clinic,  2020  South  Xanthus  Street, 
Tulsa,  Okla. 

James  W.  Fogarty,  Executive  Director,  Community  Council  of  Greater  New 
York,  225  Park  Avenue  South,  New  York,  N.Y. 

Mrs.  Cernoria  D.  Johnson,  Director,  Washington  Bureau,  National  Urban 
League,  Inc.,  777  14th  Street  NW.,  Washington,  D.C. 

Guy  R.  Justis,  Director,  American  Public  Welfare  Association,  1313  East  60th 
Street,  Chicago,  111. 

Leonard  Lesser,  Assistant  to  the  President,  Industrial  Union  Department, 
AFL-CIO,  815  16th  Street  NW.,  Washington,  D.C. 

C.  Virgil  Martin,  President,  Carson  Pirie  Scott  &  Co.,  1  South  State  Street, 
Chicago,  111. 

Frank  W.  Newgent,  Director,  Division  for  Children  and  Youth,  State  Depart- 
ment of  Public  Welfare,  1  West  Wilson  Street,  Madison,  Wis. 

Eugene  Nickerson,  County  Executive  for  Nassau  County,  County  Executive 
Building,  Mineola,  Long  Island,  N.Y. 

Sanford  Sblender,  Executive  Vice-President,  National  Jewish  Welfare  Board, 
145  East  32d  Street,  New  York,  N.Y. 

Elizabeth  Wickenden,  Social  Welfare  Consultant,  544  East  86th  Street,  New 
York,  N.Y. 
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FOREWORD 

The  Advisory  Council  on  Public  Welfare  was  appointed  in  July  1964  by  the 
Secretary  of  Health,  Education,  and  Welfare,  acting  under  a  Congressional 
directive  included  in  the  Public  Welfare  Amendments  of  1962,  This  directive 
called  upon  the  Council : 

to  review  the  administration  of  the  public  assistance  and  child  welfare  services 
programs  for  which  the  Social  Security  Act  authorizes  Federal  funds;  and  to 
make  recommendations  for  improvements  in  these  programs,  taking  account  of 
their  administration  relationships  with  the  Old  Age,  Survivors,  and  Disability  In- 
surance program,  the  fiscal  capacities  of  the  States  and  the  Federal  Govern- 
ment, and  other  matters  relating  to  Federal-State  shares  in  these  assistance  and 
welfare  services  programs.1 

The  Committee  on  Ways  and  Means  of  the  House  of  Representatives  pointed 
out  that  "independence  review"  by  such  a  group  would  be  particular  useful  not 
only  because  the  Nation's  public  welfare  programs  are  "large  and  complex,"  but 
also  because  they  "must  respond  to  problems  which  shift  with  the  changing  na- 
ture of  our  social  and  economic  conditions." 2 

Social  progress  through  legislation 

By  enacting  the  1962  Amendments,  Congress  made  it  possible  for  the  federally 
aided  welfare  programs  to  respond  more  effectively  to  some  of  the  social  and  eco- 
nomic changes  with  which  public  welfare  must  deal.  By  allowing  for  an  interval 
before  the  appointment  of  the  Advisory  Council,  Congress  wisely  left  time  for 
the  States  to  act  on  the  provisions  in  this  new  legislation.  As  indicated  in  this 
Report,  progress  has  been  substantial,  but  not  without  problems.  This  was  to 
be  expected. 

What  could  not  be  clearly  foreseen,  even  as  recently  as  1962,  was  the  con- 
tinuing upswing  in  national  concern  and  in  Federal  action  on  social  and  eco- 
nomic problems  of  individuals  and  families  since  the  Council  came  into  being. 
The  forward  movement  led  to  the  Social  Security  Amendments  of  1965,  coin- 
cidentally  marking  the  30th  anniversary  of  the  original  Social  Security  Act. 
This  has  been  a  history  making  period  in  American  social  legislation. 

These  developments  have  added  greatly  to  the  scope  and  the  challenge  of 
the  Advisory  Council's  assignment.  Through  an  unprecedented  combination  of 
old  and  new  measures,  public  welfare  is  not  only  strengthening  its  traditional 
services,  but  assuming  new  responsibilities  including  civil  rights  and  broad- 
ened -  war-on-poverty  activities.  While  taking  account  of  these  inter-relation- 
ships, the  Advisory  Council  has  been  careful  to  keep  a  sharp  focus  on  the  area 
of  concern  assigned  to  it  by  Congress — the  present  operation  and  continuing 
improvement  of  public  ivelfare  in  the  United  States. 

Sources  of  information 

To  bring  together  a  comprehensive  body  of  current  information  and  experi- 
ence, the  Advisory  Council  has  tapped  three  major  sources  : 

First,  the  Advisory  Council  members  have  drawn  upon  their  own  back- 
grounds to  contribute  factual  content  as  well  as  points  of  view. 

Second,  the  resources  within  the  Federal  Government  have  been  fully  utilized. 
As  the  agency  most  directly  involved,  the  Welfare  Administration  has  been  a 
generous  and  unfailing  source  for  needed  information.  The  Advisory  Council 
has  also  had  the  benefit  of  information  supplied  by  the  Social  Security  Admin- 
istration and  other  agencies  with  related  programs. 

Third,  a  series  of  six  regional  open  hearings  of  the  Advisory  Council  proved 
to  be  an  invaluable  source  of  first-hand  information  and  experience.3  The 
Council's  purpose  in  seeking  this  coast-to-coast  sampling  of  opinion  about  public 
welfare  was  to  build  the  broadest  possible  base  for  its  own  review  and  con- 
clusions. The  regional  hearings  amply  fulfilled  this  purpose.  This  composite 
view  of  public  welfare  in  action — always  candid  and  in  sum  total  constructive — 
has  made  an  outstanding  contribution  to  the  Advisory  Council's  work. 

Reaching  a  consensus 

The  core  of  the  Advisory  Council's  review  and  recommendations  was  the 
product  of  its  own  work  sessions.    With  what  may  well  be  a  minimum  of 


1  Title  XI,  sec.  1114  of  the  Social  Security  Act  as  amended  in  1962. 

2  Public  Welfare  Amendments  of  1962:  House  of  Representatives  Report  No.  1414  (to 
accompany  H.R.  10606)  .    For  citation,  see  page  25. 

3  See  appendix  :  Regional  Hearings  of  the  Advisory  Council  on  Public  Welfare. 
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absences  for  such  groups,  this  scheduled  series  of  2-day  meetings  at  3-month 
intervals  brought  the  Council's  full  membership  together  in  Washington.  Special 
assignments  were  also  undertaken  by  small  commmittees  and  by  individual 
Council  members. 

Both  the  diversity  in  background  among  Council  members  and  their  common 
interest  in  public  welfare  have  been  reflected  throughout  their  deliberations. 
Many  questions  were  raised — and  on  occasion  long  debated. 

Past,  present,  and  future 

As  part  of  its  task,  the  Advisory  Council  has  reviewed  the  reports  of  its 
immediate  predecessors 4  and  it  has  been  impressed  by  the  extent  to  which  their 
views  are  embodied  in  recent  steps  to  strengthen  the  public  welfare  program. 

Since  it  serves  as  a  connecting  link  between  these  earlier  groups  and  similar 
groups  to  come,  the  present  Advisory  Council  feels  a  strong  sense  of  continuity 
with  both  past  and  future.  At  the  same  time,  however,  it  recognizes  that  it 
enjoys  two  unique  distinctions  : 

First,  it  is  the  first  Federal  advisory  body  in  this  field  to  be  appointed  since 
the  establishment  of  the  Welfare  Administration — and  therefore  the  first  to 
have  an  opportunity  of  considering  the  total  public  welfare  program  as  a  com- 
prehensive entity  within  which  public  assistance,  including  medical  assistance; 
family  welfare  services;  juvenile  delinquency;  and  child  health  and  welfare 
services  are  all  essential  components. 

Second,  it  has  been  privileged  to  have  the  personal  interest  of  two  Secretaries 
of  Health,  Education,  and  Welfare — the  Honorable  Anthony  J.  Celebrezze,  who 
appointed  the  Advisory  Council  on  Public  Welfare,  and  the  Honorable  John  W. 
Gardner,  who  succeeded  Judge  Celebrezze  in  the  summer  of  1965,  and  to  whom 
the  Council  now  submits  its  Report. 
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Public  Welfare  :  A  Comprehensive  Program  of  Basic  Social  Guarantees — A 
Statement  of  the  Council's  Central  Recommendations 

the  present  situation 

Public  welfare  is  the  only  governmental  program  operating  in  the  United 
States  today  which  has  as  its  assigned  task  the  provision  of  an  ultimate  guaran- 
tee against  poverty  and  social  deprivation.    Its  role  in  society  is  to  assure  to 


i  Advisory  Council  on  Public  Assistance,  1960  ;  Advisory  Council  on  Child  Welfare,  1960  ; 
Ad  Hoc  Committee  on  Public  Welfare,  1961. 
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individuals,  families,  and  communities  the  recognized  basic  essentials  of  living 
within  a  framework  of  related  governmental  and  voluntary  measures. 

Its  ability  to  carry  out  this  function  is  necessarily  governed  by  its  legisla- 
tive mandate  and  the  financial  resources  it  is  given  by  the  public.  At  the  present 
time  public  welfare  is  desperately  handicapped  in  both  respects.  But  it  is  never- 
theless to  public  welfare  that  people  must  look  for  aid  when  income  from  other 
sources  falls  short  or  the  traditional  protections  of  family  and  other  forms  of  vol- 
untary association  do  not  adequately  meet  their  social  needs.  All  societies  in 
order  to  survive  must  make  provision  for  these  needs  within  the  limits  of  their 
resources  and  social  pattern.  The  United  States  is,  however,  distinguished  from 
other  countries  in  the  degree  to  which  unprecedented  resources  combine  with 
the  unprecedented  interdependence  to  make  such  basic  protections  both  possible 
and  essential. 

The  very  concept  of  a  graduate  requires  that  it  be  available  to  all  it  is  in- 
tended to  protect,  be  adequate  to  their  needs,  consistent  with  the  standards  of 
the  society  in  which  they  live,  and  available  on  a  dignified  basis  as  a  matter  of 
legal  right. 

Today,  despite  legislative  improvements  and  courageous  administrative  lead- 
ership, our  public  welfare  provisions  fall  short  on  all  these  counts.  They  are 
expected  to  make  up  to  individuals  for  all  deficiencies  of  economic  and  social 
functioning  in  our  society  but  are  given  limited  resources  in  law  and  financing 
with  which  to  do  so.  Approximately  8  million  persons  are  today  dependent  on 
a  precariously  low  level  of  assistance.  But  an  additional  26  million  are  living 
below  the  income  level  which  the  Government  defines  as  constituting  poverty 
within  American  standards.  Social  services  for  the  protection  of  children,  aid 
to  families,  and  facilitating  help  for  the  aged,  the  disabled,  the  isolated,  the  up- 
rooted or  other  individuals  overburdened  by  problems  beyond  their  powers  of 
personal  solution  are  so  spotty  as  to  constitute  a  token  of  help  for  some  rather 
than  a  true  guarantee  for  all.  Public  welfare  is  not  the  only  or  always  the  best 
answer  to  all  these  problems  but  in  the  realities  of  today's  situation  it  is  caught 
between  overwhelming  needs  and  inadequate  resources  with  which  to  meet  them. 

Congress  recognized  the  inadequacy  of  our  present  public  welfare  provisions 
when  it  authorized  in  1962  the  creation  of  an  Advisory  Council  on  Public  Wel- 
fare to  review  the  present  Federal  provisions  for  public  assistance  and  child  wel- 
fare services  and  to  submit  recommendations  for  their  improvement. 

The  Advisory  Council  on  Public  Welfare  has  diligently  pursued  this  assign- 
ment since  its  appointment  in  1964.  It  has  met  a  total  of  18  days  in  Washing- 
ton. It  has  studied  all  available  documents,  reports,  and  statistics.  It  has  con- 
ferred with  responsible  officials  from  all  the  operating  bureaus  charged  with  the 
administration  of  these  programs  at  the  Federal  level.  It  has  conducted  six 
open  hearings  in  various  sections  of  the  country  at  which  the  opinion  and  recom- 
mendations of  almost  350  interested  persons  were  solicited,  heard,  recorded,  and 
analyzed.  Witnesses  including  spokesmen  for  State  governments,  members  of 
the  legislatures,  State  and  local  public  welfare  administrators,  experts  from 
voluntary  social  welfare  agencies  and  universities,  representatives  of  business 
and  labor  organizations,  and  persons  representing  the  public  welfare  beneficiary 
groups. 

On  all  counts  and  from  all  sources  the  weight  of  the  evidence  is  incontestable  : 
a  major  updating  of  our  public  welfare  system  is  essential  if  it  is  to  fulfill  its 
assigned  task  of  assuring  a  basic  floor  of  economic  and  social  security  for  all 
Americans.    The  remedies  must  match  these  indictments  : 

Public  assistance  payments  are  so  low  and  so  uneven  that  the  Government  is, 
by  its  own  standards  and  definitions,  a  major  source  of  the  poverty  on  which  it 
has  declared  unconditional  war. 

Large  numbers  of  those  in  desperate  need,  including  many  children,  are 
excluded  even  from  this  level  of  aid  by  arbitrary  eligibility  requirements  unre- 
lated to  need  such  as  those  based  on  age,  family  situation,  degree  of  disability, 
alleged  employability,  low  earnings,  unrealistic  requirements  for  family  contri- 
bution, durational  residence  requirements,  and  absence  of  provisions  for  emer- 
gency assistance. 

The  methods  for  determining  and  redetermining  eligibility  for  assistance  and 
the  amount  to  which  the  applicant  is  entitled  are,  in  most  States,  confusing, 
onerous,  and  demeaning  for  the  applicant ;  complex  and  time  consuming  for  the 
worker ;  and  incompatible  with  the  concept  of  assistance  as  a  legal  right. 
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The  lack  of  adequate  social  services  for  families,  children,  young  people,  and 
individuals  isolated  by  age  or  disability  is  itself  a  major  factor  in  the  perpetua- 
tion of  such  social  evils  as  crime  and  juvenile  delinquency,  mental  illness, 
illegitimacy,  multigenerational  dependency,  slum  environments,  and  the  widely 
deplored  climate  of  unrest,  alienation,  and  discouragement  among  many  groups 
in  the  population. 

Neither  the  war  on  poverty  nor  achievement  of  the  long  range  goals  implicit 
in  a  Great  Society  concept  can  succeed  so  long  as  the  basic  guarantees  of  a 
practical  minimum  level  of  income  and  social  protection  are  not  assured  for  all. 

THE  COUNCIL'S  RECOMMENDATIONS 

Only  comprehensive  nationwide  protections  can  meet  this  challenge.  The 
Council,  therefore,  recommends  the  addition  of  a  title  to  the  Social  Security 
Act  to  provide,  in  cooperation  with  the  States,  a  new  nationwide  program  of 
basic  social  guarantees  on  the  following  basis : 

1.  General  proposal. — The  new  program  would  require  that  adequate  financial 
aid  and  social  services  be  available  to  all  who  need  them  as  a  matter  of  right.  To 
make  this  possible  a  new  pattern  of  Federal-State  cooperation  is  proposed.  The 
Federal  Government  would  set  nationwide  standards,  adjusted  by  objective  cri- 
teria to  varying  costs  and  conditions  among  the  States,  and  assume  the  total  cost 
of  their  implementation  above  a  stipulated  State  share.  The  States  would  thus 
be  freed  to  concentrate  their  efforts  on  meeting  human  needs,  relieved  of  the 
present  multiple  Federal  program  requirements  and  the  constant  pressure  to 
find  new  sources  of  State  financing.  The  required  components  for  participation 
in  this  new  program  are  described  below. 

2.  Assistance  standards. — A  floor  of  required  individual  or  family  income 
would  be  established  for  each  State  in  terms  of  the  cost  of  a  modest  but  adequate 
family  budget  for  families  of  various  sizes  and  circumstances  as  established 
by  objective  methods  of  budget  costing.  This  would  constitute  the  minimum 
level  of  assistance  which  must  prevail  in  that  State. 

3.  Eligibility  for  aid. — All  persons  with  available  income  falling  below  this 
established  budget  level  would  be  entitled  to  receive  aid  to  the  extent  of  that 
deficiency.  Need  would  be  the  sole  measure  of  entitlement  and  irrelevant  exclu- 
sions such  as  those  based  on  age,  family,  composition  or  situation,  degree  of 
disability,  presumption  of  income  not  actually  available  to  the  applicant,  low 
earning  capacity,  filial  responsibility,  or  alleged  employability  would  not  con- 
form with  requirements  of  this  program.  Provision  for  immediate  emergency 
aid  when  needed  would  also  be  required. 

4.  Eligibility  determination. — Applicants  for  aid  would  establish  their  initial 
eligibility  by  personal  statements  or  simple  inquiry  relating  to  their  financial 
situation  and  family  composition,  subject  only  to  subsequent  sample  review 
conducted  in  such  manner  as  to  protect  their  dignity,  privacy,  and  constitutional 
rights. 

5.  Child  and  youth  welfare  services. — The  Federal  Government  would  also  spe- 
cify the  required  components  for  child  and  youth  welfare  services  to  be  included 
within  the  comprehensive  new  program.  These  would  include  protective  and 
social  services  for  children  in  a  vulnerable  situation,  foster  care  placement  in 
homes  and  institutions  at  reasonable  rates  of  reimbursement,  adoptive  placement 
services,  services  to  unmarried  mothers,  homemaker  services,  day  care,  other 
types  of  group  service,  provisions  for  specialized  institutional  care,  probation  and 
school  social  service  (where  not  otherwise  available),  special  programs  for  young 
people,  and  services  related  to  the  licensing  of  nongovernmental  programs.  Spe- 
cial provisions  would  be  required  for  young  people  coming  to  the  attention  of 
authorities  for  unlawful  or  antisocial  acts  or  believed  to  be  vulnerable  to  such 
activity. 

It  is  the  goal  of  the  Council  that  adequate  child  welfare  services  should  be 
available  to  all  children  in  need  of  them  as  a  matter  of  enforceable  legal  right. 
Recognizing,  however,  the  practical  difficulty  of  assuring  the  universal  availabil- 
ity of  a  full  range  of  services  immediately,  it  is  recommended  that  the  Federal 
Government  distinguish  between  services  which  must  be  available  to  all  eligible 
children  and  those  which  may  be  included  in  the  comprehensive  program  on  a 
progressively  expanding  basis  within  the  same  financing  pattern. 

6.  Other  social  services. — The  comprehensive  State  plan  would  also  include 
other  specified  social  services  for  families,  older  persons,  individuals  with  spe- 
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cial  problems  relating  to  health  or  other  handicaps,  and  for  a  better  ordering  of 
community  social  resources.  Again  a  distinction  would  be  made  between  those 
to  which  individuals  would  be  entitled  by  legal  right  on  the  basis  of  universal 
availability  and  those  approved  for  inclusion  within  the  State  plan  on  a  basis  of 
progressive  coverage.  Examples  of  such  social  services  would  include  the  fol- 
lowing :  neighborhood  advice  and  referral  centers ;  services  to  assist  the  aged 
and  homebound  in  meeting  their  medical,  housing,  recreational,  social  and  activ- 
ity needs ;  supportive  services  for  mothers  with  special  problems ;  social  services 
related  to  health  needs  including  family  planning ;  services  to  advance  employ- 
ability — including  aid  in  moving  to  new  locations  promising  employment  oppor- 
tunity ;  and  community  planning  services. 

7.  Legal  rights. — Entitlement  to  all  benefits  and  services  within  this  program 
would  be  protected  by  the  following  legally  enforceable  rights :  ( 1 )  the  right  to 
apply  and  receive  prompt,  objective,  and  impartial  determination  of  eligibility 
for  and  provision  of  benefit  or  service,  (2)  the  right  to  be  given  a  fair  hearing 
against  unacceptable  judgments,  by  an  impartial  appeals  agent,  (3)  the  right  to 
representation  in  appeals,  by  an  attorney  whose  services  and  costs  would  be 
compensated  by  the  agency  if  not  otherwise  provided  for,  (4)  the  right  to  court 
review,  and  (5)  the  obligation  on  the  agency  to  publicize  the  conditions  of  en- 
titlement to  all  benefits  and  services.  The  right  to  services  would  be  conditioned 
on  the  need  for  service  rather  than  income  level. 

8.  Personnel. — Because  the  fulfillment  of  all  these  objectives  depends  upon  a 
dramatic  increase  in  the  present  limited  national  pool  of  professional  social  work- 
ers, social  work  aides,  and  related  auxiliary  personnel,  special  legislation  for 
Federal  financial  aid  to  encourage  and  expand  the  training  of  such  workers  is 
essential  to  this  plan. 

9.  States'  share. — The  State's  share  in  the  financing  of  this  comprehensive  pro- 
gram would  be  established  each  year  on  a  total  dollar  basis  determined  by  objec- 
tive criteria  related  to  its  fiscal  capacity  and  effort. 

10.  Federal  share. — For  States  operating  under  this  program  of  basic  social 
guarantees  the  Federal  Government  would  assume  the  full  financial  responsi- 
bility for  the  difference  in  cost  between  the  State's  share  and  the  total  cost  of 
the  new  program.  This  constitutes  in  effect  a  revolutionary  reversal  of  roles  of 
the  Federal  and  State  governments  in  the  financing  pattern.  Under  the  present 
system  it  is  assumed  that  the  primary  responsibility  for  determining  the  scope, 
level  of  benefits,  and  financing  of  the  various  components  of  a  public  welfare 
program  rests  with  the  States.  Under  the  new  proposal  national  standards  of 
performance  would  be  recognized  as  calling  for  an  equivalent  national  assump- 
tion of  financial  responsibility  by  the  Federal  Government.  Within  this  pattern, 
since  no  differentials  would  be  applied  among  types  of  expenditures,  Federal 
auditing  would  be  limited  to  actual  expenditures  and  program  performance  in 
terms  of  required  Federal  standards.  States  would,  of  course,  be  required  either 
to  finance  their  share  by  State  funds  or  to  make  comparable  financial  arrange- 
ments with  their  political  subdivisions  to  assure  equitable  and  universal  stand- 
ards throughout  the  State. 

11.  Interim  option. — States  not  yet  prepared  to  participate  in  the  new  nation- 
wide program  could  continue  on  a  transitional  but  limited  interim  basis  to 
operate  under  the  existing  titles.  States'  rights  and  State  options  would  thus 
be  protected  during  the  period  of  accommodation  but  the  fiscal,  policy,  and 
administrative  advantages  to  the  States  of  a  plan  which  fixes  and  limits  their 
total  financial  obligation  in  relationship  to  their  fiscal  capacity  would  be  a  pow- 
erful incentive  to  cooperate  in  this  new  plan  of  partnership.  The  simplification 
of  accounting,  reporting,  and  audit  procedure  alone  would  eliminate  many  of  the 
complexities  and  confusions  that  presently  plague  Federal-State  relationships. 

ANSWERS  TO  SOME  BASIC  QUESTIONS 

Can  ico  afford  this  proposal? 

America  is  not  only  a  country  of  actual,  advancing,  and  virtually  unlimited 
potential  material  prosperity,  it  is  also  a  country  committed  to  high  social 
aspirations.  The  elimination  of  poverty  and  the  achievement  for  all  its  people 
of  social  justice,  basic  security,  and  opportunities  for  self-realization  are  the 
announced  goals  of  the  Great  Society.  We  have  the  resources  in  productivity 
and  institutional  adaptability  to  realize  these  aspirations  for  our  own  people 
without  sacrificing  our  obligations  to  the  peace  and  development  of  the  rest  of 
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the  world.  It  is  not  only  our  present  national  income  and  growth  rate  that 
justify  this  assumption;  it  is  also  our  faith  in  America's  capacity  to  make 
continuing  advances  in  the  most  effective  development  and  use  of  its  vast 
resources. 

Public  welfare,  as  the  ultimate  source  of  protection  against  poverty  and  social 
deprivation,  has  its  unique  role  to  play  in  this  great  national  undertaking. 
But  it  is  one  of  many  measures  through  which  we  are  seeking  to  reduce  the 
extent  of  such  economic  and  social  hardships.  At  present  it  is  expected  to  do 
too  much  in  some  situations  and  too  little  in  others.  This  is  so  because  we 
have  not  yet  sufficiently  expanded  those  other  measures  that  can  prevent  poverty 
before  it  occurs  and  thus  free  public  welfare  for  its  essential  social  service  task. 
It  should  not  be  expected  to  serve  either  as  a  universal  panacea  or  a  universal 
scapegoat  for  all  the  ills  of  society.  Measures  to  prevent  poverty  should  reduce 
its  burden  and  thereby  bring  the  cost  of  doing  its  own  job  within  manageable 
proportions. 

Much  of  the  cost  of  an  adequate  program  of  basic  guarantees  against  poverty 
and  social  deprivation  can  and  should  be  reduced  by  measures  to  assure  ade- 
quately paid  jobs  to  all  who  can  and  should  work,  an  adequate  system  of  replace- 
ment income  through  the  proven  mechanism  of  social  insurance  for  those  no 
longer  able  to  work,  an  adequate  network  of  educational  and  health  measures, 
and  adequate  legal  protections  for  those  vulnerable  to  discrimination  and  ex- 
ploitation. Others  are  intrinsic  to  the  social  task  of  public  welfare  and  must 
be  met  if  the  promise  of  a  Great  Society  is  to  be  achieved.  For  the  very  com- 
plexity of  the  social  organization,  on  which  our  vaunted  prosperity  depends, 
demands  an  equivalent  assumption  of  social  responsibility  toward  its  individual 
members.  Not  only  can  we  well  afford  the  costs  involved,  but  can  not  afford  to 
ignore  the  responsibility  to  further  this  adaptation  at  all  levels  of  our  community 
life.  This  is  the  core  job  of  public  welfare  to  the  achievement  of  which  the 
Advisory  Council's  recommendations  are  directed. 

Why  a  national  program? 

The  United  States  is  a  single  Nation,  operating  within  a  nationwide  economic 
system,  and  committeed  to  a  single  set  of  social  values.  The  mobility  of  its 
population  is  not  only  necessary  to  the  functioning  of  the  economy  but  is 
guaranteed  by  the  Constitution.  Its  citizens  have  the  right  to  expect  comparable 
protections  wherever  they  live  and  wherever  they  may  move  in  the  interests 
of  their  own  and  the  Nation's  welfare.  Only  through  the  leadership  of  the 
Federal  Government,  agent  of  all  the  American  people,  can  this  goal  be  achieved. 
Not  only  does  it  require  a  national  program  standard  but  a  plan  of  financing 
which  recognizes  that  the  costs  and  burdens  of  such  a  standard  tend  to  fall 
most  heavily  on  those  areas  of  the  country  least  able  to  bear  them.  Experience 
has  shown  that  the  Federal  Government  must  be  prepared  to  carry  the  addi- 
tional cost  to  the  States  of  the  standards  it  imposes  if  they  are  to  be  effective. 
A  guarantee  which  is  not  supported  by  adequate  nationwide  requirements  and 
financing  is1 — in  the  realities  of  modern  America — no  guarantee  at  all. 

Why  &  plan*  of  Federal-State  cooperation? 

Public  welfare  has  by  tradition  and  Constitutional  interpretation  been  an 
administrative  responsibility  of  the  States  and  their  political  subdivisions. 
There  are  many  advantages  in  building  on  this  existing  nationwide  institutional 
base  and  the  Council  believes  its  proposal  would  successfully  reconcile  the 
values  of  national  program  standards  with  decentralized  administration.  Alter- 
native plans  for  Federal  administration  of  minimum  income  guarantees  seem 
to  assume  that  we  will  never  be  able  to  prevent  or  greatly  reduce  poverty  by 
other  measures  and  must,  therefore,  retool  our  assistance  program  on  a  deper- 
sonalized basis  to  carry  a  major  part  of  the  load.  The  Council's  recommenda- 
tion, on  the  other  hand,  assumes1  that  a  reduction  in  the  extent  of  preventable 
poverty  will  serve  to  emphasize  the  individualizing  service  role  of  public  welfare 
as  a  comprehensive  program  of  aid  and  services  functioning  at  a  neighborhood 
level. 

Recognizing,  however,  that  the  success  of  any  innovation  depends  upon  its 
acceptability  to>  those  with  the  means  and  authority  to  make  it  work,  the  Council 
recommends  a  limited  transitional  period  during  which  the  States  would  have 
the  option  to  continue  under  the  existing  assistance  and  child  welfare  titles 
of  the  Social  Security  Act.  Frequently  time  is  required  for  States  to  evaluate 
the  full  advantages  of  a  new  proposal  and  make  the  necessary  legislative  and 
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administrative  changes.  The  Council's  recommendation  in  this  respect  follows 
the  precedent  of  optional  alternatives  already  adopted  by  the  Congress  with 
respect  to  titles  XVI,  XIX  and  the  provisions  for  social  service  reimbursement 
but  offers  an  unprecedented  incentive  in  its  financial  and  administrative  ad- 
vantages to  the  States  as  described  below. 

Why  the  new  pattern,  of  financial  sharing? 

Under  the  Council's  proposal,  which  is  the  very  essence  of  simplicity,  the  States 
would  be  offered  a  new  kind  of  relationship  to  the  Federal  program:  basic 
Federal  financing  on  a  lump  sum  residual  basis  in  return  for  (1)  the  adoption 
of  minimum  national  program  standards  and  (2)  the  investment  of  a  fixed 
State  share  which  would  be  predetermined  according  to  objective  criteria 
related  to  fiscal  capacity  and  effort.  States  wishing  to  use  their  own  funds  to 
move  above  the  prescribed  national  minimum  would,  of  course,  be  encouraged  to 
do  so.  But  within  the  prescribed  national  standards  the  responsibility  of  the 
States  would  be  fixed. 

There  are  clear  advantages  to  both  the  Federal  and  State  administering 
agencies  in  such  a  plan.  It  would  obviate  much  of  the  elaborate  paperwork 
now  made  by  after-the-fact  auditing  of  individual  expenditures  to  meet  complex 
reimbursement  formulae.  It  would  overcome  the  differentials  in  Federal  match- 
ing which  have  discriminated  so  severely  against  children  under  both  the  AFDC 
and  child  welfare  programs.  It  would  give  the  States  great  freedom  in  the 
internal  organization  of  their  programs  and  the  distribution  of  their  resources. 

But  the  principal  advantage  is  that  it  would  clearly  implement  the  concept 
of  minimum  national  standards  by  placing  on  the  Federal  Government  the  full 
responsibility  for  the  additional  costs  of  the  policies  and  levels  of  benefit  it 
prescribes. 

Why  a  national  floor  under  assistance  payments? 

Present  variations  in  the  levels  and  scope  of  income  guarantee  are  uncon- 
scionable by  any  measure.  Once  the  practical  limitation  of  State  fiscal  ca- 
pacity has  been  eliminated  by  the  plan  of  financing  proposed  by  the  Council 
the  logic  of  nationwide  Federal  standards  becomes  incontestable.  Just  as  mini- 
mum wage  legislation  places  a  floor  under  most  wages  so  such  a  standard  would 
place  a  pratical  floor  under  the  American  level  of  living.  Differentials  in  the 
costing  of  such  a  level  of  living  could  be  objectively  determined  by  periodic  spot 
checks  such  as  those  now  made  by  the  Labor  and  Agriculture  Departments. 

There  are  many  advantages  to  the  States  themselves  in  such  a  national  floor. 
For  the  States  where  standards  are  now  low  it  would  act  as  a  powerful  lever 
in  upgrading  the  economic  level  of  the  whole  population.  For  the  States  where 
standards  are  higher  it  removes  the  argument  for  residence  restrictions  based 
on  the  assumption  that  assistance  serves  as  an  incentive  to  migration.  But  the 
greater  long  run  advantage  lies  in  the  fact  that  people  who  are  in  fact  moving 
under  the  inexorable  pressure  of  labor-market  changes  would  not  bring  with 
them  the  accumulated  handicaps  imposed  by  prior  economic  deprivation. 

For  the  Nation  as  a  whole  a  floor  under  income  constitutes  a  clear  declaration 
of  conscience  and  of  practical  intention  to  move  above  that  level.  All  our  expe- 
rience has  shown  that  it  is  the  practical  minimum  which  acts  as  a  lever  on 
other  sources  of  income  in  the  total  dynamic  of  income  policy.  The  Council 
does  not  recommend  a  floor  under  income  on  the  defeatist  assumption  that  mil- 
lions of  Americans  must  settle  for  a  minmum  level  of  living  dependent  for  its 
financing  on  the  more  affluent  majority.  Its  advocacy  of  this  step  is  based  on 
the  positive  belief  that  this  is  a  practical  step  toward  minimizing  that  de- 
pressed minority  by  assuming  a  guaranteed  level  of  living  and  service. 

Why  are  services  essential  to  a  program  of  basic  social  guarantees? 

The  goal  of  the  Great  Society  assumes  a  social  setting  in  which  all  indi- 
viduals and  families  are  able  to  realize  their  full  potential  for  self-realization 
and  participation  in  community  life.  This  means  that  every  child  should  be  as- 
sured the  supportive  care  necessary  to  his  growth  and  development,  that  every 
individual  should  have  available  to  him  necessary  help  when  age,  disability,  or 
isolation  creates  need  beyond  the  scope  of  his  personal  or  family  resources, 
that  no  one  should  feel  lost  in  the  present  day  variety  of  specialized  programs, 
and  that  no  community  should  lack  a  focus  of  responsible  leadership  in  assuring 
that  existing  needs  are  met  and  new  services  developed  as  new  needs  emerge. 
This  is  the  essential  service  task. 
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The  Council's  recommendations  assume  that  the  proposed  program  of  basic- 
social  guarantees  must  combine  provision  for  these  services  with  those  for 
assuring  minimum  income  and  that  these  services  should  be  available  as  a 
matter  of  legal  right  to  all  who  need  them.  From  the  point  of  view  of  indi- 
viduals and  families  experiencing  difficulty  or  needing  help,  their  problems 
do  not  appear  in  neatly  segmented  categories;  their  need  is  for  a  single 
source  of  aid  or  guidance.  The  overburdened  mother  suddenly  left  with 
several  children  may  need  day  care  or  other  services  as  much  as  income.  The 
chronically  ill  older  person  requiring  constant  care  needs  help  in  locating  as 
well  as  paying  for  a  nursing  home  or  other  suitable  arrangements.  But  within 
the  proposed  comprehensive  financing  pattern  the  responsible  public  welfare 
agency  would  have  much  wider  freedom  than  at  present  in  organizing  the  actual 
administration  of  specialized  services  in  such  a  way  as  to  make  the  best  use  of 
available  resources  in  meeting  actual  need. 

The  Council  proposes  that  the  concept  of  legal  entitlement  to  specified  services 
be  extended  as  rapidly  as  universal  availability  can  be  assured.  This  challenge 
is  nowhere  more  apparent  than  in  the  area  of  our  oldest  social  service  responsi- 
bility, that  of  child  welfare  services.  The  vitality  of  any  society  can  be  meas- 
ured by  the  way  it  treats  the  children  on  whom  its  own  future  health  depends. 
Adults  who  in  childhood  have  failed  to  receive  the  physical  and  emotional 
nourishment  necessary  for  their  own  best  development  become,  in  their  turn, 
inadequate  parents,  poor  citizens,  and  economic  misfits,  incapable  of  the  adap- 
tations required  by  our  technological  society.  Somewhere  this  cycle  must  be 
broken  and  this  is  the  task  of  those  social  services  broadly  covered  by  the  term 
"child  welfare."  The  Council  proposess  that  these  services  be  extended  to  all 
who  need  them  on  the  basis  of  a  legally  enf orcable  right. 

Historically  child  welfare  services  have  been  centered  on  the  most  obviously 
vulnerable  child:  the  child  left  without  adequate  adult  protection  because  of 
death,  illness,  desertion,  neglect,  abuse,  or  inadequacy  on  the  part  of  one  or 
both  parents.  Substitute  care  has  been  provided  in  the  form  of  placement  in  a 
foster  home  or  institution  or  through  adoption.  Recently  the  concept  of  child 
welfare  has  widened  to  include  measures  to  improve  the  situation  of  the  child 
in  his  own  home  through  the  counseling  of  parents,  the  provision  of  ancillary 
services,  such  as  day  care  and  other  group  activities,  specialized  services  for 
children  with  particular  physical  or  psychological  handicaps,  etc.,  and  the  pro- 
vision of  homemaker  service  when  the  mother  is  ill  or  absent  or  otherwise  un- 
able to  meet  her  basic  responsibilities  to  the  family.  The  potential  scope  for 
services  of  these  kinds  is  almost  unlimited  and  offers  a  new  frontier  in  our 
increasingly  service  oriented  economy. 

The  existing  program  of  child  welfare  services  has  pioneered  in  all  these 
areas  but  coverage  is  so  spotty  both  geographically  and  in  scope  of  benefits 
that  it  offers  little  guarantee  of  protection  to  the  Nation's  children.  Some  of 
the  most  vulnerable,  especially  children  in  minority  groups,  have  had  the  least 
protection  where  they  need  the  most.  Adapting  to  these  needs  and  deprivations 
as  best  they  can,  today's  neglected  children  become  tomorrow's  social  problems. 
The  Council  believes  that  a  nationwide  guarantee  of  protection  and  help  to 
these  children  should  have  a  top  priority  in  the  Great  Society  program. 

While  child  welfare  services  have  the  longest  history  among  the  social  services, 
the  role  of  services  generally  in  our  society  is  currently  experiencing  an  explosive 
growth  in  extent  and  variety.  On  all  sides  new  developments  and  experiments 
are  responding  to  the  demands  of  an  increasingly  complex,  changing,  and  urban- 
ized environment  in  which  the  traditional  role  of  family  and  neighborly  mutual 
aid  requires  these  supports  and  supplementation  of  organized  measures.  Some 
of  these  services  are  highly  specialized  requiring  the  competence  of  professional 
social  workers  while  others,  under  professional  supervision  and  organization, 
can  be  effectively  rendered  by  individuals  with  special  but  subprofessional 
training.  For  example,  the  family  of  small  children  temporarily  deprived  by  ill- 
ness of  a  mother's  care  or  the  homebound  elderly  person  of  limited  strength  and 
mobility  can  be  helped  to  maintain  his  accustomed  way  of  life  by  a  homemaker 
trained  for  that  particular  function,  working  under  professional  supervision. 

Services  are  important  not  only  in  assisting  families  and  individuals  in  sit- 
uations of  special  crisis  and  continuing  need ;  they  also  become  increasingly  es- 
sential as  the  inescapable  specialization  of  community  services  confronts  people 
with  a  complex  and  often  baffling  maze  of  benefits  and  services.  People 
need  a  readily  accessible  source  of  advice  and  counsel  in  negotiating  the  com- 
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plexities  of  finding  the  best  answer  to  all  requirements  and  desires.  Neighbor- 
hood centers  should  be  universally  available  as  a  source  of  advice,  help,  and 
service  to  people  of  all  income  levels.  For  while  poverty  compounds  the  difficul- 
ties that  create  a  need  for  social  services,  the  pressures  of  modern  life  do  not 
limit  this  need  to  the  poor. 

Helping  individuals  is,  however,  only  one  side  of  the  social  service  job.  As 
the  need  and  demand  for  social  services  grow  so  does  the  complex  task  of 
organizing  community  resources — governmental,  voluntary,  and  the  traditional 
method  of  neighborhood  self-help — in  a  way  that  creates  a  coherent  network 
of  answers  to  those  needs  and  demands.  Provision  must  be  assured  not  only 
for  this  kind  of  coordinated  approach  to  social  services  but  for  one  in  which 
all  elements  of  the  local  community,  including  those  who  need  and  benefit  from 
such  services,  have  a  voice  in  the  way  they  are  provided. 

The  service  functions  of  public  welfare,  while  less  conspicuous  than  those  of 
assistance  in  the  present  scene,  stand  on  the  frontier  of  a  new  phase  in  Ameri- 
can social  development.  Already  a  majority  of  those  in  our  working  force 
are  engaged  in  service  occupations.  As  technological  developments  increasingly 
turn  over  to  machines  the  traditional  jobs  of  producing  and  distributing  ma- 
terial goods,  the  expansion  of  needed  services  opens  up  new  careers  for  those 
whose  labor  is  freed  from  these  ancient  imperatives.  Social  services,  like 
those  in  education,  health  and  recreation,  are  not  only  needed  by  people  in 
their  role  as  consumers  but  are  also  a  necessary  development  in  furnishing  them 
with  outlets  to  serve  their  society  in  the  role  of  workers. 

Why  emphasize  legal  right  and  entitlement  f 

All  social  welfare  programs  are  based  on  the  recognition  of  a  social  risk 
which  warrants  social  remedy  in  the  form  of  special  benefits  and  protections. 
Public  assistance  is  a  remedy  for  the  risk  of  economic  deprivation  and  child 
welfare  a  protection  against  the  risk  to  a  child  of  failure  of  normal  parental 
care.  But  a  protection  which  is  not  available  to  all  who  incur  the  risk  under  a 
rule  of  enforceable  law  is  a  gratuity  subject  to  elements  of  chance  or  the  caprice 
or  prejudices  of  those  who  determine  its  policies  or  control  its  administration. 

The  federally  aided  programs  of  public  assistance  under  the  Social  Security 
Act  are  the  one  area  of  social  protection  against  the  risk  of  actual  poverty  which 
carries  built-in  provisions  for  legally  enforceable  entitlement.  Recently  the 
concept  of  legal  entitlement  to  public  assistance  has  received  new  emphasis 
through  rulings  of  the  Federal  department  and  the  growing  interest  of  the 
legal  profession.  The  Advisory  Council  wishes  to  give  its  full  support  to  this 
development  and  recommends  its  further  extension  to  all  areas  of  public  assist- 
ance and  social  services. 

The  very  concept  of  a  guarantee  assumes  objectively  determinable  rights  for 
all  those  who  are  eligible  for  the  benefit  or  protection.  Two  conditions  are 
essential  if  such  a  right  or  guarantee  is  to  become  a  practical  reality:  (1)  the 
benefits  must  be  available  in  sufficient  quantity,  quality,  and  distribution  to  meet 
the  need  toward  which  they  are  directed  on  the  basis  of  a  "reasonable  classifica- 
tion" and  (2)  the  practical  means  must  be  provided  to  assure  their  equitable 
availability  to  all  those  entitled  to  them.  While  the  latter  requirement  is  best 
served  by  a  mechanism  for  appeal  outside  the  line  of  administration  with  an 
ultimate  recourse  to  the  court  system  in  cases  of  ambiguity,  it  also  requires 
clearly  and  publicly  stated  policies  toward  which  the  appeal  may  be  directed 
and  the  services  of  a  professional — typically  an  attorney — in  marshalling  the 
facts  and  arguments  in  behalf  of  his  client. 

There  are  many  today  who  express  a  sincere  anxiety  or  alarm  lest  the  growing 
interdependence  of  people  in  the  modern  world,  reflected  in  turn  in  their  growing 
dependence  on  the  instrumentalities  of  government,  throw  into  imbalance  the 
carefully  designed  weighting  of  rights  reserved  to  the  individual  and  powers 
assigned  to  the  State.  These  people  fear  that  a  beneficient  State  may  become,  in 
effect,  an  oppressive  State.  But  again  there  is  little  value  in  closing  one's  eyes 
to  the  practical  needs  of  the  day  or  mourning  for  the  different  conditions  of  an 
earlier  time.  The  only  practical  remedy  for  this  legitimate  anxiety  is  to  ac- 
company each  new  assignment  of  responsibility  to  governmental  programs  with 
equivalent  protections  for  the  rights  of  those  affected  by  those  programs.  In 
this  sense  the  Advisory  Council's  emphasis  on  rights  and  guarantees  to  the 
citizen  in  his  most  vulnerable  situations  follows  the  highest  tradition  of  American 
democracy. 
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Miss  Wickenden.  Now,  we  are  hearing  a  lot  these  days  and  I  find 
myself  sometimes  caught  in  a  crossfire  from  people  who  say,  "Let's 
have  a  national  guaranteed  minimum  income.  Let's  have  it  run  by 
Internal  Bevenue  Service  and  everybody  who  falls  below  the  taxable 
level,  let's  give  them  so  much." 

The  other  day  I  was  in  a  debate  with  Milton  Friedman,  Senator 
Goldwater's  adviser  during  his  campaign.  Mr.  Friedman  says : 

Let's  toss  out  the  whole  social  insurance  system,  the  whole  minimum  wage,  all 
our  various  measures,  and  put  everybody  on  a  negative  income  tax.  In  that 
way  we  can  forget  all  the  rest. 

So  you  have  that  kind  of  pressure  coming  from  both  conservative 
and  liberal  sources  to  throw  out  our  whole  system  and  just  pay  every- 
body money  that  falls  below  a  certain  level. 

Our  advisory  council  met  for  2  years,  and  we  had  a  very  responsible 
group  of  people  ranging  from  Virgil  Martin,  you  know,  of  Carson 
Pirie  Scott,  Leonard  Lesser  with  the  CIO  and  Fedele  Fauri  was  the 
chairman.  You  know  him  well  from  his  work  with  this  committee. 
And  it  was  our  feeling  that  we  had  to  find  a  way  to  reconcile  the  tradi- 
tional values  of  State  responsibility,  State  administration,  in  this  area 
with  the  obvious  need  for  some  form  of  Federal  standards,  and  there- 
fore we  made  the  proposal  that  the  Federal  Government  establish 
the  basic  minimum  standards,  what  the  country  as  a  whole  felt  to  be 
necessary,  both  with'respect  to  cash  income,  medical  care  for  the  needy, 
and  in  the  area  of  services,  including  child  welfare  services,  and  that  it 
say  to  each  State,  "Here  is  your  lump  sum  share  of  the  cost  of  carry- 
ing out  a  welfare  program  and  if  you  will  agree  to  fulfill  your  share,'' 
and  I  will  come  in  a  minute  to  how  that  share  would  be  determined, 
"then  we  in  the  Federal  Government  will  pay  the  rest." 

It  may  surprise  some  of  our  friends  on  the  Republican  side  that  this 
plan  of  Federal  matching,  Federal  reimbursement,  was  originally 
devised  by  the  late  Senator  Taft  in  connection  with  Federal  aid  to 
education.  It  has  great  advantages  from  the  point  of  view  of  the  State 
because  once  the  State  has  fulfilled  its  obligation  and  has  raised  the 
taxes  to  meet  that  obligation,  then  if  the  Federal  Government  sets 
standards  above  that,  the  Federal  Government  has  to  meet  that  level. 

One  of  the  things  that  will  strike  anybody  who  studies  our  present 
public  assistance  system  is  that  our  system  of  matching  is  not  only 
complicated;  it  creates  paperwork  that  drives  everybody  crazy.  It 
leaves  the  State  never  knowing  where  it  stands  on  its  obligations.  It 
leaves  the  individual  not  knowing  what  he  is  entitled  to,  and  at  the  same 
time  our  poorest  States  are  taxing  themselves  the  most  heavily  to  main- 
tain the  lowest  standards. 

I  was  recently  in  Ohio  participating  in  an  effort  within  the  State  to 
raise  the  AFDC  payments  and  it  was  a  great  shock  in  the  State  of  Ohio 
to  be  told  that  Mississippi  was  taxing  more  heavily  than  the  State  of 
Ohio.  Take  everyone  of  the  low  income  States  and  you  will  find  that 
on  a  fiscal  effort  basis  they  are  way  above  the  median,  so  that  our 
proposal  is,  and  I  realize  this  is  not  something  for  the  immediate, 
though  I  think  it  relates  to  some  of  the  provisions,  recommendations 
that  are  before  you  for  meeting  100  percent  of  need,  that  if  there  are 
going  to  be  Federal  standards — and  there  should  be  Federal  standards 
because  there  is  no  reason  why  in  terms  of  cost  of  living,  or  need,  that 
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a  mother  in  Mississippi  should  be  raising  her  children  on  $7  a  month 
and  still  the  people  of  Mississippi  are  taxing  themselves  more  heavily 
than  those  in  most  other  parts  of  the  country. 

Arkansas  is  way  up  in  terms  of  fiscal  effort.  Louisiana  is  way  up. 
Every  one  of  the  Southern  States  is  above  the  median.  So  we  feel 
that  there  should  be  an  assumption  of  responsibility  for  standards  and 
an  equivalent  assumption  of  financial  responsibility  with  a  vast  simpli- 
fication in  procedure  that  would  result. 

And  I  would  urge  that  not  only  in  the  present  recommendation,  spe- 
cifically in  our  statement  on  public  assistance,  probably  the  most  signifi- 
cant recommendation  you  have  is  that  the  State  should  be  required  to 
pay  100  percent  of  their  own  standards  of  need. 

Now,  in  our  recommendation  we  proposed  that  the  Federal  equaliza- 
tion sum  that  is  provided  should  beadequate  to  meet  these  standards 
according  to  a  formula  that  would  emphasize  fiscal  effort  and  Avould 
thus  carry  us  one  step  nearer  to  what  we  are  proposing. 

In  child  welfare  I  think  our  attitudes  have  been  blind  beyond  meas- 
ure. We  neglect  our  children  while  they  are  young.  We  do  not  give 
them  enough  either  in  assistance  or  service.  Then  we  are  horrified 
when  we  come  along  and  find  what  is  happening  to  them  as  young 
people. 

We  spend  large  sums  on  them  in  J obs  Corps,  in  training  schools,  and 
we  start  them  while  they  are  young.  We  would  like  to  see  the  overall 
standards  in  child  welfare  likewise  specified  in  Federal  law  and  met 
in  accordance  with  this  same  recommendation. 

Short  of  that  we  favor  the  bill  that  was  introduced  by  Mr.  Fogarty, 
and  more  recently  by  Mr.  Burke  and  other  members  of  this  committee, 
that  would  bring  child  welfare  up  at  least  to  the  same  standard  as 
public  assistance,  but  short  of  that  the  very  modest  recommendation 
of  the  administration  does  move  in  that  direction. 

I  have  a  letter  that  I  would  like  to  put  in  the  record  from  Mother 
Bernardine,  administrator  of  the  Good  Shepherd  School  for  Girls  in 
Phoenix.    She  says : 

We  are  in  a  unique  position  to  see  the  effects  of  the  social  problem  involved. 
Good  Shepherd  School  is  the  only  correctional  facility  for  girls  in  the  State  of 
Arizona.  Many  of  these  girls  would  not  have  become  delinquent  and  committed 
to  our  school  had  they  received  the  child  welfare  services. 

So  on  any  kind  of  effective  cost  analysis  basis  investment  in  children 
is  the  best  longtime  investment  we  can  make  and  I  would  again  com- 
plete my  statement  by  urging  this  committee  not  to  sit  only  as  I  know 
you  must  do  and  figure  what  can  we  afford  to  do  this  year,  what  small 
improvement  can  we  do  this  year,  but  to  take  some  steps  to  begin  look- 
ing ahead,  as  the  President  has  proposed,  to  the  time  when  we  can 
take  some  of  this  fantastic  prosperity  that  we  are  enjoying  as  a  coun- 
try and  spread  it  to  these  groups  in  our  population  that  are  so  politi- 
cally powerless  because  they  are  a  minority. 

I  think  what  seems  to  strange  is  that  the  more  prosperous  most  of  us 
become,  the  more  isolated  become  those  who  are  left  behind,  and  if  we 
do  not  interest  ourselves  in  their  plight,  if  this  committee  does  not  do 
so,  then  who  will  do  so.  They  do  not  have  the  votes  to  do  it  themselves 
fortunately.  It  would  be  a  terrible  thing  if  everybody  in  this  coun- 
try were  so  poor  that  they  could  vote  themselves  by  sheer  voting 
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strength  what  they  are  entitled  to  on  the  basis  of  humanity  and  com- 
mon obligation. 
Thank  you. 

(The  information  referred  to  follows :) 

Good  Shepherd  School  for  Girls, 

Phoenix,  Ariz.,  March  20, 1967. 

The  National  Social  Welfare  Assembly,  Inc., 
New  York,  N.Y. 

Dear  Sirs  :  We  wish  to  endorse  your  statement  number  five  on  Child  Welfare 
Services.  We  feel  that  H.R.  5710  does  not  provide  a  broad  enough  base  for  child 
welfare  services.  A  nationwide  network  of  public  child  welfare  services  is 
necessary  to  fortify  voluntary  family  and  child  agencies  in  their  effort  to  best 
meet  the  needs  of  all  persons.  We  support  H.R.  1977  as  an  intermediate  step 
in  this  direction. 

We  are  in  a  unique  position  to  see  the  effects  of  the  social  problems  which 
will  be  ameliorated  by  this  legislation.  Good  Shepherd  School  is  the  only  correc- 
tional facility  for  girls  in  the  state  of  Arizona.  As  such,  we  see  girls  from  ex- 
tremely disrupted  home  situations.  Many  of  these  girls  would  not  have  become 
delinquent  and  committed  to  our  school  had  they  received  the  child  welfare 
services  provided  through  H.R.  1977. 

For  these  reasons  we  urge  your  support  of  this  bill  and  the  philosophy  behind 
it  which  is  to  provide  adequate  financial  support  for  our  children  needing  child 
welfare  services.    Your  assistance  in  securing  this  much  needed  legislation 
will  be  appreciated. 
Sincerely, 

Mother  M.  Bernardine, 

Administrator . 

The  Chairman.  Miss  Wickenden,  again  we  thank  you  for  your  very 
fine  presentation  of  your  thinking  with  respect  to  this  subject  matter. 
Are  there  any  questions  of  Miss  Wickenden  ? 
Mr.  Ullman.  Mr.  Chairman. 
The  Chairman.  Mr.  Ullman. 

Mr.  Ullman.  I  would  just  like  to  say  that  I  think  it  is  good  for  us 
to  think  about  the  basic  assumptions  of  this  whole  program.  You 
have  been  very  helpful.  You  mentioned  the  fact  that  you  supported 
some  general  revenue  support  of  the  social  security  system. 

To  what  extent  is  this  true  and  do  you  have  a  basic  rationale  for 
f  hat  kind  of  principle  ? 

Miss  Wickenden.  There  are  several  rationales  and  I  can  only  on 
the  rationale  speak  for  myself.  I  think  that  the  social  insurance  sys- 
tem is  both  an  insurance  system  in  the  sense  that  it  pays  for  itself — it 
seems  to  a  layman  like  me  this  can  most  logically  be  interpreted  as  a 
deferred  return  on  labor  when  a  person  works. 

My  housekeeper  understands  very  well  that  she  takes  home  from 
me  a  wage,  but  she  is  also  building  up  something  that  is  going  to  carry 
her  through  her  retirement  as  a  deferred  wage.  This  is  the  insurance 
aspect. 

But  we  have  brought  in  newcomers  to  the  system  and  paid  them 
early.  We  give  extra  benefits  now.  Under  the  proposal  we  would 
increase  this  to  the  very  low  wage  earners.  We  weight  the  system 
toward  the  minimum.  We  give  extra  benefits  to  the  man  who  has 
dependents  in  order  that  those  dependents  can  be  protected  through 
the  life  insurance  features  of  the  bill  and  through  the  retirement 
features,  and  in  a  whole  variety  of  ways  we  have  put  costs  on  to  the 
payroll  tax  that  are  in  a  sense  social  costs. 
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In  most  systems  of  the  world  this  so-called  past  service  credit,  this 
problem  of  getting  the  system  underway,  is  carried  by  the  whole  tax 
paying  public  through  general  revenue.  Then  we  expand  that.  We 
continue  that  obligation  because  as  our  earning  level  goes  up  we  right- 
fully think  that  the  people  who  have  retired  should  share  in  that 
productivity.  That  too  adds  a  cost  to  the  system  which  could  properly, 
it  seems  to  me,  be  carried  by  all  of  us  as  taxpayers  and  not  simply 
through  the  payroll  tax. 

Mr.  Ullman.  We  have  had  a  number  of  proposals  that  have  tried 
to  divide  this  up  in  one  way  or  the  other  and  I  think  that  the  concern 
that  I  have  as  a  member  of  the  committee  is  once  you  begin  this  you 
might  go  to  20  percent,  and  then  to  30  percent,  and  then  40  percent, 
and  then  50  percent.  I  think  you  could  use  the  same  line  of  thinking 
eventually  to  say,  "Well,  let's  put  it  all  under  general  revenue." 

Miss  Wickenden.  There  are  of  course  people  who  would  like  to 
put  the  whole  system  on  that  basis,  but  I  am  not  one  of  them.  I  think 
to  go  beyond  a  one-third/one-third/one-third  sharing  would  be  very 
dangerous.  But  my  worry  is  not  that  of  some  members  of  this  com- 
mittee that  there  would  be  such  pressures  to  drive  this  cost  up. 

My  worry  is  the  absolute  opposite:  That  the  pressures  that  come 
on  internal  revenue  are  to  reduce  it.  People  who  are  paying  a  payroll 
tax  feel,  and  I  think  quite  rightly,  that  they  are  buying  a  benefit  for 
themselves  and  they  do  not  resent  it  in  the  same  way  that  people  do 
who  pay,  say,  for  a  welfare  program. 

They  will  say,  "Why  should  I  give  my  taxes  to  support  that  family 
that  has  been  deserted  by  its  father  ?" 

So,  with  too  much  reliance  on  general  revenue  you  tend  to  create 
a  split  of  interest  between  those  who  pay  and  those  who  benefit,  and 
in  my  view  the  great  strength  of  the  social  insurance  system  is  that 
we  all  pay  and  we  all  benefit  and  we  do  not  divide  ourselves  between 
the  have's  and  the  have  nots. 

Mr.  Ullman.  I  would  agree  with  you  there  and  that  is  what  gives 
me  concern  as  to  getting  into  general  revenue  financing  without  having 
a  very  clear-cut  rationale  that  will  put  real  limitations  upon  that 
philosophy. 

Miss  Wickenden.  If  you  look  at  these  statements,  the  one  on  bene- 
fit increase,  you  Avill  see  that  we  do  not  support  the  Kennedy  bill,  for 
instance.  I  assume  that  Mr.  Keuther  yesterday  indicated  his  support 
for  the  Kennedy  bill,  which  is  for  a  general  revenue  contribution  with 
a  much  larger  increase  than  in  this  bill. 

Our  recommendation  is  to  urge  upon  you  just  what  you  have  said, 
that  you  consider  whether  it  would  not  be  appropriate  in  a  less  strin- 
gent fiscal  situation  to  carry  some  of  the  social  costs,  and  particularly 
what  is  called  the  past  service  costs,  through  a  general  revenue  con- 
tribution without  endangering  the  great  strength  that  lies  in  our  pres- 
ent system  of  financing. 

Mr.  Ullman.  Thank  you. 

The  Chairman.  Mr.  Betts. 

Mr.  Betts.  Miss  Wickenden,  I  think  you  mentioned  that  you  sup- 
port Mr.  Burke's  bill  for  additional  Federal  aid  for  training  of  social 
workers. 
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Miss  Wickenden.  Mr.  Burke's  bill,  I  think,  is  for  the  child- welfare 
program  and  Mr.  Mills  had  a  bill  last  year  for  the  training  of  social 
workers  which  is  now  incorporated  in  the  overall  comprehensive  bill. 

Mr.  Betts.  Social  workers  for  what?   The  child- welfare  program? 

Miss  Wickenden.  Oh,  I  beg  your  pardon.  Yes;  as  a  part  of  the 
Burke  bill  there  is  a  higher  degree  of  Federal  matching  for  training  as 
well  as  for  those  currently  working.  Yes ;  that  is  correct. 

Mr.  Betts.  May  I  ask  you  this?  This  is  not  criticism  of  your  in- 
formation because  I  am  sure  I  don't  have  enough,  but  I  have  never 
been  convinced  of  the  need  for  a  lot  of  higher  education  for  social 
workers,  particularly  the  master's  degrees,  doctor's  degrees,  as  was 
stated  here  by  a  witness  yesterday. 

I  always  felt  that  experience,  working  out  in  the  field  and  looking  at 
the  problem  and  the  subject,  was  more  beneficial  than  the  cloistered 
seclusion  of  university  halls. 

Would  you  like  to  convince  me  I  am  wrong  ? 

Miss  Wickenden.  No;  I  really  wouldn't  because  in  many  ways  I 
agree  with  you.  We  are  never  going  to  have  enough  social  workers 
with  master's  degrees  to  do  all  the  work. 

Mr.  Betts.  I  don't  see  the  need  of  it. 

Miss  Wickenden.  I  think  one  can  argue  that  regardless  of  whether 
it  would  be  desirable  or  not,  and  I  think  there  are  many  functions  in 
this  field  that  can  be  performed  by  college  graduates  and  many  that 
can  be  performed  even  by  people  without  college  degrees.  The  larger 
your  base  becomes,  the  more  need  you  have  for  trained  people  to  give 
those  lesser  workers  real  supervision. 

We  have  seen  that,  I  think  very  clearly,  in  the  poverty  program  where 
a  good  deal  of  progress  has  been  made  in  using  so-called  neighborhood 
workers  and  so  forth  with  very  limited  education,  but  the  success  de- 
pends upon  their  supervision. 

Mr.  Betts.  What  sort  of  training  would  they  get  in  taking  a  mas- 
ter's degree  that  would  help  them  ? 

Miss  Wickenden.  Well,  take  child  welfare  now.  Child-welfare 
workers  deal  with  children  who  are  in  need  of  some  kind  of  protection. 
Either  they  have  no  parent  in  the  home  and  they  need  to  be  placed  out- 
side the  home,  or  they  may  need  to  be  placed  in  adoption,  or  they  may 
need  some  sort  of  supervision.  This  is  a  highly  skilled  operation.  If 
you  are  running  a  home  for  children  you  have  all  kinds  of  needs  for 
house  parents  and  people  to  care  for  the  children  that  do  not  require 
that  level  of  education. 

Mr.  Betts.  My  point  is:  How  do  they  learn  that  on  a  college 
campus  ?    The  best  education  would  be  out  in  the  field. 

Miss  Wickenden.  You  are  really  probably  talking  to  the  wrong  per- 
son. I  don't  know  whether  Dr.  Stein  has  come,  but  I  know  he  is 
coming  from  Western  Reserve  and  you  probably  should  ask  him.  I 
never  even  went  to  a  school  of  social  work,  but  I  would  say  this :  That 
a  large  part  of  social  work  education  is  in  the  form  of  supervised  field 
training,  so  that  the  worker  is  placed  out  in  an  agency  to  learn  by  doing. 

I  agree  with  you  they  could  never  get  it  out  of  books. 

Mr.  Betts.  That  is  the  point  I  make.  I  just  wonder  if  we  aren't 
stressing  too  much  the  bookwork  and  overlooking  the  practical  Work. 

Miss  Wickenden.  But  I  think  that  the  amount  of  money  that  is  con- 
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tained  in  this  bill,  and  in  fact  the  extent  to  which  the  schools  of  social 
work  could  expand  to  train  social  workers,  is  going  to  fall  so  far  short 
of  the  demand  that  this  is  really  not  the  problem.  We  are  going  to 
have  to  make  use  of  people  under  supervision  without  ideal  education 
because  the  pressures  of  modern  life — take  old  people,  just  a  tragedy 
of  old  people  living,  cut  off  from  their  families,  cut  off  from  the  com- 
munity, needing  some  sort  of  a  link  to  life.  This  is  a  social  work 
function. 

Mr.  Betts.  Thank  you. 

The  Chairman.  Any  further  questions  ? 

If  not,  again  we  thank  you  for  coming  to  the  committee  and  let  me 
again  express  the  committee's  appreciation  over  the  fact  that  you  have 
been  able  to  consolidate  within  this  one  statement  the  views  of  so  many 
organizations.  You  always  are  helpful  to  us  in  that  regard. 

Miss  Wickenden.  Thank  you. 

(The  following  letters  were  received  by  the  committee:) 

-  National  Social  Welfare  Assembly,  Inc., 

New  York,  N.Y.,  March  30, 1967. 

Hon.  Wilbur  D.  Mills, 

Chairman,  Ways  and  Means  Committee, 

House  of  Representatives,  Washington,  B.C. 

Dear  Mr.  Mills  :  The  following  supplementary  statement  relating  to  Title  IV, 
Sec.  401  of  H.R.  5710  was  submitted  in  behalf  of  the  Rochester,  New  York  Council 
of  Social  Agencies  by  its  Executive  Director,  Mr.  Kenneth  Storandt,  and  I  would 
like  to  request  that  it  be  included  in  the  printed  record  of  the  hearing  : 

"In  addition  to  supporting  this  proposal,  we  would  like  to  urge  its  extension. 
True,  social  work  manpower  has  reached  a  crisis  stage,  and  we  need  expanded 
schools  and  faculties  at  both  the  graduate  and  the  undergraduate  level. 

"In  addition,  however,  we  would  like  to  request  that  the  amendment  include 
some  form  of  Federal  aid  to  local  projects  such  as  our  Department  on  Manpower 
Development  and  recruitment.  Our  Department  is  aimed  at  recruiting  talented 
young  people  to  make  careers  in  health,  welfare  and  recreation.  We  also  provide 
a  Summer  Internship  Program  for  college  Juniors  on  a  paid  basis. 

"This  entire  project  is  financed  by  local  Community  Chest  funds.  If  Federal 
funds  could  be  secured,  we  would  expand  the  project  and  not  reduce  it 
accordingly". 

Sincerely  yours, 

Elizabeth  Wickenden, 
Technical  Consultant  on  Public  Social  Policy. 


National  Social  Welfare  Assembly,  Inc., 

Neiv  York,  N.Y.,  March  21, 1961. 

Hon.  Wilbur  D.  Mills, 

Chairman,  Committee  on  Ways  and  Means, 

House  of  Representatives, 

Washington,  B.C. 

Dear  Mr.  Mills  :  As  you  know,  the  National  Social  Welfare  Assembly  has 
presented  through  the  testimony  of  Elizabeth  Wickeden,  our  Technical  Con- 
sultant on  social  issues  and  policies,  six  statements  relating  to  H.R.  5710  which 
reflected  the  consensus  developed  by  organizations  represented  on  The  Assembly's 
Committee  on  Social  Issues  and  Policies.  This  action  was  taken  in  accordance 
with  the  request  of  the  Ways  and  Means  Committee  that  like-minded  organiza- 
tions offer  joint  testimony  whenever  feasible  and  the  wide  range  of  support  is 
reflected  in  the  list  of  signatories  attached  to  each  one.  It  is,  moreover,  our 
intention  to  send  you  a  supplementary  list  bef  ore  the  hearings  close  as  additional 
endorsements  are  still  being  received. 

The  National  Social  Welfare  Assembly  is  an  organization  which  acts  both 
in  its  own  role  as  a  national  planning  agency  and  as  a  channel  of  expression  for 
other  organizations  and  individuals.  On  March  23  the  Board  of  Directors  of 
The  Assembly  voted  unanimously  to  endorse  these  statements  as  reflecting  the 
official  position  of  this  organization  in  addition  to  the  signatories  already  listed 
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and  I  would  appreciate  it  if  the  official  hearing  record  of  the  Committee  could 
show  this  action. 

Sincerely  yours, 

C.  F.  McNeil,  Director. 

The  Chairman.  Mr.  Griner  and  Mr.  Walters.  Mr.  Griner,  we  ap- 
preciate having  you  and  Mr.  Walters  with  us  and  if  you  will  identify 
yourself  for  the  record.  1 

STATEMENT  OF  THOMAS  G.  WALTERS,  LEGISLATIVE  REPRESENT- 
ATIVE, ACCOMPANIED  BY  W.  J.  VOSS,  DIRECTOR  OF  RESEARCH, 
AND  STEPHEN"  KOCZAK,  ASSISTANT  DIRECTOR  OF  RESEARCH, 
AMERICAN  FEDERATION  OF  GOVERNMENT  EMPLOYEES 

Mr.  Walters.  Mr.  Chairman,  I  first  would  like  to  express  Mr. 
Griner's  regrets  for  an  emergency  coming  up  this  morning  so  that 
he  couldn't  be  present,  but  my  name  is  Thomas  G.  Walters,  legislative 
representative  of  the  American  Federation  of  Government  Employees, 
and  I  am  accompanied  by  Dr.  W.  J.  Voss,  director  of  research  of 
AFGE  and  by  Mr.  Stephen  Koczak,  the  assistant  director  of  research 
oftheAFGE. 

The  Chairman.  Mr.  Walters,  we  appreciate  having  you  with  us 
this  morning  and  you  are  recognized  We  appreciate  having  the  other 
gentlemen  also. 

Mr.  Walters.  Thank  you,  Mr.  Chairman.  The  American  Federa- 
tion of  Government  Employees,  the  largest  Federal  employee  organi- 
zation in  existence  with  more  than  235,000  members,  appreciates 
vividly  the  interest  of  the  Ways  and  Means  Committee  in  those  pro- 
visions of  H.E.  5710,  which  relate  to  workers  in  the  Federal  service. 

The  AFGE  is  pleased  to  be  able  to  State  that  it  heartily  endorses  the 
goals  and  purposes  of  this  bill,  which  go  a  great  distance  to  eliminate 
existing  Federal  Government  retirement  and  disability  benefit  dis- 
criminations, against  Federal  employees  especially  those  having  short 
service  and/or  low  income. 

transfer  of  credit  provisions 

Title  I,  part  2,  section  116  of  this  bill,  the  so-called  transfer-of-credit 
provision  of  H.R.  5710,  eliminates  at  one  stroke  a  patent  deficiency  in 
the  coverage  of  Federal  employees  who  leave  Government  service,  or 
are  disabled,  or  die  before  having  had  5  years  of  civil  service  so  as  to 
have  acquired  entitlement  to  benefits  under  the  Civil  Service  Ketire- 
ment  Act  for  themselves  and  their  dependents. 

That  you  might  appreciate  graphically  the  importance  of  this 
feature  of  H.R.  5710,  to  Federal  employees,  I  should  like  to  cite  to  you 
two  examples  of  the  hardship  which  current  discrimination  against 
Federal  employees  produced. 

Example  1 

The  first  case  involves  a  young  man,  age  24,  with  a  wife  and  child, 
who  has  just  graduated  from  college.  He  works  1  year  under  the 
social  security  system  at  $7,000  per  annum  and  then  works  as  a  Federal 
employee  for  4  years  under  civil  service  at  an  average  salary  of 
$8,000.  At  age  29  he  is  disabled  while  in  the  Federal  service.  And  at 
age  32  he  dies. 
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Under  the  present  system,  in  the  absence  of  such  legislation  as  the 
Mills  bill,  H.R.  5710,  this  young  man  and  his  family  would  receive 
absolutely  nothing  per  month  for  disability  either  under  social  security 
or  under  civil  service,  and  after  his  death,  his  wife  and  child  would 
likewise  receive  absolutely  nothing  in  survivorship  benefits. 

This  is  the  case  even  though  the  man  has  worked  a  total  of  5  years, 
of  which  1  year  was  under  social  security  and  4  years  under  civil 
service. 

Under  the  transfer-of-credit  plan,  at  current  rates  of  benefits  (that 
is,  even  before  the  benefits  are  increased,  as  proposed  by  other  provi- 
sions of  H.R.  5710) ,  this  man  and  his  family  would  receive  $284  dis- 
ability for  himself  and  his  family,  and,  after  his  death,  his  wife  and 
child  would  receive  $213  monthly  survivorship  benefits. 

Example  % 

Let  us  look  at  another  case  involving  an  abandoned  wife  who  is  a 
mother  with  two  children.  She  started  working  at  age  20  for  the 
Federal  Goverment  under  civil  service.  She  works  4  years  at  an  aver- 
age salary  of  $5,000.  She  then  leaves  the  Federal  Government  and, 
after  3  months,  obtains  employment  in  a  private  firm  where  she  works  1 
year  under  the  social  security  system  with  earnings  of  $4,800.  She 
becomes  disabled  at  age  25  and  dies  at  age  26. 

Under  the  present  system,  in  the  absence  of  such  legislation  as  H.R. 
5710,  she  and  her  children  would  receive  absolutely  nothing  for  dis- 
ability while  she  lived,  though  the  two  children  would  receive  $147 
per  month  under  social  security  after  her  death. 

Of  course  there  is  an  age  limit  there  where  they  would  be  cut  off. 

Under  the  transfer  of  credit  plan  of  H.R.  5710,  she  and  her  family 
would  receive  $254  disability  benefit  per  month  while  she  lived  and 
her  surviving  two  children  would  receive  $191  per  month  following 
her  death. 

These  two  cases,  samples  taken  from  hundreds  of  similar  ones,  show 
the  imperative  need  for  the  transfer-of-credit  proposals  so  well  de- 
veloped in  H.R.  5710.  We  endorse,  with  enthusiasm,  section  116, 
part  2,  title  I  of  the  Mills  bill  for  the  relief  it  provides  in  such  needy 
cases. 

AMENDMENT  COVERING  EMPLOYEES  ABROAD 

We  should  like  to  recommend  an  amendment  to  render  eligible  for 
social  security  coverage,  preferably  through  a  transfer-of-credit 
formula,  all  those  American  employees  now  employed  abroad  under 
so-called  binational  center  grantee  positions  or  under  the  various 
nonappropriated  fund  employees  systems. 

The  latter  systems  create  situations  such  as  the  cases  of  Americans 
working  for  the  Armed  Forces  Radio  in  Europe  or  the  daily  news- 
paper, Stars  and  Stripes.  These  employees  have  GS  salary  ratings 
and  their  conditions  of  employment  are  similar  to  the  regular  civil 
service,  but  they  are  unable  to  secure  credit  under  the  Civil  Service 
Retirement  Fund  for  their  years  of  service. 

It  would  appear,  if  your  committee  accepts  this  amendment  that  it 
could  best  be  inserted  as  part  of  section  116(a  )  of  H.R.  5710  which  re- 
lates to  section  205  of  the  Social  Security  Act.  Using  the  printed  text 
of  H.R.  5710  for  our  reference,  we  propose  a  new  paragraph  (C)  to 
follow  on  present  line  12  on  page  34  of  H.R.  5710  and  we  suggest 
that  the  sense  of  the  amendment  should  be  somewhat  as  follows : 
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(C)  the  basic  salary  (as  determined  by  hte  Secretary  of  Defense,  the  Direc- 
tor of  USIA,  the  Secretaries  of  the  Army,  Navy  or  Air  Force  or  by  any  other 
federal  officer  supervising  functions  performed  by  American  citizens  abroad 
who  work  on  jobs  governed  by  non-approprdated  funds)  of  an  individual  at- 
tributable to  service  performed  abroad  and  which  is  performed  after  June 
30, 1966. 

MEDICARE 

We  have  a  further  amendment,  this  one  concerned  with  the  medicare 
program,  which  we  would  be  most  grateful  if  your  committee  ac- 
cepted. We  believe  that  retired  or  active-duty  Federal  employees,  65 
or  over,  who  are  not  now  eligible  for  medicare's  basic  hospital  in- 
surance plan — either  because  of  their  nonmembership  in  the  social 
security  system  or  because  of  their  failure  to  exercise  their  options  to 
enroll  for  health  insurance  under  the  Federal  Employees  Health 
Benefits  Act — should  be  rendered  eligible  to  enroll  in  the  medicare 
basic  hospital  insurance  plan. 

This  amendment,  if  your  committee  is  agreeable  to  accept  it,  might 
easily  be  accommodated  at  the  end  of  section  126,  part  3,  title  I  of  H.R. 
5710,  which  would  begin  as  new  line  19  of  page  55  of  the  printed  text 
of  H.K.  5710. 

THE  KARSTEN  BILL,  H.R.  3  7  71  AND  H.R.  449  7,  SPONSORED  BY 
CONGRESSMAN  MATSTJNAGA 

In  addition  to  favoring  the  Mills  bill,  H.K.  5710,  the  American  Fed- 
eration of  Government  Employees  wishes  to  endorse  the  provisions 
of  H.R.  3771  and  in  general  the  provisions  of  H.R.  4497,  which  would 
permit  officers  and  employees  of  the  Federal  Government  to  elect 
additional  voluntary  coverage  under  the  old-age,  survivors,  and  dis- 
ability insurance  system,  the  so-called  social  security  system. 

The  membership  of  the  AFGE,  in  national  convention,  has  repeat- 
edly requested  legislation  to  make  available,  on  an  optional  basis,  full 
additional  social  security  benefits  coverage  to  those  civil  service  and 
Foreign  Service  personnel  who  voluntarily  request  it  and  pay  for  it. 
The  Karsten  bill,  H.R.  3771,  admirably  incorporates  these  goals;  and 
the  AFGE  endorses  it  wholeheartedly. 

ELIMINATION  OF  TAXATION  OF  CIVIL  SERVICE  ANNUITIES 

All  of  the  foregoing  portions  of  our  testimony  endorsed  the  bill, 
H.R.  5710,  or  supported  amendments  thereto  which  we  believe  are  in 
the  spirit  of  the  bill  and  would  perfect  it.  We  have  one  reservation 
however. 

The  one  criticism  of  this  bill  which  we  wish  to  record  strenuously 
concerns  the  provisions  involved  in  the  taxing  of  civil  service  and 
Foreign  Service  annuities. 

For  many  years,  we  have  advocated  the  removal  of  all  income  taxes 
on  civil  service  and  Foreign  Service  annuities.  In  support  of  our 
position,  we  have  cited  the  case  of  pensions  under  the  Railroad  Retire- 
ment and  the  Social  Security  Acts.  With  regard  to  the  railroad 
retirement  system,  the  exemption  from  income  taxes  was  included 
specifically  in  the  statute  setting  up  that  system. 

In  the  case  of  social  security  pensions,  the  exemption  took  place 
through  the  application,  by  the  Internal  Revenue  Service,  of  a  Supreme 
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Court  decision.  In  both  cases,  no  Federal  income  taxes  at  all  are  paid 
on  annuities. 

We  think  no  income  taxes  should  be  paid  on  civil  service  annuities. 

We  request  that  the  Federal  Government,  therefore,  discontinue  cur- 
rent discrimination  against  Federal  employees  whose  annuities  are 
taxed  as  income. 

We  request  it  because  we  believe  Federal  employees  should  not  suffer 
discrimination  from  the  Federal  Government  solely  because  they  are 
Federal  employees.  We  quote  President  J ohnson  who  said  the  follow- 
ing in  his  message  to  Congress  on  March  7, 1966 : 

Among  the  many  blessings  which  Americans  can  count  is  a  corps  of  federal 
civil  servants  that  is  unequalled  anywhere  in  the  world.  Honest,  intelligent,  effi- 
cient, and — above  all — dedicated,  these  men  and  women  represent  a  national 
resource  and  a  national  asset. 

These  men  and  women  certainly  deserve  of  their  country  treat- 
ment equal  to  social  security  and  Kailroad  Eetirement  Act  pensioners. 
Their  annuities,  therefore,  should  not  be  taxed. 

Thank  you,  Mr.  Chairman,  for  this  opportunity  to  outline  our 
position  on  this  bill  and  to  suggest  certain  additional  changes  in  the 
existing  social  security  insurance  and  benefit  system. 

And  if  there  be  any  questions,  Dr.  Yoss  and  Mr.  Koczak  will  be 
happy  to  attempt  to  answer  them. 

The  Chairman.  Mr.  Walters,  we  appreciate  you  gentlemen  com- 
ing and  appreciate  your  making  the  statement  in  the  absence  of  Mr. 
Griner. 

Mr.  Walters.  Thank  you. 

The  Chairman.  Relate  to  him  our  regrets  over  his  inability  to  be 
present. 

Mr.  Walters.  I  surely  will  do  that. 

The  Chairman.  And  tell  him  that,  as  usual,  you  have  done  an  out- 
standingly good  job  in  presenting  the  views  of  your  organization. 
Mr.  Walters.  Thank  you,  sir. 
The  Chairman.  Any  questions  ? 
Mr.  Broyhill.  Mr.  Chairman. 
The  Chairman.  Mr.  Broyhill. 

Mr.  Broyhill.  Mr.  Chairman,  having  been  a  member  of  the  Post 
Office  and  Civil  Service  Committee  for  11  years  and  a  representative 
of  a  district  that  probably  has  more  Federal  employees  in  the  coun- 
try than  any  other  member's  district  has,  I  want  to  command  Mr. 
Griner  and  Mr.  Walters,  in  his  absence,  and  the  leadership  of  the 
American  Federation  of  Government  Employees  for  the  tremendous 
contribution  it  has  made  to  the  welfare  of  Federal  employees  and  let's 
say  the  best  interests  of  good  Federal  employee  legislation. 

Mr.  Walters.  Thank  you. 

Mr.  Broyhill.  The  parts  of  this  legislation  that  you  are  support- 
ing you  have  been  advocating  for  a  number  of  years.  I  don't  know 
but  what  I  couldn't  give  your  organization  a  large  part  of  the  credit 
for  their  being  included  in  the  administration  proposal. 

You  know,  from  time  to  time  there  have  been  those  who  have  ad- 
vocated Federal  employees  being  brought  under  social  security.  In 
fact  as  recently  as  yesterday  one  of  the  organizations  testifying  advo- 
cated social  security  for  all  Federal  employees  on  a  compulsory  basis. 

Now,  you  have  testified  here  in  support  of  the  Karsten  bill  which 
would  make  it  optional.   You  have  also  testified  in  favor  of  the  pro- 
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posal  which  you  yourself  have  proposed  in  the  past  that  would  take 
care  of  this  gap  of  the  first  5  years  and  for  Federal  employees  who  are 
not  covered  by  either  social  security  or  civil  service,  particularly  so 
far  as  survivors  are  concerned.  But  would  your  organization  support 
any  proposal  that  would  make  social  security  compulsory  for  the  Fed- 
eral employee  ? 

Mr.  Walters.  Not  at  this  time,  Mr.  Broyhill.  In  fact,  we  hope 
that  the  time  will  never  arrive  when  social  security  will  begin  to  move 
in  and  absorb  the  Federal  retirement  system.  We  believe  there  is 
ample  room  and  justification  for  both  systems  and  we  certainly  don't 
want  to  see  any  legislation  move  in  the  direction  of  the  elimination  of 
the  Federal  retirement  system  by  absorbing  it  under  social  security. 

Mr.  Broyhill.  I  don't  think  there  is  any  question  but  what  the 
overwhelming  majority  of  Federal  employees  share  that  concern. 
They  would  like  the  civil  service  system  to  be  left  intact  as  a  separate 
system.  I  think  we  are  certainly  proper  in  considering  the  gap  that 
now  exists  between  the  protection  for  the  survivors  of  civil  service 
employees  and  the  survivors  of  employees  covered  by  social  security, 
particularly  when  the  Federal  Government  itself  did  not  make  pro- 
visions in  either  system  for  employees  in  the  first  5  years. 

You  always  proceed  with  some  caution  in  that  direction  for  fear  that 
once  you  open  the  door  and  start  providing  some  social  security  cover- 
age for  Federal  employees  it  might  leave  the  gate  open  too  far  and 
others  would  come  through  and  say,  "Well,  let's  bring  them  under  the 
system  in  its  entirety." 

Mr.  Walters.  You  certainly  expressed  it  100  percent  the  way  that  I 
feel.  It  is  like  the  old  saying  if  you  pull  the  finger  out  of  the  dike 
you  may  not  be  able  to  stop  it  up.  But  we  believe  that  the  short-term 
people,  and  especially  the  low-income  people,  have  suffered  great 
financial  loss  by  not  being  able  to  transfer  this  credit  and  either  receive 
social  security  or  the  Federal  retirement  system. 

Mr.  Broyhill.  I  think  we  had  a  similar  area  of  concern  when  we 
considered  the  Medicare  Act  and  provision  for  the  Federal  employee 
in  that  legislation.  The  Federal  employee  who  retired  after  1960  is 
the  only  American  citizen  that  is  not  included  under  part  1  of  the 
Medicare  Act  . 

I  think  it  is  discrimination.  Yet  I  was  concerned  at  the  time  we 
considered  that  particular  part  of  the  problem  in  this  committee  that 
if  we  blanketed-in  all  retired  Federal  employees  under  the  Medicare 
Act  and  future  retired  Federal  employees,  or  Federal  employees  65 
and  over,  it  might  again  open  the  door  to  compulsory  social  security 
for  all  employees. 

I  think  we  have  to  correct  that  inequity  that  now  exists  in  that  the 
retired  Federal  employee  after  1960  is  the  only  one  that  is  excluded. 

Of  course,  that  is  a  retired  employee  that  has  hospitalization  insur- 
ance that  has  been  provided  by  the  Federal  Government.  I  think  we 
have  to  correct  that  inequity  because  we  are  providing  assistance  for 
all  American  citizens  in  part  B  by  additional  $3  per  person  or  $6  per 
couple  and  this  is  not  advantageous  to  retired  Federal  employee  and 
does  not  come  under  medicare  because  he  will  be  duplicating  his  in- 
surance coverage. 

Assistant  Secretary  of  Health,  Education,  and  Welfare,  Mr.  Cohen, 
stated  that  he  felt  there  was  an  inequity  there  and  it  should  be 
corrected. 
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My  concern,  Mr.  Walters,  if  we  do  bring  this  Federal  employee  un- 
der medicare  and  correct  this  deficiency,  is  whether  it  would  then 
follow  that  future  Federal  employees  would  be  covered,  or  future 
employees  as  they  reach  65  years  of  age  come  under  the  compulsory 
payroll  tax  as  well.  Would  you  favor  that  or  have  you  considered 
that  probability  ? 

Mr.  Walters.  Well,  we  haven't  considered  it  perhaps  as  much  as  we 
should,  but  I  am  a  strong  believer  in  paying  for  whatever  benefits  we 
receive.  I  am  not  in  favor  of  making  the  Federal  employee  the  per- 
son who  makes  most  of  the  payments  and  gets  the  smaller  end  of  the 
benefit,  but  we  do  feel  that  there  should  be  some  way  to  work  out  for  all 
Federal  employees. 

As  you  so  ably  stated,  this  is  the  only  group  of  people  that  are  not 
now  eligible  to  be  under  the  medicare  program,  both  A  and  B.  We  do 
feel  that  the  Federal  employees  should  be  eligible  to  come  under  part 
B  when  they  reach  65  or  older,  as  we  stated  in  our  statement,  that  they 
should  be  rendered  eligible  to  enroll  in  the  medicare  basic  hospital 
insurance  plan. 

Now,  I  am  sure  that  you  are  well  aware  that  perhaps  some  30  or  40 
percent  of  the  Federal  employees  now  on  the  payroll  are  perhaps  eligi- 
ble for  the  basic  plan  of  the  medicare  program. 

Mr.  Broyhill.  Of  course,  whether  a  citizen  was  covered  by  social 
security  or  not  prior  to  enactment  of  the  medicare  bill,  he  got  the 
coverage  automatically. 

Mr.  Walters.  That  is  right. 

Mr.  Broyhill.  The  retired  Federal  employee  after  1960  had  to  be 
under  social  security  to  receive  the  benefit.  The  administration  last 
year  did  recommend,  and  several  of  us  introduced  bills  to  carry  out 
those  recommendations,  to  make  it  optional  for  Federal  employees  to 
come  under  the  medicare  program  prior  to  January  1,  1969.  After 
that  date,  it  would  cost  them  and  all  Federal  employees  would  then  be 
subjected  to  the  medicare  payroll  tax. 

I  would  like  your  organization  to  study  that  proposal — I  am  not 
asking  you  for  an  answer  at  the  moment — and  let  me  have  your  views 
on  it  pro  and  con  on  this  whole  medicare  complex  insofar  as  Federal 
employees  are  concerned. 

There  are  inequities  and  I  think  we  should  correct  them  and  I  am 
just  doubtful  as  to  whether  we  should  push  them  all  under  the  medicare 
program. 

Mr.  Walters.  I  will  be  happy  to  help  prepare  and  furnish  you  with 
a  detailed  statement  of  the  position  of  the  American  Federation  of 
Government  Employees  on  that  subject. 

(The  information  requested  was  not  received  by  the  committee  at 
the  time  of  printing.) 

Mr.  Broyhill.  Thank  you. 

Mr.  Walters.  With  your  permission. 

Mr.  Ullman  (presiding).  Are  there  any  other  questions? 

We  thank  you  very  much,  Mr.  Walters,  for  your  testimony. 

Mr.  Walters.  Thank  you,  sir. 
.  Mr.  Ullman.  Mr.  Goodman,  we  welcome  you  to  the  committee. 
For  the  record  will  you  please  identify  yourself  and  your  colleagues. 
With  the  understanding  that  your  full  statement  will  be  in  the  rec- 
ord, you  may  proceed  as  you  see  fit,  sir. 
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STATEMENT  OF  DAVID  SILVERG-LEID,  SECRETARY-TREASURER, 
ACCOMPANIED  BY  BEN  SUFIAN,  EXECUTIVE  VICE  PRESIDENT; 
AND  EDWARD  L.  BOWLEY,  SECRETARY-TREASURER  OF  HEALTH 
BENEFIT  PLAN,  NATIONAL  POSTAL  UNION 

Mr.  Silvergleid.  Thank  you,  Mr.  Chairman.  My  name  is  not  Sid- 
ney A.  Goodman.    He  couldn't  be  with  us  this  morning. 

My  name  is  David  Silvergleid,  secretary-treasurer  of  the  National 
Postal  Union,  and  I  have  with  me  our  executive  vice  president,  Ben 
Sufian,  and  to  my  right  the  secretary-treasurer  of  our  health  benefit 
plan,  Edward  L.  Bowley. 

Mr.  Ullman.  Thank  you.    You  may  proceed. 

Mr.  Silvergleid.  If  it  please,  Mr.  Chairman,  listening  to  some  of 
the  testimony  this  morning  I  recognize  if  I  were  to  read  the  entire 
statement  it  would  be  repetitious  to  some  extent  and  with  your  indul- 
gence I  would  like  to  submit  it  for  the  record  and  just  touch  on  some 
of  the  highlights. 

Mr.  Ullman.  Without  objection  it  will  appear  in  the  record.  We 
do  appreciate  your  summarizing  and  avoiding  repetition.  Thank 
you.    You  may  proceed. 

Mr.  Silvergleid.  I  would  like  to  say,  first,  with  reference  to  the 
subject  of  medicare  for  Federal  employees,  we  strongly  urge  the 
committee  consider  applying  medicare  to  retired  Federal  workers  be- 
cause my  recollection  is  that  when  the  bill  was  originally  passed  Fed- 
eral retirees  at  that  time  were  classed  with  traitors  and  felons  in  being 
excluded  and  I  think  it  was  brought  to  the  attention  of  the  committee 
and  of  course  they  hastened  to  assure  our  people  that  they  were  not 
included  in  that  category. 

But  I  would  like  to  say  in  response  to  the  question  raised  by  Con- 
gressman Broyhill  about  a  payroll  tax  that  under  present  conditions 
the  amount  of  premiums  paid  by  retirees  to  their  union  health  benefit 
plans  or  to  the  Government- wide  health  benefit  plans  is  so  great  and 
is  in  danger  of  increasing  so  rapidly  because  of  rising  hospital  and 
medical  costs  that  conceivably  a  portion  of  that  premium  could  be 
utilized  as  a  payroll  tax  for  medicare  coverage,  because  under  those 
conditions  they  would  no  longer  require  the  full  coverage  they  now 
need  under  our  employee  health  plans  and  Government- wide  health 
plans. 

I  think  this  is  something  to  think  about.  It  may  not  be  entirely 
feasible,  but  it  at  least  might  answer  the  question  of  a  payroll  tax 
for  retirees. 

Now,  with  respect  to  H.E.  5710,  it  provides  as  far  as  Federal  em- 
ployees are  concerned  for  a  transfer  of  credit  for  Federal  workers 
who  through  no  fault  of  their  own  can  neither  receive  a  Federal  Civil 
Service  retirement  pension  nor  social  security.  This  is  a  very  unfortu- 
nate gap  and  we  are  in  full  accord  with  the  provision  of  H.E.  5710 
which  proposes  to  correct  this.  We  are  also  in  full  accord  with  a 
provision  which  for  some  reason  does  not  appear  in  this  bill,  a  provi- 
sion which  would  guarantee  that  Federal  workers  on  either  death, 
separation,  or  disability  would  receive  at  least  the  equivalent  as  work- 
ers in  private  industry  receive  under  social  security. 

There  too,  Mr.  Chairman,  a  very  unfortunate  gap  has  developed. 
For  some  reason  the  worker  in  private  industry  with  up  to  perhaps 
19  years  of  service  in  the  event  of  his  unfortunate  or  untimely  death 
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or  disability  will  be  able  to  make  considerably  better  provision  for 
himself  and  his  survivors  than  a  worker  for  the  Federal  Government 
who  has  put  in  that  much  service,  so  we  feel  that  that  is  something 
this  committee  should  consider. 

I  might  add  that  it  is  included  in  H.R.  6784,  a  bill  which  is  being 
considered  by  the  Subcommittee  on  Retirement,  Insurance,  and  Health 
Benefits  of  the  House  Post  Office  and  Civil  Service  Committee. 

I  might  add  also  that  they  concluded  hearings  I  believe,  or  just  about 
concluded  them,  on  that  measure  and  we  have  testified  in  full  support 
of  that  proposal. 

However,  Mr.  Chairman,  these  are  two  gaps  which  in  our  opinion 
represent  a  piecemeal  approach  to  the  entire  issue  of  Federal  employees 
and  social  security,  and  this  is  why  we  strongly  support  and  urge  that 
this  committee  consider  the  bill  introduced  not  only  by  Congressman 
Karsten,  H.R.  3771,  but  the  companion  bills  introduced  as  well  by  two 
other  distinguished  members  of  this  committee,  Congressman  Broy- 
hill  and  Congressman  J ack  Gilbert.  We  are  in  full  accord  with  the 
purposes  and  objectives  of  H.R.  3771  and  respectfully  request  its 
favorable  consideration  by  this  committee.  H.R.  3771  should  finally 
resolve  the  question  of  coverage  under  the  social  security  system  of  the 
single  largest  group  of  employees  in  the  United  States  who  have  until 
now  been  denied  this  privilege. 

As  stated  by  a  former  member  of  this  committee,  Congressman 
Eugene  Keogh  of  my  own  borough  of  Brooklyn,  during  the  89th 
Congress,  and  I  quote — 

Our  Federal  Government  as  the  largest  single  employer  in  the  United  States, 
can  ill  afford  to  continue  in  the  anomolous  position  of  refusing  to  permit  its 
employees  this  protection  which  it  has  afforded  to  95  percent  of  all  the  other 
citizens  of  the  United  States. 

I  think  the  issue  of  H.R.  3771  has  been  fully  presented  to  this  com- 
mittee by  previous  witnesses  so  I  won't  go  into  details,  but  I  would  like 
to  emphasize  this  one  fact. 

In  his  testimony  before  the  House  Subcommittee  on  Retirement, 
Insurance,  and  Health  Benefits  this  week  the  U.S.  Civil  Service  Com- 
mission Chairman,  John  W.  Macy,  Jr.,  in  supporting  the  legislation 
stated  for  the  record  that  it  would  involve  an  overall  cost,  a  leveled- off 
annual  cost,  if  you  please,  of  $280  million  a  year. 

Now,  we  have  absolutely  no  doubt  that  in  the  very  near  future  if  the 
legislation  is  enacted  there  will  be  a  recommendation  from  the  adminis- 
tration which  will  attempt  to  impose  an  additional  tax — we  call  it  a 
tax  now — a  further  deduction  from  Federal  employees  as  a  contri- 
bution to  the  U.S.  Civil  Service  retirement  fund. 

It  is  our  position,  Mr.  Chairman,  that  all  this  can  be  avoided  by  the 
adoption  of  H.R.  3771  because  3771  will  give  every  Federal  employee 
the  option  of  deciding  whether  he  wants  to  go  under  social  security  and 
pay  for  it,  and  it  is  our  understanding  on  the  basis  of  the  record  sub- 
mitted here  that  3771  will  not  cost  the  U.S.  Government  one  additional 
penny. 

The  employees  will  pay  the  payroll  tax,  and  according  to  the  Chief 
Actuary  of  the  Social  Security  Administration  this  will  suffice  to  keep 
the  fund  at  a  solvent  position. 

I  sincerely  appreciate  your  courtesy  and  consideration  in  listening 
and  the  opportunity  to  present  our  position. 

We  thank  you  very  much. 
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(The  statement  referred  to  follows :) 
Statement  of  Sidney  A.  Goodman,  Pkesident,  National  Postal  Union 

My  name  is  Sidney  A.  Goodman,  and  I  am  privileged  to  serve  as  President  of 
National  Postal  Union,  located  at  509-  14th  Street,  Northwest,  Washington,  D.C. 
We  represent  more  than  60,000  postal  employees,  organized  in  excess  of  500  Local 
affiliates  in  50  States,  as  well  as  Puerto  Rico  and  the  District  of  Columbia. 

At  the  outset,  we  wish  to  express  our  sincere  appreciation  for  the  oppor- 
tunity afforded  us  to  present  our  views.  It  is  not  our  intention  to  discuss  the 
features  of  H.R.  5710  dealing  with  the  Social  Security  System  in  general.  With 
the  Chairman's  indulgence,  we  shall  confine  our  testimony  to  that  feature  of  H.R. 
5710  dealing  with  social  security  credit  for  federal  employment,  and  shall  submit 
three  other  recommendations  affecting  federal  employees  for  this  Committee's 
consideration. 

We  are  in  full  accord  with  the  Administration's  recommendation  to  provide 
social  security  credit,  through  transfers  of  credit,  for  the  Federal  employment 
of  workers  whose  Federal  service  is  subject  to  the  Civil  Service  or  Foreign  Serv- 
ice retirement  system,  if  benefits  are  not  payable  to  the  workers  or  their  families 
under  the  staff  system  at  the  time  they  retire,  become  disabled,  or  die.  The  rate 
of  turnover  of  personnel  in  the  Postal  Service  particularly,  has  been  so  great  in 
recent  years  that  it  has  resulted  in  large  groups  of  employees  who  do  not  acquire 
eligibility  under  the  Civil  Service  Retirement  Act.  Recently,  the  Post  Office 
Department  announced  that  it  was  compelled  to  hire  180,000  employees  in  order 
to  retain  approximately  80,000.  Employees  in  this  category  were  also  deprived 
of  social  security  benefits  because  under  present  law,  while  they  must  pay 
F.I.C.A.,  they  do  not  come  under  the  social  security  system  while  employed  by 
the  Government.  In  addition,  federal  employees  who  died  or  became  disabled 
while  in  federal  service,  but  who  had  not  acquired  at  least  five  years  of  such 
service,  were  similarly  not  eligible  for  any  benefits  to  themselves  or  their  fam- 
ilies under  the  Social  Security  System. 

H.R.  5710  proposes  to  transfer  credits  from  federal  service  to  social  security 
in  order  to  eliminate  the  serious  gap  that  currently  exists  for  workers  who  do  not 
achieve  at  least  five  years  in  the  service  of  their  government.  We  emphasize — 
we  are  in  full  accord  with  this  proposal. 

(Wej  would  suggest  that  the  Committee  consider  at  the  same  time  a  related 
proposal,  guaranteeing  that  federal  workers  and  their  survivors  who  qualify 
under  the  Civil  Service  and  Foreign  Service  retirement  systems  will  receive 
benefits  that  are  at  least  at  the  level  that  would  have  been  payable  if  their  fed- 
eral employment  had  been  covered  under  sociay  security.  Under  present  law, 
although  federal  workers  contribute  more  to  the  Civil  Service  retirement  system 
than  workers  in  private  industry  contribute  to  the  Social  Security  System,  the 
benefits  for  at  least  the  first  15  years  of  service  are  heavily  slanted  in  favor  of 
those  under  social  security.  By  providing  for  a  proper  transfer  of  credits  be- 
tween the  two  systems,  this  discriminatory  element  would  be  eliminated,  and 
federal  workers  would  be  guaranteed  at  least  the  same  benefits  currently  being 
received  by  workers  in  private  industry. 

We  would  also  urge  that  the  Committee  give  favorable  consideration  to  the 
inclusion  of  retired  federal  employees  under  the  Medicare  provisions  of  the  So- 
cial Security  Act.  Here  again,  for  some  inexplainable  reason,  other  than  the 
specious  rationale  that  federal  employees  had  an  opportunity  to  be  covered 
under  the  Federal  Employees  Health  Benefits  Act  of  1959,  retired  federal  workers 
were  ommitted  from  the  Medicare  coverage  guaranteed  all  other  retirees.  Fed- 
eral employees,  unless  they  had  secondary  jobs  in  private  industry,  were  not 
permitted  coverage  under  the  social  security  system.  Their  current  exclusion 
is  discriminatory  and  certainly  not  in  keeping  with  the  intent  of  Medicare  to 
provide  senior  citizens  with  reasonable  hospital  and  medical  faciltes. 

optional  social  secueity  for  federal  employees 

We  wish  to  express  our  appreciation  to  Congressmen  Frank  M.  Karsten,  Joel 
T.  Broyhill  and  Jacob  H.  Gilbert,  distinguished  Members  of  this  Committee,  who 
have  sponsored  bills  to  permit  federal  employees  to  elect  to  come  under  the 
Federal  Social  Insurance  System  established  by  Title  II  of  the  Social  Security 
Act.  H.R.  3771,  introduced  by  Congressman  Karsten,  is  identical  to  the  measures 
introduced  over  a  period  of  years  by  a  former  distinguished  Member  of  the  Com- 
mittee, the  Honorable  Eugene  J.  Keogh. 
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We  are  in  full  accord  with  the  purposes  and  objectives  of  H.R.  3771  and  respect- 
fully request  its  favorable  consideration  by  this  Committee. 

H.R.  3771  should  finally  resolve  the  question  of  coverage  under  the  social 
security  system  of  the  single  largest  group  of  employees  in  the  United  States  who 
have  until  now  been  denied  this  privilege.  For  more  than  16  years  this  subject 
has  been  thoroughly  reviewed  and  investigated  by  boards  and  bureaus,  committees 
and  commissions,  both  in  and  out  of  Congress,  without  reaching  the  stage  of 
actual  consideration  by  this  Committee. 

As  stated  by  former  Congressman  Keogh  in  an  address  to  the  House  of  Repre- 
sentatives during  the  89th  Congress.  "Our  Federal  Government,  as  the  largest 
single  employer  in  the  U.S.,  can  ill  afford  to  continue  in  the  anomalous  position 
of  refusing  to  permit  its  employees  this  protection  which  it  has  afforded  to  95% 
of  all  the  other  citizens  of  the  United  States." 

H.R.  3771  provides  federal  employees  may  make  a  choice  as  to  whether  or  not 
they  will  come  under  the  social  security  system  in  addition  to  their  Civil  Service 
retirement.  New  employees  would  have  two  years  from  the  date  of  their  em- 
ployment within  which  to  file  a  certificate  indicating  their  desire  for  such  cover- 
age. Existing  employees  would  likewise  have  two  years  to  make  such  a  selec- 
tion. This  election  generally  can  be  retroactive  for  a  one  year  period  if  the  em- 
ployee so  chooses  and  if  he  pays  the  tax  due.  In  addition,  in  order  that  employees 
might  have  a  further  opportunity,  because  of  changed  family  or  financial  con- 
ditions, to  elect  coverage,  the  Bill  provides  that  at  the  end  of  a  five  year  period, 
each  employee  will  have  one  further  chance  within  six  months  to  elect  coverage. 

H.R.  3771  further  provides  that  the  employee  shall  pay  the  employee  tax 
without  any  contribution  by  the  federal  government.  This  precedent  was  estab- 
lished in  Public  Law  89-97  which  extended  social  security  coverage  to  iy2  million 
individuals  who  received  earnings  in  the  form  of  tips  and  gratuities.  At  that 
time,  the  Chief  Actuary  of  the  Social  Security  Administration  testified  that 
acceptance  of  the  employee  tax  only  was  an  actuarially  sound  solution.  We 
believe  this  would  be  equally  true  in  the  case  of  coverage  of  federal  employees. 

In  conclusion,  we  again  express  our  sincere  appreciation  for  this  opportunity 
to  present  our  views.  We  are  confident  that  federal  employees  will  not  be  over- 
looked in  the  final  measure  reported  by  this  Committee. 

Mr.  Ullman.  Mr.  Silvergleid,  we  appreciate  your  testimony.  Hav- 
ing heard  you  I  can  understand  better  why  our  very  distinguished  ex- 
colleague,  Gene  Keogh,  was  such  an  avid  supporter  of  the  proposal 
that  you  have  advocated  here  today. 

Are  there  any  questions  of  Mr.  Silvergleid  ? 

If  not,  we  certainly  thank  you  and  your  colleagues  for  making  this 
fine  statement  today. 
Mr.  Silvergleid.  Thank  you. 
Mr.  Broyhill.  Mr.  Chairman. 
Mr  Ullman.  Mr.  Broyhill. 

Mr.  Broyhill.  On  behalf  of  the  National  Association  of  Ketired 
Civil  Service  Employees  I  would  like  to  make  a  request  of  the  Com- 
mittee to  permit  their  statement  to  be  filed  for  the  record.  They  were 
unable  to  ask  for  permission  to  testify  earlier  enough  before  the  list 
of  witnesses  was  closed  out,  so  I  would  like  to  make  that  request  for 
unanimous  consent. 

Mr.  Ullman".  Without  objection  that  will  be  made  a  part  of  the 
record. 

(The  statement  referred  to  follows :) 

Statement  of  Clarence  M.  Tarr,  President  of  the  National  Association  of 
Retired  Civil  Employees 

Mr.  Chairman,  my  name  is  Clarence  M.  Tarr  and  I  am  President  of  the  Na- 
tional Association  of  Retired  Civil  Employees.  Our  association  has  more  than 
133,000  members,  principally  retired  civilian  employees  of  the  United  States,  but 
including  some  of  their  dependents  and  survivors  and  widows  of  employees  who 
died  in  the  service.  We  have  more  than  1,000  Chapters  throughout  the  United 
States.  We  speak  for  more  than  500,000  retired  Federal  employees  and  more  than 
250,000  dependents  and  survivors  of  former  Federal  employees.   We  are  in  favor 
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of  most  of  the  provisions  of  H.R.  5710,  but  recommend  amendments  to  eliminate 
proposed  inequities. 

INCREASE   IN    SOCIAL   SECURITY  BENEFITS 

We  endorse  the  general  purpose  of  Title  I  of  the  Bill,  which  would  provide  an 
immediate  increase  in  social  security  benefits,  with  further  increases  to  become 
effective  during  the  next  seven  years  by  bringing  higher  salaries  under  social  se- 
curity coverage.  These  liberalizations  would  enable  the  Social  Security  retire- 
ment system  to  play  an  even  more  important  role  in  providing  adequate  incomes 
for  our  elderly  citizens. 

Titles  II,  III  and  IV  are  not  particularly  significant  to  most  of  our  members 
and  we  withhold  comments. 

FEDERAL   INCOME  TAX 

Title  V  of  the  bill  is  headed  "Tax  Treatment  for  the  Aged,"  and  purports  to 
be  responsive  to  the  President's  recommendations  that — 

"The  tax  structure  for  senior  citizens  be  completely  overhauled,  simplified, 
and  made  fairer,"  and  "Existing  tax  discrimination  against  the  older  Americans 
who  are  willing  and  a'ble  to  work  be  eliminated." 

EQUALITY  IN   TAX  BENEFITS,   OUR  GOAL 

These  are  goals  we  have  sought  for  many  years.  As  we  have  pointed  out  to 
members  of  this  Committee  on  many  occasions,  beneficiaries  under  the  civil 
service  retirement  system  are  victims  of  discrimination  in  favor  of  beneficiaries 
under  the  social  security  and  railroad  retirement  systems.  All  social  security 
benefits,  ranging  up  to  $1,630  per  person,  and  now  proposed  to  be  increased  to 
at  least  $1,875  per  person,  and  all  railroad  retirement  benefits,  ranging  up  to 
even  higher  levels,  are  now  exempted  from  income  taxes  while  civil  service 
retirement  benefits  must  be  reported  as  taxable  income.  Our  Association  has 
urged  consistently  that  civil  service  retirement  benefits  should  be  exempt  from 
income  taxes  the  same  as  social  security  and  railroad  retirement  and  we  still 
adhere  to  this  principle. 

As  the  result  of  our  effort,  joined  with  the  efforts  of  retired  teachers,  retired 
policemen  and  firemen,  and  others,  the  retirement  income  credit  was  authorized 
in  1954,  and  extended  partial  relief  on  up  to  $1,200  of  retirement  income.  In 
1964,  the  credit  was  increased  to  $1,524,  for  an  individual,  and  to  $2,286  for  a 
married  couple  over  65  years  of  age  where  only  one  could  qualify  for  it.  This  was 
a  great  help,  but  the  involved  computations  proved  to  be  difficult  for  a  great  many 
taxpayers. 

When  the  President  announced  that  he  would  recommend  that  the  tax  laws 
be  overhauled  to  make  them  simpler  and  more  fair,  we  were  encouraged  that 
equal  tax  advantages  would  be  provided  without  the  burdensome  computations 
of  the  retirement  income  credit. 

NEW  PROPOSALS 

We  were  amazed  to  learn  that  H.R.  5710,  which  was  supposed  to  reflect  the 
President's  recommendations,  proposes  for  persons  who  have  attained  65  years 
of  age — 

1.  Repeal  of  the  retirement  income  credit,  which  extends  Federal  income 
tax  relief  on  up  to  $1,524  of  retirement  income  for  an  individual,  up  to 
$3,048  for  a  married  couple  where  both  can  qualify  for  the  credit,  and  up  to 
$2,286  for  a  couple  where  only  one  can  qualify. 

2.  Repeal  of  the  added  personal  exemption  after  65  years  of  age,  in  the 
amount  of  $600  for  an  individual  and  $1,200  for  a  married  couple. 

3.  Taxing  social  security  and  railroad  retirement  benefits  the  same  as  any 
other  income,  with  exceptions. 

4.  Granting  a  "special  exemption"  of  $2,300  in  income  for  each  taxpayer 
who  has  reached  age  65  ($4,000  if  a  married  couple  and  both  are  65  years 
of  age),  restricted  to  individuals  with  total  income  not  in  excess  of  $5,600, 
and  married  couples  with  income  not  in  excess  of  $11,200.  According  to  the 
bill,  each  individual  taxpayer  would  lose  one  dollar  of  this  special  exemption 
for  each  dollar  of  total  income  in  excess  of  $5,600  per  year,  except  that  it 
would  not  be  reduced  below  one-third  of  his  social  security  and  railroad 
retirement  benefits.  In  the  case  of  a  married  couple,  where  both  are  65 
years  of  age,  the  reduction  would  be  one  dollar  for  each  dollar  of  total 
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income  in  excess  of  $11,200,  except  that  it  would  not  be  reduced  below  one 
third  of  the  couple's  joint  social  security  and  railroad  retirement  benefits. 
There  is  simplification  in  these  proposals  for  many  who  will  not  have  to  worry 
with  the  computations  of  the  retirement  income  credit.  The  new  special  exemp- 
tion will  offset  the  loss  of  the  retirement  income  credit  and  the  extra  personal 
exemption  at  age  65  in  many  cases.  However,  these  proposals  do  not  correct  the 
discrimination  against  beneficiaries  under  the  civil  service  retirement  system, 
and  the  proposed  penalty  to  persons  with  higher  incomes  is  most  objectionable. 

DISCRIMINATION  CONTINUED 

Contrary  to  the  President's  announced  intention  to  propose  a  "fairer"  tax 
structure,  the  provisions  of  H.R.  5710  would  grant  an  exemption  of  at  least  one 
third  of  all  social  security  and  railroad  retirement  income  from  Federal  income 
taxes,  regardless  of  the  total  income  of  taxpayers,  without  any  comparable 
exemption  of  civil  service  retirement  income.  These  provisions  are  likewise 
discriminatory  against  taxpayers  who  rely  on  interest,  dividends  and  rentals  for 
their  retirement  income. 

POLICY  CHANGE  OBJECTIONABLE 

•Our  most  important  objection,  however,  is  directed  at  the  proposed  change  in 
the  basic  policy  of  our  Federal  tax  structure.  In  all  income  tax  laws  we  have 
observed  two  fundamental  principles,  namely  (1)  that  as  equal  citizens,  each 
is  entitled  to  the  same  personal  exemptions,  and  (2)  that  income  in  excess  of  the 
personal  exemptions,  less  allowable,  deductions,  is  to  be  taxed  under  graduated 
scales,  whereby  the  one  most  able  to  pay  is  taxed  at  the  highest  rates.  It  is  freely 
acknowledged  that  this  is  a  penalty  assessed  on  diligence  in  earning,  thrift  in 
saving  money,  and  prudence  in  investments,  but  the  penalty  is  justified  because 
the  industrious  thrifty  prudent  individual  can  best  meet  the  tax  burden.  The 
proposals  in  H.R.  5710,  however,  would  more  than  double  the  penalty  on  diligence, 
thrift  and  prudence.  The  taxpayer  who  has  increased  his  income  through  dili- 
gence, thrift  and  prudence  is  proposed  to  be  assessed  not  only  at  the  higher  rates, 
but  is  slated  also  to  lose  his  personal  exemptions  which  will  compel  him  to  pay 
additional  taxes  in  a  still  higher  tax  bracket. 

Our  members  realize  that  this  unprecedented  reversal  in  Federal  tax  policy 
would  initially  affect  only  a  relatively  few  taxpayers — estimated  at  one  fourth 
of  those  who  have  reached  the  age  of  65  years.  The  immediate  effect  of  thjB 
provisions  in  H.R.  5710  would  be  to  reduce  taxes  for  three  out  of  four  taxpayers, 
and  to  balance  this  by  increasing  the  taxes  of  the  other  fourth  by  enough  to 
offset  all  of  the  reductions.  At  first  glance,  it  would  seem  that  three-fourths  of 
our  people  should  jump  at  the  chance  to  profit  at  the  expense  of  the  other  fourth. 
But  our  members  are  looking  further  ahead.  If  we  can  penalize  one  fourth  of  our 
taxpayers  by  depriving  them  of  equal  exemptions  today,  we  can  penalize  another 
fourth  by  further  deprivation  of  exemptions  tomorrow.  Also,  if  we  can  penalize 
our  senior  citizens  by  depriving  them  of  personal  exemptions  in  1967,  we  can 
extend  the  principle  to  persons  under  65  years  of  age  in  later  years. 

Equal  Tax  Treatment  Recommended 

In  order  to  preserve  historical  principles  of  fairness  in  our  Federal  income  tax 
laws,  we  recommended  that  both  of  the  above  objections  be  met  by  giving  the 
proposed  additional  exemption  to  all  taxpayers  over  65  years  of  age,  regardless 
of  total  income. 

We  are  also  concerned  with  proposals  in  H.R.  5710  for  persons  who  have  not 
yet  reached  the  age  of  65  years.  Under  present  laws,  retired  persons  receiving 
annuities  under  a  government  retirement  system,  such  as  the  Civil  Service 
Retirement  Act,  are  granted  a  retirement  income  credit  in  the  amount  of  $1,524 
per  individual,  reduced  by  any  tax-free  retirement  income  received  (such  as 
social  security  and  railroad  retirement  benefits)  and  further  reduced  if  their 
earnings  exceed  certain  levels.  In  lieu  of  the  present  retirement  income  credit, 
H.R.  5710  would  give  retired  persons  under  65  years  of  age  a  "retirement  income 
deduction"  in  the  amount  of  $1,600  or  the  total  of  his  social  security,  railroad 
retirement  and  annuities  under  a  government  retirement  system,  if  such  total 
is  less  than  $1,600.  This  retirement  income  deduction  would  be  reduced  one  dol- 
lar for  each  dollar  of  total  income  in  excess  of  $5,600,  but  could  not  be  reduced 
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below  one  third  of  the  total  social  security  and  railroad  retirement  benefits. 
In  the  case  of  married  taxpayers,  the  provisions  would  apply  to  both,  and  the 
retirement  income  deduction  would  start  to  be  reduced  when  the  joint  income 
increased  above  $11,200. 

This  proposal  differs  from  the  proposal  for  taxpayers  over  65  years  of  age 
in  that  it  is  not  a  matter  of  a  personal  exemption  but  an  additional  deduction. 
This  is  quite  proper,  for  the  simple  reason  that  few  taxpayers  under  65  years 
of  age  are  retired,  whereas  only  a  minority  of  taxpayers  over  65  years  of  age  are 
not  retired. 

NEW  EXAMPLE  OF  DISCRIMINATION 

Here,  again,  we  see  discrimination  against  civil  service  retirement  annuitants 
and  in  favor  of  social  security  and  railroad  retirement  beneficiaries.  The  an- 
nuitant under  the  civil  service  retirement  system  can  lose  all  of  the  benefit  of 
his  retirement  income  deduction  by  earning  a  salary  or  by  investment  income 
while  the  social  security  or  railroad  retirement  beneficiary  is  always  assured 
that  at  least  one-third  of  his  social  security  and  railroad  retirement  benefits  will 
remain  exempt  from  taxation. 

CORRECTION  RECOMMENDED 

,We  recommend  that  this  provision  be  amended  to  assure  that  at  least  one 
third  of  the  "retirement  income  deduction"  will  be  preserved  intact,  regard- 
less of  the  total  income  of  the  individual.  Only  in  this  way  can  fairness  be 
assured  to  others  than  social  security  and  railroad  retirement  beneficiaries. 

INCOME  LIMITATION  OF  DEPENDENTS 

We  favor  the  principle  of  the  proposal  to  permit  a  taxpayer  to  claim  a  personal 
exemption  for  a  dependent  over  65  years  of  age,  whose  income  is  not  in  excess 
of  $1,200,  instead  of  $600  as  in  present  law.  This  will  help  many  taxpayers  who 
are  burdened  with  tremendous  expense  in  supporting  dependent  parents  and 
relatives  whose  meager  annuities  are  in  excess  of  $600  but  less  than  $1,200.  There 
would  be  very  little  additional  cost  if  the  income  limitation  of  the  dependent  were 
increased  further  to  $1,800,  because  the  taxpayer  would  still  have  to  meet  the  test 
of  supplying  the  major  portion  of  support.  We  recommend  that  the  limitation 
be  increased  from  $600  to  $1,800. 

SUMMARY  » 

In  short,  we  favor  the  tax  provisions  of  H.R.  5710  only  if  the  discrimination 
against  non-social  security  and  non-railroad  retirement  beneficiaries  be  re- 
moved, with  the  further  conditions  that  there  be  no  discrimination  in  granting 
personal  exemptions,  before  or  after  taxpayers  reach  the  age  of  65  years. 

Mr.  Ullman.  The  next  witness  is  Mrs.  Khoda  A.  Ruff. 

We  are  happy  to  have  you  before  the  committee,  Mrs.  Ruff.  Would 
you  identify  yourself  and  your  colleagues,  and  then  proceed  as  you  see 
fit. 

STATEMENT  OP  MRS.  RH0DA  A.  RUFF,  CHAIRMAN,  AFFILIATED 
GOVERNMENT  ORGANIZATIONS,  ACCOMPANIED  BY  DAVID  SIL- 
VERGLEID,  SECRETARY-TREASURER,  NATIONAL  POSTAL  UNION; 
AND  JACK  P.  DANIELS,  COUNSEL,  SOCIAL  SECURITY  LODGE  1760 

Mrs,  Ruff.  Thank  you  Mr.  Chairman  and  gentlemen,  very  much. 
As  a  member  of  the  National  Postal  Union  I  requested  Mr.  David 
Silvergleid  to  represent  me  at  this  hearing  and  Mr.  Jack  Daniels,  who 
is  counsel  to  the  Social  Security  Lodge  1760. 

Mr.  Ullman.  We  are  happy  to  have  you  gentlemen  before  the  com- 
mittee. 

Mrs.  Ruff.  My  name  is  Rhoda  A.  Ruff,  and  I  am  privileged  to  serve 
as  chairman  of  the  Affiliated  Government  Organizations.  This  group 
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consists  of  24  postal  and  Federal  employee  unions  and  associations, 
representing  more  than  30,000  Government  employees. 

We  sincerely  appreciate  the  committee's  action  in  scheduling  early 
hearings  on  the  overall  subject  of  the  social  security  system.  How- 
ever, we  are  principally  interested  in  H.R.  3771,  introduced  by  a  dis- 
tinguished member  of  this  committee,  Congressman  Frank  M.  Karsten. 
We  would  also  like  to  express  our  appreciation  to  Congressman  Joel 
T.  Broyhill  and  Congressman  Jacob  H.  Gilbert  for  their  sponsorship 
of  companion  measures. 

With  your  indulgence,  Mr.  Chairman,  we  will  limit  our  testimony 
to  H.R.  3771. 

The  aim  of  the  Affiliated  Government  Organizations  is  the  enact- 
ment of  legislation,  specifically  H.R.  3771,  granting  all  Federal  em- 
ployees the  elective  right  to  participate  under  the  social  security  sys- 
tem in  addition  to  their  civil  service  annuities,  but  with  the  distinct 
understanding  that  each  system  be  financed  separately  and  apart  from 
each  other.  This  legislation  if  enacted  closes  the  final  gap  of  coverage 
which  remains  under  the  social  security  system. 

Point  I.  The  social  security  system  at  present  is  discriminatory  and 
should  thus  be  amended.  Federal  employees  are  the  only  large  group 
of  employees  denied  social  security  coverage.  The  social  security  sys- 
tem grants  coverage  to  several  hundred  thousand  State,  city,  and  coun- 
ty employees  despite  their  own  pension  systems. 

In  addition,  private  sector  employees  obtain  social  security  cover- 
age as  well  as  whatever  private  plans  or  pensions  that  they  maintain. 

The  social  security  system  is  further  discriminatory  because  it  de- 
nies, coverage  to  a  large  group  of  Federal  employees  while  it  is  ex- 
tended to  other  Federal  employees.  (For  example,  Federal  credit 
union,  the  Federal  Reserve  banks,  and  others.) 

To  cover  all  Federal  employees  would  only  be  a  further  extension  of 
principles  long  established.  There  should  be  no  second-class  citizen- 
ship in  the  United  States  of  America  and  with  the  coverage  above 
requested,  there  would  be  none  under  the  social  security  system. 

Point  II :  Bill  H.R.  3771  would  have  no  budgetary  impact  and  it  is 
actuarially  sound:  Evidently  the  Honorable  Eugene  J.  Keogh  in 
sponsoring  legislation  in  favor  of  our  program  was  the  catalytic  agent 
that  generated  strong  support  for  this  legislation  this  year.  Ten  bills 
have  been  introduced  by  Members  of  both  bodies  of  Congress  including 
members  of  this  committee,  in  the  90th  Congress  in  support  of  the 
proposal  here  requested. 

Congressman  Frank  M.  Karsten  (H.R.  3771),  Congressman  Joel  T. 
Broyhill  (H.R.  317),  Congressman  Jacob  H.  Gilbert  (H.R.  5061), 
Congressman  John  M.  Murphy  (H.R,  990),  Congressman  Frank  J. 
Brasco  (H.R.  4454),  and  many  others  have  sponsored  legislation  with 
essentially  the  same  provisions  as  H.R.  3771. 

In  May  1966,  Mr.  Keogh  introduced  H.R,  15262  in  the  89th  Con- 
gress, the  provisions  of  which  have  been  reintroduced  in  the  90th 
Congress  by  Congressman  Frank  M.  Karsten,  H.R.  3771.  We  sub- 
scribe to  the  features  of  H.R.  3771,  which  essentially  provides  for 
Federal  employees  to  choose,  if  they  so  desire,  social  security  coverage 
in  addition  to  their  civil  service  annuities. 
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In  so  choosing,  the  employee  elects  to  pay  an  employee  tax  which  the 
Federal  agency  involved  would  merely  withhold  from  the  salary  of 
said  employee.  No  additional  contribution  is  required  of  the 
Government. 

By  the  way  of  comparison,  we  invite  examination  of  Public  Law 
89-97,  July  30,  1965,  which  pertains  to  1%  million  employees  who  re- 
ceive earnings  in  the  form  of  tips  and  which  permits  social  security 
coverage  where  contributions  are  made  solely  by  the  employee  without 
any  contribution  on  the  part  of  the  employer. 

Moreover,  as  former  [Representative  Eugene  J.  Keogh  has  often- 
times stated  that  the  Chief  Actuary  of  the  Social  Security  Administra- 
tion supports  the  proposal  herein  as  being  actuarially  sound,  and  that 
Federal  employees  are  generally  conceded  to  be  superior  risks  in  terms 
of  insurance  actuarial  considerations. 

Therefore,  there  would  be  no  budgetary  impact.  It  would  not  cost 
the  Federal  Government  a  single  penny.  (Speech  of  Hon.  Eugene  J. 
Keogh,  Congressional  Kecord,  89th  Cong.,  second  sess.,  May  25, 1966.) 

We  heartily  endorse  his  views  so  ably,  thoughtfully,  and  clearly 
presented.  We  certainly  subscribe  to  the  feature  of  the  Karsten  bill, 
H.K.3771. 

Point  III:  President  Johnson  in  his  message  (H.  Doc.  No.  40,  p. 
444)  proposes  legislation  to  eliminate  inequities  to  Federal  employees : 

Federal  employees  in  the  Civil  Service  and  Foreign  Service  retirement  system, 
are  now  excluded  from  social  security  coverage.  Those  having  less  than  5  years 
service  receive  no  benefits  if  they  die,  become  disabled,  or  leave  federal  employ- 
ment. Those  who  leave  after  longer  service,  lose  survivor  and  disability 
protection.  I  propose  legislation  to  eliminate  these  inequities  and  close  these 
loopholes. 

However,  the  solution  that  is  offered  is  not  complete  because  it  fails 
to  take  into  consideration  the  welfare  of  the  career  employee.  It  is 
clear  that  all  Federal  employees  are  entitled  to  equal  protection  and 
security  under  the  law,  and  measures  should  be  adopted  giving  all  equal 
privileges  and  benefits. 

To  exclude  at  this  time  social  security  coverage  to  Federal  em- 
ployees who  have  devoted  a  lifetime  to  Civil  Service  in  Government 
while  granting  social  security  coverage  to  civil  servants  with  less  than 
5  years  employment,  is  not  justified.  We  welcome  extended  coverage 
for  the  few  but  not  at  the  expense  of  all. 

Conclusion,  in  view  of  the  foregoing  it  is  evident  that  : 

1.  The  bill  H.E.  3771  is  actuarially  sound. 

2.  It  is  in  the  employees'  behalf,  since  it  allows  them  to  make  a  se- 
lection in  their  own  interest. 

3.  It  closes  the  final  gap  of  coverage  remaining  under  the  social 
security  system  and  removes  the  criticism  that  the  U.S.  Government 
is  denying  its  own  employees  coverage  while  it  manditorily  has  ex- 
tended the  same  to  employees  of  private  organizations,  State,  and  city 
civil  service  employees. 

4.  It  is  in  line  with  the  President's  thinking  to  extend  social  secu- 
rity coverage  to  Federal  employees;  our  desire  is  that  said  coverage 
be  without  limitation. 

5.  This  coverage  is  at  no  additional  cost  to  the  Government. 

We  respectfully  urge  the  committee  to  look  favorably  upon  this  bill 
as  a  necessity  for  the  single  largest  group  of  employees  yet  denied  such 
coverage — namely,  the  Federal  employer. 
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Mr.  Ullman.  Mrs.  Kuff,  we  appreciate  the  clear  and  expeditious 
way  in  which  you  presented  your  statement. 
Are  there  any  questions  of  Mrs.  Ruff  ? 

If  not,  we  thank  you  very  much  for  appearing  before  the  commit- 
tee.   You  have  been  most  helpful. 
Mrs.  Kuff.  Thank  you. 

Mr.  Ullman.  Our  next  witness  is  Mrs.  Carroll  Perry,  Jr.  Mrs. 
Perry,  we  welcome  you  to  the  committee.  Please  identify  yourself  for 
the  record  and  then  you  may  proceed  as  you  see  fit. 

STATEMENT  OF  MRS.  CARROLL  PERRY,  JR.,  LEGISLATIVE  CHAIR- 
MAN, NATIONAL  COMMITTEE  FOR  THE  DAY  CARE  OF  CHILDREN 

Mrs.  Perry.  Thank  you,  Mr.  Chairman  and  members  of  the  com- 
mittee. My  name  is  Mrs.  Carroll  Perry,  testifying  as  legislative  chair- 
man of  the  National  Committee  for  the  Day  Care  of  Children. 

NCDC  represents  a  membership  of  over  850  leaders  in  the  field,  in 
53  States,  territories  and  foreign  countries.  Its  purposes  are :  to  en- 
courage cooperative  effort  throughout  the  country  toward  the  estab- 
lishment of  good  day  services  for  children ;  to  interpret  as  widely  as 
possible  the  needs  of  children  for  them ;  to  promote  good  standards  of 
service;  to  encourage  study  and  research  in  the  field  of  day  care;  to 
Stimulate  the  exchange  of  information,  ideas,  and  experiences  in  the 
field  of  day  care. 

"Day  care,"  as  defined,  is  the  provision  of  service  for  less  than  24 
hours  a  day  to  the  child  under  the  age  of  16,  in  a  group  or  family 
setting  outside  his  home.  This  service  supplements  parental  care  when 
parents  are  working,  or  seeking  work,  when  the  mother  is  absent  or 
disabled,  or  when  living  conditions  are  inadequate,  or  there  are  health, 
social,  or  emotional  problems  within  the  family.  Good  day  care  safe- 
guards the  child,  recognizes  the  home  as  his  base,  helps  parents  to 
maintain  the  values  of  family  life,  and  benefits  the  community  cul- 
turally and  financially. 

Today  we  wish  to  associate  ourselves  with  the  comprehensive  testi- 
money  of  the  National  Social  Welfare  Assembly,  Inc.  We  are,  there- 
fore, directing  only  a  few  additional  remarks  to  sections  235,  236,  237 
of  H.E.  5710  and  of  H.K.  1977. 

Mr.  Chairman,  we  are  glad  to  see  the  concept  of  specific  Federal 
matching  introduced  into  child- welfare  financing.  The  matching  pro- 
posal, however,  is  far  from  sufficient  to  help  the  States  to  meet  the 
goal,  mandated  by  Congress  in  the  1962  Public  Welfare  Amendments, 
of  providing  child-welfare  services  throughout  all  political  subdivi- 
sions of  the  State  by  1975. 

The  amount  of  Federal  participation  in  the  cost  of  child-welfare 
services  persomiel  and  training  provided  for,  is  on  such  a  modest  scale 
as  to  leave  this  program  very  much  the  stepchild. 

We  would  strongly  urge  that  Federal  participation  be  increased  to 
equal  such  participation  in  the  public  assistance  categories,  viz  75  per- 
cent matching  of  the  total  cost  of  welfare  services  personnel  and  train- 
ing.        _  i 

In  addition,  we  strongly  urge  that  Federal  matching  also  be  ex- 
tended to  cover  child- welfare  costs  other  than  personnel.    The  pro- 
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posals  contained  in  H.R.  1877  would  provide  an  appropriate  basis  for 
such  participation.  It  is  especially  important  in  the  case  of  day  care, 
the  child  welfare  service  in  which  we  are  particularly  interested,  that 
there  be  such  participation. 

In  many  States,  the  welfare  departments  contract  with  private  cen- 
ters for  the  purchase  of  day  care.  These  employees  not  being  public 
employees,  it  is  highly  questionable  whether  they  could  even  be  in- 
cluded within  the  personnel  group  for  which  proposed  federal  match- 
ing would  be  avaliable.  A  similar  situation  exists  in  many  places 
with  respect  to  homemaker  services. 

Furthermore,  the  present  level  of  Federal  participation  in  day  care 
services  is  wholly  inadequate.  For  example,  in  the  District  of  Co- 
lumbia for  fiscal  1967,  the  District  put  up  $246,249  and  the  Federal 
Government  $22,847,  or  9  percent.  In  New  York,  the  State  put  up 
$4,300,000  with  $300,000  from  Federal  funds,  or  7  percent. 

The  'States  must  have  more  Federal  help  than  this  if  quality  sub- 
sidized day  care  is  to  be  made  more  widely  available.  A  good  total 
day  care  program  provides  all  that  part-time  Headstart  provides,  plus 
care  for  a  longer  day  and  more  opportunity  to  work  with  the  child 
and  the  family. 

It  also  provides  health  services  and  social  services  as  needed.  It  is  a 
valuable  tool  in  keeping  families  together,  in  removing  them  from 
the  dependent  class,  and  in  helping  them  to  maintain  responsibility 
for  their  children.  The  children,  too,  benefit  by  being  in  safe,  comfort- 
able and  stimulating  surroundings,  with  adults  who  understand  and 
respect  their  special  needs,  and  who  help  the  child  to  become  conscious 
of  his  abilities  and  to  develop  his  maximum  potential.  Educators 
are  becoming  more  and  more  aware  of  the  importance  of  working  with 
the  very  young  child. 

A  day  care  service  usually  requires  staffing  for  a  10  hour  day  at  least, 
to  cover  variations  in  working  hours,  and  operates  on  a  year-round 
basis.  For  what  it  offers,  it  is  a  bargain  compared  with  alternative 
means  of  care,  or  the  future  cost  of  present  neglect.  But  it  does  cost 
money  to  do  a  quality  job — and  that  is  the  only  job  worth  doing. 
This  bears  no  resemblance  to  babysitting,  as  it  is  so  often  miscon- 
strued.  It  is  a  highly  professional  service  to  child  and  family. 

The  cost  must  necessarily  be  more  than  low  income  families  can 
afford  to  pay.  Subsidies  are,  therefore,  the  only  answer,  so  that  fees 
can  be  adjusted  to  what  the  family  can  afford.  This  means  public 
funds  must  make  up  the  difference;  3.7  million  of  the  20  million 
women  currently  in  the  labor  force  have  children  under  6  years  of  age. 
Six  million  mothers  have  children  6  to  17  years  of  age.  There  ^s  a 
tremendous  unmet  need  for  day  care  represented  in  these  figures. 

It  is  interesting  to  note  that  the  total  Federal  authorization  fo:/  all 
child-welfare  services  for  fiscal  year  1967  is  $46  million.  Twenty- 
three  years  ago,  in  1944,  the  public  cost  of  day  care  alone,  when  the 
Lanham  Act  was  operating  throughout  the  country,  was  over  $50 
million.  We  are  a  much  richer  country  now,  have  far  more  children 
and  far  more  working  mothers — but  we  are  providing  less  money  for 
all  child  welfare  services  than  we  did  for  one  service  alone,  during 
World  War  II. 
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Gentlemen,  we  urge  a  realistic  sharing  of  this  burden  with  the  States, 
so  that  they  can  effectively  begin  to  provide  the  necessary  range  of 
child  welfare  services  throughout  their  jurisdictions. 

Thank  you  very  much. 

(The  information  referred  to  follows :) 

Summary  Sheet 

Mrs.  Carroll  Perry,  Jr.,  3517  Ordway  St.,  N.W.,  Washington  D.C.,  testifying  for 
the  National  Committee  for  the  Day  Care  of  Children,  as  Chairman,  NCDC 
Legislative  Committee.  NCDC  represents  a  membership  of  over  850  leaders  in 
the  field  of  day  care,  throughout  the  nation. 

Testimony  is  about  five  minutes,  supporting  proposals — with  modifications. 

Federal  Share  for  the  Compensation  of  Training,  Section  235; 

Authorization  for  Appropriation,  Section  236; 

Projects  for  Experimental  and  Special  Types  of  Child-Welfare  Service,  Sec- 
tion 237: 

The  National  Committee  supports  the  testimony  of  the  National  Social  Wel- 
fare Assembly.  NCDC  wishes  to  stress  two  points,  bearing  on  the  day  care  of 
children. 

1.  We  support  the  concept  of  Federal  matching  for  Child-Welfare  financing  in- 
troduced in  HR  5710,  but  urge : 

A.  75%  of  Federal  matching  of  the  total  cost  of  welfare  services  for  per- 
sonnel and  training. 

B.  The  extension  of  Federal  matching  also,  to  cover  Child- Welfare  costs 
other  than  personnel — similar  to  the  proposal  in  HR  1977. 

2.  The  inadequacy  of  the  current  plan  to  cover  the  needs  of  aspects  of  the 
program  affecting  the  day  care  of  children. 

Mr.  Ullman.  We  thank  you  very  much,  Mrs.  Perry.   You  are  es- 
sentially then  supporting  the  proposal  in  H.R.  1977  ? 
Mrs.  Perry.  Yes,  we  are,  sir. 

Mr.  Ullman.  This  would  cover  your  basic  needs  in  the  field  of  day 
care. 

Mrs.  Perry.  That  is  right,  sir. 

Mr.  Ullman.  Are  there  any  questions?   Mr.  Burke. 

Mr.  Burke.  I  just  wish  to  thank  you  for  supporting  my  bill. 

Mrs.  Perry.  Thank  you,  Mr.  Burke,  for  introducing  it. 

Mr.  Ullman.  Any  other  questions? 

Thank  you  very  much  for  appearing  before  the  committee  today. 
Mrs.  Perry.  Thank  you. 

Mr.  Ullman.  Our  next  witness  is  Mr.  James  T.  Evans,  public  rela- 
tions counsel  for  the  National  League  of  Senior  Citizens,  who  is  here 
today  to  present  the  statement  of  their  president,  Mrs.  Myrtle 
Williams.  I  understand  she  is  unable  to  be  with  us  today.  Mr.  Evans, 
you  may  step  forward  and  proceed. 

STATEMENT  OF  MYRTLE  WILLIAMS,  PRESIDENT,  NATIONAL 
LEAGUE  OF  SENIOR  CITIZENS,  PRESENTED  BY  JAMES  A.  EVANS, 
PUBLIC  RELATIONS  COUNCIL 

Mr.  Evans.  Thank  you,  sir.  We  regret  that  Mrs.  Williams  could  not 
be  present,  but  with  your  indulgence,  I  should  like  to  present  her  state- 
ment for  her. 

Mr.  Chairman  and  members  of  the  House  Ways  and  Means  Commit- 
tee. My  name  is  Myrtle  Williams.  I  am  president  of  the  National 
League  of  Senior  Citizens  and  chairman  of  the  California  League  of 
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Senior  Citizens.  These  nonprofit  organizations  have  a  membership  of 
more  than  50,000  elderly,  blind,  and  handicapped  men  and  women, 
whose  needs  and  hopes  are  reflected  in  the  legislative  program  of  the 
leagues. 

I  appear  before  you  today  to  urge  your  favorable  consideration 
of  H.R.  335,  by  Congressman  Phillip  Burton,  of  California,  and  S. 
1056,  a  companion  bill  introduced  in  the  Senate  by  Senator  Jennings 
Randolph,  of  West  Virginia.  These  identical  bills  provide  a  total 
answer  to  the  economic  problems  of  more  than  25  million  older  Ameri- 
cans, as  well  as  the  adult  blind  and  disabled. 

Basically,  the  bills  provide  for  the  establishment  of  a  national  re- 
tirement income  equal  to  monthly  earnings  under  the  Federal  mini- 
mum wage  law,  for  all  Americans  of  62  year  or  older,  plus  the  blind 
and  disabled  at  age  18  or  older.  Under  existing  law,  this  guaranteed 
income  would  be  $242  a  month,  based  on  the  prevailing  $1.40  mini- 
mum wage.  A  key  financing  feature  of  both  bills  would  be  the  in- 
clusion of  the  U.S.  Treasury  as  a  third  contributor  to  the  social 
security  fund,  thus  eliminating  any  immediate  necessity  for  increasing 
social  security  taxes  on  employees  or  employers. 

In  computing  the  amount  of  the  grant  to  each  recipient,  all  income 
would  be  considered,  with  the  social  security  fund  making  up  the  dif- 
ference to  $242  per  month.  Thus,  only  those  with  substandard  in- 
comes would  benefit  to  any  substantial  degree,  and  well-to-do  retirees 
would  be  ineligible  for  benefits. 

While  revolutionary  in  their  approach  to  this  urgent  problem,  both 
bills  are  economically  sound.  Much  of  the  outgo  from  the  Federal 
Treasury  would  be  met  by  increased  tax  revenues,  resulting  from  an 
upsurge  in  individual  spending  by  the  recipients.  An  additional  $15 
billion  a  year  (estimated)  would  be  saved  by  the  elimination  of  Fed- 
eral-State welfare  expenditures  for  the  elderly,  the  blind,  and  the 
disabled,  in  every  State  of  the  Union. 

It  is  my  hope  and  the  hope  of  our  thousands  of  members  that  this 
committee  will  give  serious  consideration  to  these  proposals,  and  rec- 
ommend their  passage.  Approval  would  free  millions  of  impoverished 
Americans  from  hardship  and  outright  want,  restoring  them  to  the 
mainstream  of  American  economic  life. 

Of  equal  urgency  at  this  time  is  the  necessity  for  immediate  ad- 
justments in  present  social  security  benefits.  President  Johnson  has 
called  for  an  increase  in  minimum  payments  to  $7 0  per  month,  and  an 
overall  upward  revision  of  20  percent  in  other  benefits.  The  National 
League  of  Senior  Citizens  and  the  California  league  support  the  ad- 
ministration wholeheartedly  in  both  of  these  proposals. 

An  important  consideration  in  the  approval  of  any  social  security 
increase  should  be  language  to  guarantee  that  the  elderly  recipients 
actually  receive  the  additional  funds  Congress  intends  for  them  to 
have.  In  California  and  most  other  States,  hundreds  of  thousands 
of  the  neediest  of  the  oldsters  have  been  deprived  of  these  benefits  by 
laws  that  permit  the  States  to  deduct  the  amount  of  the  Federal  in- 
crease from  the  old-age  assistance  checks. 

More  than  172,000  recipients  of  both  social  security  and  old-age  as- 
sistance in  California  were  bitterly  disappointed  after  Congress  passed 
a  7-percent  social  security  increase  in  1965.    Although  they  were  al- 
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lowed  to  keep  the  lump  sum,  retroactive  payments,  the  State  side- 
tracked the  ongoing  increase  and  deprived  these  elderly  men  and 
women  of  additional  income  which  they  desperately  need.  I  am  sure 
it  is  not  the  intent  of  Congress  to  fatten  State  treasuries  with  social 
security  increases  earmarked  for  the  old  folks  of  the  Nation.  Be- 
cause of  this,  I  most  strongly  urge  that  mandatory  language  be  in- 
corporated into  any  social  security  increase  legislation,  to  require  the 
individual  States  to  pass  on  the  increases  to  the  aged. 

In  conclusion,  I  thank  you  gentlemen  for  the  time  allowed  to  pre- 
sent the  viewpoint  ofthe  thousands  of  members  of  both  the  National 
and  California  League  of  Senior  Citizens.  I'm  certain  that  these 
views  are  shared  by  millions  of  other  oldsters,  blind,  and  handicapped 
people.  I  am  equally  confident  that  this  committee  will  give  our  pro- 
posals fair  and  sincere  consideration. 

Thank  you  for  your  attention. 

Mr.  Ullman.  Thank  you  Mr.  Evans. 

Mr.  Evans.  Thank  you,  Mr.  Chairman. 

Mr.  Ullman.  Mr.  Hicks,  we  welcome  you  before  the  committee, 
Will  you  please  for  the  record  identify  yourself  and  proceed  as  you 
see  fit. 

STATEMENT  OF  W.  B.  HICKS,  JR.,  EXECUTIVE  SECRETARY, 
LIBERTY  LOBBY 

Mr.  Hicks.  Thank  you,  Mr.  Chairman.  Mr.  Chairman  and  mem- 
bers of  the  committee,  I  am  W.  B.  Hicks,  Jr.,  executive  secretary  of 
Liberty  Lobby.  I  appear  today  to  present  the  views  of  our  board 
of  policy,  on  behalf  of  the  200,000  subscribers  to  our  monthly  legis- 
lative report. 

Although  the  board  of  policy  of  Liberty  Lobby  has  voted  over- 
whelmingly to  support  more  individual  responsibility  and  less  Gov- 
ernment spending,  Liberty  Lobby  nevertheless  does  not  oppose  the 
provisions  of  title  I  of  H.K.  5710  providing  for  an  increase  in  benefits 
to  social  security  recipients. 

This  is  because  it  is  only  right  that  citizens  justifiably  expect  a 
reasonable  level  of  benefits  commensurate  with  their  payments  to  the 
system.  The  Government  requires  that  the  citizen  contribute  dollars 
of  a  certain  purchasing  power.  It  should  not  then  repay  in  dollars 
ravaged  by  inflation  resulting  from  irresponsible  Federal  spending. 
There  is  probably  no  alternative  to  an  increase  in  social  security  bene- 
fits at  this  time  short  of  declaring  the  bankruptcy  of  the  system. 

However,  Liberty  Lobby  is  opposed  to  the  financing  provisions  of 
sections  107  and  108  of  title  I.  We  feel  that  the  payroll  tax,  presently 
scheduled  to  rise  to  8.8  percent  in  1969,  has  reached  its  maximum 
acceptable  upper  limit.  The  proposed  raise  in  the  amount  of  earnings 
subject  to  the  payroll  tax  is  equally  unacceptable.  It  can  be  clearly 
seen  that  if  the  payroll  tax,  and  the  amount  of  earnings  subject  to 
that  tax,  are  to  be  raised  every  time  the  inflationary  spiral  makes  a 
rise  in  social  security  benefits  necessary,  an  unconscionable  percentage 
of  the  wageearner's  paycheck  will  soon  be  confiscated  for  social  security 
purposes. 

This  will  foster  widespread  wage  increases,  to  keep  up  with  the 
loss  of  take-home  pay,  and  be  even  more  inflationary  than  the  appro- 
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priation  of  funds  from  general  revenues  to  cover  the  increase  in 
benefits. 

Liberty  Lobby  opposes  repeal  of  the  present  legislation  denying 
medicare  benefits  to  members  of  Communist  groups.  At  a  time  when 
Americans  are  being  killed  by  Communists  in  Vietnam,  it  seems  ele- 
mentary that  the  American  taxpayers,  who  include  our  troops  pres- 
ently fighting  there,  should  not  be  required  to  pay  medical  bills  for 
the  sworn  enemies  of  our  country. 

Finally,  Liberty  Lobby  is  opposed  to  the  provisions  of  title  II 
(sec.  202)  which  will  require  the  States  to  raise  their  payments  to 
welfare  recipients.  We  oppose  this  aspect  of  H.R.  5710  for  two  basic 
reasons. 

First,  implementation  of  this  program  will  require  an  appropriation 
of  $60  million  annually,  to  meet  the  added  costs.  This  is  a  good  ex- 
ample of  the  wasteful,  inflationary  spending  referred  to  earlier. 

And  secondly,  we  feel  that  the  States  themselves  are  the  best  judges 
of  the  proper  amount  of  support  to  be  given  to  their  citizens  on 
welfare. 

Thank  you. 

Mr.  Ullman.  Mr.  Hicks,  we  appreciate  very  much  your  statement. 
Are  there  any  questions  ? 

If  not,  thank  you  very  much  for  appearing  before  the  committee. 
Mr.  Hicks.  Thank  you. 

Mr.  Ullm  an.  Our  next  witness  is  Mr.  Walter  J.  Sheerin.  We  wel- 
come you  before  the  committee,  Mr.  Sheerin.  For  the  record  would 
you  identify  yourself  and  then  you  may  proceed  as  you  see  fit. 

Mr.  Gilbert.  Mr.  Chairman. 

Mr.  Ullman.  Mr.  Gilbert. 

Mr.  Gilbert.  I  want  to  welcome  Mr.  Walter  J.  Sheerin  from  my 
city  of  New  York.  He  is  connected  and  associated  with  the  New  York 
Central  Labor  Council,  the  New  York  Hotel  and  Motel  Trades  Coun- 
cil, the  New  York  Labor-Management  Council  of  Health  and  Welfare 
Plans  of  New  York,  a  very  close  friend  of  mine,  and  I  welcome  you 
here  today  before  the  committee. 

Mr.  Ullman.  We  are  very  happy  to  have  Mr.  Sheerin  before  the 
committee.    You  may  proceed. 

STATEMENT  OF  WALTER  J.  SHEERIN  ON  BEHALF  OF  NEW  YORK 
CITY  CENTRAL  LABOR  COUNCIL,  AFL-CIO,  NEW  YORK  HOTEL 
AND  MOTEL  TRADES  COUNCIL,  AND  THE  NEW  YORK  LABOR- 
MANAGEMENT  COUNCIL  OF  HEALTH  AND1  WELFARE  PLANS,  INC. 

Mr.  Sheerin.  Thank  you,  Mr.  Gilbert.  Mr.  Chairman  and  mem- 
bers of  the  committee,  I  am  Walter  J.  Sheerin,  executive  director  of  the 
New  York  Labor-Management  Council  of  Health  and  Welfare  Plans, 
Inc.,  speaking  in  behalf  of  the  New  York  City  Central  Labor  Council 
AFL-CIO  with  a  membership  of  1,200,000,  the  New  York  Hotel  and 
Motel  Trades  Council  AFL-CIO  with  32,000  members  and  the  New 
York  Labor-Management  Council  of  Health  and  Welfare  Plans,  Inc., 
with  a  membership  of  160,000. 

I  am  here  today  to  testify  to  the  dire  need  of  retired  workers  in  New 
York  City  for  increased  income  and  also  to  the  fact  that  our  working 
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members  support  our  requests.  We  support  the  President's  proposals 
for  increased  social  security  benefits  as  the  first  step  toward  a  50-per- 
cent increase. 

The  concern  of  the  89th  Congress  and  the  present  Congress  for  our 
Nation's  millions  of  older  people  has  been  evident.  Unfortunately, 
however,  no  relief  in  added  income  came  last  year  and  so  our  elderly 
Americans  have  continued  to  suffer  privations  and  hardship. 

I  would  like  to  add  this :  We  are  not  in  favor  of  taxing  social  security 
benefits.  We  in  the  labor  movement  have  long  been  aware,  from  our 
own  experience,  of  the  inadequacy  of  social  security  benefits. 

For  instance,  the  income  of  the  5,600  retired  hotel  workers  in  New 
York  City  amounts  to  an  average  of  $90  a  month  from  social  security, 
plus  an  average  of  $30  a  month  pension.  This  total  of  $120  is  inade- 
quate, especially  in  New  York  City. 

Almost  900,000  people  in  our  city  are  65  and  older  and  the  over- 
whelming majority  have  no  income  other  than  social  security  payments. 

Even  the  15-percent  increase  in  this  bill  would  give  them  only  an 
additional  $13  monthly. 

Such  an  income  comes  nowhere  near  the  estimate  of  the  Community 
Council  of  New  York  City,  based  on  1965  prices,  that  an  elderly  man 
or  woman  needs  a  minimum  of  $190  a  month  to  live  decently. 

If  social  security  benefits  were  raised  by  50  percent,  the  average  re- 
tiree would  still  receive  less  than  $1,500  annually,  and  couples  only 
about  $2,600.  This  does  not  meet  the  minimum  standard  of  the  U.S. 
Department  of  Labor  of  $3,000  for  a  couple. 

Social  security  payments  today  certainly  fail  to  realize  the  intent 
of  the  law  as  set  forth  in  1935 :  That  our  social  security  system  main- 
tain for  senior  citizens  an  American  standard  of  living.  With  almost 
three-fifths  of  all  old-age  beneficiaries  in  the  United  States  living  on 
an  income  at  the  poverty  level — how  can  anyone  question  the  respon- 
sibility of  Congress  and  the  Nation  to  fulfill  that  promise? 

That  our  ever  richer  society  can  afford  it,  surely  cannot  be  ques- 
tioned. But  the  method  of  financing  is  another  matter.  In  our  view 
the  time  is  approaching  when  a  further  tax  on  payrolls  would  be  un- 
fair. We  must  turn  to  general  revenues.  Almost  every  Social  Se- 
curity Advisory  Council  has  recommended  this  method,  which  is  com- 
mon practice  in  many  foreign  nations.  Besides  precedent  exists  here 
in  our  country ;  Congress  provided  funds  from  general  revenues  to  pay 
doctors'  bills  under  medicare.  The  savings  in  welfare  costs  that  result 
from  the  social  security  system  add  to  the  justification  for  a  Govern- 
ment contribution.  Americans  dislike  the  stigma  of  being  a  pauper  on 
public  assistance.  Sufficient  income  benefits  should  be  provided  as  a 
matter  of  right. 

Even  though  savings  from  welfare  costs  would  contribute  sub- 
stantially— it  is  not  a  matter  of  money.  Not  in  the  wealthiest  country 
in  the  world.    It  is  a  matter  of  dignity  and  self-respect. 

However,  if  Congress  does  not  now  provide  Government  revenues 
for  this  purpose,  it  still  ought  to  be  possible  to  raise  benefits  in  excess 
of  20  percent  and  thereby  advance  toward  the  goal  of  50  percent 
or  an  American  standard  of  living  which  was  promised  to  our  re- 
tirees in  1935  when  social  security  was  established. 

We  also  favor  a  cost-of-living  provision  to  maintain  income  level 
up  to  date. 
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We  urge  that  beneficiaries  at  the  lowest  level  of  benefits  receive  the 
highest  priority  in  increases,  and  that  widows  be  paid  their  husbands' 
level  of  benefits. 

We  support  the  administration's  request  for  higher  allowable  earn- 
ings for  those  few  retired  elderly  who  can  find  employment. 

MEDICARE 

All  social  security  beneficiaries  should  be  covered  by  the  health 
insurance  program  and  the  disabled  deserve  priority. 

The  deductible  and  coinsurance  features  of  medicare  have  proven  to 
be  an  obstacle.  They  deter  the  elderly  from  obtaining  needed  medical 
care  and  should  be  eliminated. 

DRUGS 

Most  of  the  aged,  have  chronic  ailments  that  do  not  require  hospital- 
ization, but  require  continuous  use  of  expensive  drugs.  This  financial 
burden  is  borne  by  the  aged.  Medicare  should  round  out  its  pro- 
gram by  filling  this  great  need  of  providing  drug  prescription 
coverage. 

MEDICAID 

We  urge  that  no  changes  be  made  in  the  medical  assistance  program 
that  will  reduce  the  present  Federal  formula.  We  support  the  New 
York  State  program.  It  has  been  in  existence  before  title  XIX 
became  law  and  we  consider  the  income  requirements  realistic. 

HOSPITAL  AND  MEDICAL  COSTS 

It  has  been  said  that  House  leaders  want  to  wait  to  get  a  true 
picture  of  what  medicare  is  costing,  before  it  approves  further  benefits. 

We  say — set  up  controls — protect  the  public  now — from  uncontrolled 
skyrocketing  hospital  charges,  doctors'  fees,  and  expensive  drugs,  if 
you  want  to  obtain  a  true  picture  of  health  care  costs,  but  please  do 
not  forsake  our  elderly  citizens,  widows,  and  disabled  workers  in  their 
hour  of  great  need. 

Health  care  costs  have  been  spiraling  for  several  years.  This  began 
when  health  insurance  became  so  widespread  and  popular.  Even  at 
this  hearing,  you  were  told  by  Blue  Cross  to  expect  a  sharp  rise  in 
hospital  costs  this  year.  In  1929  this  Nation  spent  $9  billion  on  health 
care.  This  year  we  will  spend  approximately  $40  billion.  And  by 
1975  wTe  will  be  spending  over  $70  billion. 

It  is  plainly  not  a  coincidence  that  hospital  and  medical  costs  have 
risen  along  wtih  insurance  coverage. 

President  Johnson  ordered  an  investigation  of  the  cause  of  rising 
medical  fees  and  hospital  charges  last  August  when  there  were  wide- 
spread claims  throughout  the  Nation  that  they  were  being  raised  to 
take  advantage  of  medicare. 

We  knew  it  was  happening  in  New  York.  The  Department  of 
Health,  Education,  and  Welfare  which  conducted  the  inquiry,  con- 
firms in  its  report  to  the  President,  which  report  incidentally  hasn't 
been  published  yet  but  pieces  of  it  have  leaked  out  to  the  press,  that  in 
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1966  hospital  charges  and  medical  fees  were  raised  almost  double  the 
increase  of  previous  years*    Medicare  became  effective  in  1966. 

The  raising  of  medical  fees,  hospital  charges  and  drugs  has  also 
affected  people  not  covered  by  medicare.  Health  care  services  are 
the  most  vital  need  of  humanity.  Other  services  essential  to  the 
public,  such  as  utilities,  are  controlled  by  legislation  and  governmental 
agencies.  Yet  there  is  no  protection  of  the  public's  interest  in  respect 
to  uncontrolled  health  care  costs,  which  have  risen  beyond  the  ability 
of  the  average  citizen  to  pay.    It  has  become  a  national  crisis. 

In  a  letter  to  the  President,  February  15,  the  New  York  Labor- 
Management  Council  of  Health  and  Welfare  Plans,  Inc.,  urged  him 
to  act  now,  to  set  up  controls  of  the  costs  of  health  care  services  and 
drugs  and  on  February  28  the  President  included  this  call  for  action 
in  a  message  to  Congress. 

We  urge  Congress  today,  gentlemen,  to  act  now  on  this  very  urgent 
national  problem.  I  want  to  take  this  opportunity  to  thank  the  chair- 
man and  the  members  of  the  committee  for  this  opportunity  to  address 
you  on  this  particular  piece  of  legislation. 

Mr.  Ullman.  Mr.  Sheerin,  we  appreciate  your  very  concise  and 
forthright  statement.  It  has  been  very  helpful  to  the  committee. 

Are  there  any  questions  ? 

If  not,  thank  you  very  much  for  appearing  here  before  the  com- 
mittee and  sharing  your  views  with  us  and  those  of  the  New  York 
City  Central  Labor  Council  and  the  others  that  you  represent. 

Mr.  Sheerin.  Thank  you. 

Mr.  Ullman.  Our  next  witness  is  Dr.  Izquierdo-Mora.  We  wel- 
come you  before  the  committee.  For  the  record  we  would  appreciate 
your  identifying  yourself  and  your  colleague  and  then  proceed  as 
you  see  fit. 

STATEMENT  OF  BR.  LUIS  A.  IZQUIERDO-MORA,  PRESIDENT,  PUERTO 
RICO  MEDICAL  ASSOCIATION,  ACCOMPANIED  BY  DR.  J.  A. 
ALVAREZ-DE  CHOUDENS,  PRESIDENT-ELECT 

Dr.  Izquiero-Mora.  Mr.  Chairman,  my  name  is  Luis  A.  Izquierdo- 
Mora.  I  am  the  president  of  the  Puerto  Rico  State  Medical  Associa- 
tion. To  my  right  is  Dr.  Jose  A.  Alvarez-de  Choudens,  president- 
elect of  our  State  medical  association. 

Mr.  Ullman.  We  welcome  you  also. 

Dr.  Izquierdo-Mora.  The  Puerto  Rico  Medical  Association  comes 
before  this  committee  with  gratitude,  with  pride  and  with  hope  in 
behalf  of  its  1,600  members  to  testify  on  hearings  on  H.R.  5710,  the 
Social  Security  Amendments  of  1967. 

We  come  before  you  with  gratitude  because  we  very  sincerely  ap- 
preciate the  honor  offered  us  in  being  allowed  to  appear  before  you 
and  be  given  the  opportunity  to  state  our  case  on  behalf  of  our  medi- 
cally indigent  patients. 

We  come  before  you  with  the  pride  of  achievements  as  proved  by 
our  record.  In  February  1966  the  House  of  Delegates  of  the  Puerto 
Rico  Medical  Association  approved  a  resolution  and  we  subsequently 
successfully  implemented  it,  endorsing,  with  reservation,  the  provisions 
of  title  XVIII  B  of  Public  Law  89-97.  Thus  the  Puerto  Rico  Med- 
ical Association  became  the  only  State  medical  association  under  the 
American  flag  to  do  so. 
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With  this  gesture  we  help  at  least  4  percent  of  the  population  of 
Puerto  Rico  to  pass  from  medical  indigence  to  solvency  in  accordance 
with  the  spirit  and  letter  of  the  medicare  law. 

We  come  to  you  with  just  pride  because  in  addition  to  our  backlog  of 
title  XVIII  B  we  have  a  unique  record  of  community,  social,  and 
medical  service.  In  order  to  bring  to  the  economically  hampered  citi- 
zen in  Puerto  Rico  the  highest  quality  of  medical  care,  our  medical 
association  set  up  a  voluntary  prepaid  medical  and  hospital  insurance 
plan.  Special  characteristics  of  this  plan  were  that  it  rated  fees  to 
fit  the  financial  resources  of  the  economically  impaired,  and  that  it 
offered  broad  coverage  of  outpatient  physician  and  laboratory  services. 

The  physicians  of  the  Puerto  Rico  Medical  Association  went  as  far 
as  accepting  in  times  a  drastic  prorating  of  the  already  reduced  fees. 
Today  well  over  110,000  Puerto  Ricans  have  the  benefits  of  this  plan. 

Living  as  we  do  in  an  ambient  where  almost  50  percent  of  the 
population  is  medically  indigent,  we  have  been  most  interested  in 
socially  oriented  legislation.  We  have  been  trying  for  decades  to 
eliminate  the  two-level  quality  in  medical  care.  Position  papers  by 
the  Puerto  Rico  Medical  Association  time  and  again  give  testimony  to 
this  fact. 

The  Puerto  Rico  Medical  Association  recognizes  one  kind  of  patient : 
the  sick  one,  one  kind  of  physician :  that  one  that  is  willing  to  serve 
mankind,  one  brand  of  medical  care:  first  class  medical  care  to  all 
citizens  independently  of  their  socioeconomic  status,  race,  religious  or 
political  beliefs. 

Our  State  medical  association  goal  is  Operation  Equality,  one  and 
only  one  brand  of  medical  care  for  everyone  in  the  land,  an  ideal  that 
will  be  of  immeasurable  benefit  to  all  our  countrymen.  We  shall 
limit  our  presentation  to  those  areas  which  in  a  special  way  affect  the 
development  of  health  and  welfare  services  and  ^programs  in  Puerto 
Rico. 

Section  104.  Increase  in  benefits  for  certain  individuals  age  72. 
Under  this  section  there  would  be  an  increase  from  $35  to  $50  a  month 
of  the  special  amount  that  is  paid  to  certain  people  age  72  and  over 
who  have  not  worked  in  covered  employment  sufficiently  long  enough 
to  meet  the  regular  insured  status  requirements,  or  who  had  no  work 
covered  under  social  security.  This  special  payment  to  couples  would 
be  increased  from  $52.50  to  $75  a  month. 

Under  section  104,  residents  of  Puerto  Rico  age  72  and  over  con- 
tinue to  be  excluded  from  benefits  under  these  programs,  thus  denying 
these  very  important  benefits  to  several  thousands  of  our  senior  citi- 
zens. We  recommend  that  our  over  72  citizens  be  given  the  same  bene- 
fits received  by  other  American  citizens. 

Title  II — Public  Welfare  Amendments 

PART  1  PUBLIC  ASSISTANCE  AMENDMENTS 

The  present  formula  for  the  allocation  of  Federal  funds  to  match 
States  expenditures  for  welfare  programs  under  titles  I,  IV,  X,  XIV, 
and  XVI  of  the  Social  Security  Act  does  not  apply  to  Puerto  Rico. 
Under  section  1108  of  the  Social  Security  Act  the  allocation  of  Fed- 
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eral  funds  for  this  purpose  to  Puerto  Kico  is  now  limited  to  $9.8 
million. 

Therefore,  Puerto  Kico  would  be  denied  Federal  matching  funds 
in  financing  the  cost  of  meeting  the  requirements  that  these  amend- 
ments will  impose  upon  its  public  welfare  programs,  since  H.E.  5710 
does  not  contain  provisions  for  eliminating  the  ceiling  now  limiting 
Federal  participation  in  financing  Puerto  Rico's  welfare  programs 
under  the  above  titles  of  the  Social  Security  Act. 

Section  202.  Requirement  for  meeting  full  need.  This  section 
would  require,  effective  July  1,  1969,  that  States  shall  meet  the  full 
need  of  eligible  individuals  as  determined  under  the  State's  standards 
which  shall  be  no  lower  than  those  in  effect  in  January  1967. 

It  further  provides  that  standards  shall  be  reviewed  annually  and 
to  the  extent  required  by  the  Secretary  updated  to  take  account  of 
cost-of-living  increases.  It  is  applicable  to  the  programs  of  old-age 
assistance,  aid  to  families  with  dependent  children,  aid  to  the  blind,  aid 
to  the  permanently  and  totally  disabled,  and  the  combined  adult  pro- 
gram under  title  XVI. 

Under  this  section  the  Division  of  Public  Welfare  of  the  Depart- 
ment of  Health  of  Puerto  Rico  would  be  required  to  make  annual  re- 
visions, to  take  account  of  increases  in  the  cost  of  living,  of  its  stand- 
ards of  eligibility  under  which  welfare  money  payments  are  made  to 
eligible  individuals,  and  as  of  July  1, 1969,  such  payments  must  meet 
the  full  maintenance  needs  of  eligible  individuals. 

During  fiscal  year  1966,  money  payments  made  by  the  Division 
of  Public  Welfare  to  eligible  adult  persons  only  covered  an  estimated 
45  percent  of  the  basic  subsistence  needs  of  these  individuals.  Pay- 
ments to  eligible  children  only  covered  an  estimated  33  percent  of  their 
basic  subsistence  needs. 

Average  welfare  money  payment  for  all  categories  was  around 
$13.25  a  month,  and  around  $3.1  million  during  said  year. 

If  for  fiscal  year  1969,  Puerto  Rico  were  to  establish  a  basic  main- 
tenance standard  of  $1,500  annual  income  or  less  for  an  individual 
to  receive  welfare  payments  and  a  basic  maintenance  standard  of 
$3,000  annual  income  or  less  for  a  family  of  five  to  receive  money 
payments,  and  such  payments  are  to  meet  the  full  needs  of  these  in- 
dividuals and  families,  the  picture  of  welfare  money  payments  would 
be  as  follows : 


Average  welfare  money  payment: 

Individual  welfare  payment  (monthly) 

Family  of  5  (monthly)  

Potentially  eligible  population  

Estimated  costs  (millions)  


$13. 25 
$66. 25 
243, 280 
$3.1 


$50 
$250 
810, 000 
$40.  5 


Because  prevailing  ceiling  limiting  Federal  participation  in  this 
program  to  $9.8  million,  the  same  would  cost  the  people  of  Puerto 
Rico  $30.7  million. 

Section  203.  Income  in  determining  eligibility.  This  would  require 
that,  effective  July  1,  1969,  a  State's  standards  with  respect  to  income 
used  in  determining  eligibility  for  cash  assistance  payments  shall  be 
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no  less  than  two-third  of  those  used  for  medical  assistance.  This  is 
applicable  to  all  of  the  titles  under  which  money  payments  are  made. 

Under  this  section  Puerto  Rico  would  be  required  effective  July  1, 
1969,  to  establish  eligibility  standards  with  respect  to  income  which  are 
no  less  than  two-thirds  of  those  used  for  medical  assistance  under  its 
State  plan  of  medical  assistance,  title  XIX  (medicaid) . 

Current  eligibility  standards  for  medical  assistance  are  as  follows : 

(a)  $1,500  annual  income  for  a  person  living  alone. 

(b)  $1,000  plus  $400  times  the  number  of  members  in  the  unit  when 
living  in  a  family  group  ($3,000  annual  income  for  a  family  of  5 
members) . 

Therefore  under  this  section  annual  income  eligibility  standards  for 
welfare  money  payments  recipients  would  have  to  be  established  at 
the  following  level : 

( a )  Single  individual — $1 ,000  annual  income  or  less. 

(b)  Family  ( 5  members)  — $2,000  annual  income  or  less. 

By  comparison,  current  income  eligibility  standards  for  welfare  pay- 
ments in  Puerto  Rico  are  estimated  to  be  as  follows : 

(■a)  Single  individual — $400  or  less  annual  income. 

(b)  Family  (5  members)  — $1,800  or  less  annual  income. 

A  welfare  program  under  the  eligibility  standards  required  by  this 
section,  would  cost  the  people  of  Puerto  Rico  the  sum  of  $20  million 
(estimate) . 

CONCLUSION 

Sections  202  and  203  impose  requirements  for  State  welfare  pro- 
grams which  Puerto  Rico  is  unable  and  will  continue  to  be  unable  to 
meet  under  the  present  statutory  limitation  of  Federal  funds  to  Puerto 
Rico  for  welfare  programs. 

Under  these  requirements,  and  unless  Federal  funds  for  welfare  pro- 
grams are  made  available  to  Puerto  Rico  on  the  same  basis  that  they  are 
made  available  now  to  other  States,  the  Commonwealth  of  Puerto  Rico 
cannot  afford  to  have  a  welfare  program. 

The  irony  of  this  situation  is  that  while  these  requirements  (amend- 
ments) are  intended  to  upgrade  welfare  programs  to  make  them  effec- 
tive tools  to  fight  the  war  against  poverty,  for  Puerto  Rico,  they  mean 
the  destruction  of  its  welfare  program  and  a  step  backward  in  its  own 
ongoing  fight  against  poverty. 

Section  205.  Federal  share  of  public  assistance  expenditures:  In 
case  of  individuals  who  are  currently  certified  by  a  physician  to 
require  skilled  nursing  home  care  unless  appropriate  services  are 
provided  in  other  institutions  or  in  their  own  homes,  States  would  be 
given  the  option  to  receive  Federal  participation  in  the  full  cost  of 
such  institutional  care  or  services  at  the  same  rate  as  if  they  were  pro- 
vided under  title  XIX.  This  would  make  it  possible  to  eliminate  use 
of  skilled  nursing  home  care  institutions  where  other  services  would 
suffice. 

Because  of  the  existing  limitation  on  Federal  funds  participation  in 
Puerto  Rico's  welfare  program,  the  benefits  of  this  section  will  be 
denied  to  current  and  future  recipients  of  welfare  payments. 

This  section  provides  for  Federal  participation  in  financing  the 
full  cost  of  skilled  nursing  care  for  welfare  clients,  provided  need 
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for  such  care  is  physician  certified  and  is  given  outside  of  skilled 
nursing  homes. 

Section  206.  Additional  Federal  payments  to  meet  the  non-Fed- 
eral share  of  cash  expenditures :  The  Secretary  would  be  authorized 
to  make  grants  totaling  not  more  than  $60  million  each  year,  for  the 
fiscal  years  ending  June  30,  1970,  and  June  30,  1971,  to  assist  States 
in  meeting  the  costs  of  other  requirements  imposed  by  these  amend- 
ments. 

In  making  such  payments,  the  Secretary  would,  among  other 
factors,  consider  the  fiscal  ability  of  the  State,  its  fiscal  effort  for 
welfare  and  related  programs,  the  effect  of  increases  in  social  security 
benefits,  and  the  amount  of  State  and  local  funds  required  in  order 
to  comply  with  the  new  provisions. 

Under  this  section,  $60  million  are  authorized  to  assist  the  States 
in  meeting  the  cost  of  the  requirements  imposed  by  these  public  wel- 
fare amendments.  Here  is  the  only  source  where  Puerto  Rico  could 
get  such  assistance,  but  the  chances  of  obtaining  the  needed  amount 
of  cash  assistance  for  its  welfare  program  are  none,  because  $60  million 
is  grossly  inadequate  in  terms  of  the  money  that  is  really  needed  by 
the  majority  of  the  States  and  Puerto  Rico  to  meet  the  cost  of  financ- 
ing compliance  with  these  requirements. 

PART  2  MEDICAL  ASSISTANCE  AMENDMENTS 

Introduction :  Puerto  Rico  has  a  medical  assistance  plan,  approved 
under  the  provisions  of  title  XIX  (medicaid),  Public  Law  89-97 
which  provides  health  services  to  the  medically  needy,  and  the  cate- 
gorically needy  (welfare  recipients)  under  titles  I,  IV,  X,  XIV,  and 
XVI  of  the  Social  Security  Act. 

Annual  income  eligibility  ceilings  for  this  medical  assistance  plan 
are  as  follows : 

(a)  Single  individual— $1,500. 

(b)  Family  (five  members)— $3,000. 

Under  these  ceilings  1.25  million  people  are  estimated,  to  be  poten- 
tially eligible  to  receive  medical  assistance  as  follows : 


(a)  Needy  children  (455,000  are  dependent  children)  910,000 

(b)  Aged,  65  and  over   130,000 

(e)  Totally,  permanently  disabled   155, 000 

(d)  Blind   5,000 

(e)  Parents,  relatives  of  dependent  children   50,000 


Total  public  expenditures  (annual)  under  this  program  amount  to 
around  $41  million  of  which  Puerto  Rico  has  the  legal  potential  of 
obtaining  $22  million  in  Federal  reimbursements  under  title  XIX — 
Public  Law  89-97  a  year. 

Now  we  shall  see  what  effect  these  medical  assistance  amendments 
will  have  upon  this  important  program : 

Section  220— 

Federal  payments  shall  not  be  made  for  expenditures  for  medical  assistance 
in  any  state  for  individuals  whose  income  exceeds  the  amount  equivalent  to 
150  percent  of  the  highest  amount,  applicable  in  the  state  for  determining  need 
and  eligibility  of  an  individual  for  aid  or  assistance  as  welfare  money  payments 
under  state  plans  approved  under  Titles  I,  IV,  X,  XIV,  and  XVI. 
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Under  this  requirement,  individuals  in  Puerto  Kico  with  an  annual 
income  of  less  than  $1,000  would  be  eligible  for  medical  assistance 
under  the  medical  assistance  plan,  title  XIX,  Public  Law  89-97 
above  presented.  It  will  not  affect  the  eligibility  of  families  with 
less  than  $3,000  annual  income  (five-member  family)  but  will  affect  the 
families  with  less  or  more  than  five  members. 

Because  the  medically  needy  and  categorically  needy  in  Puerto 
Rico  are  of  large  families,  in  effect  this  requirement  will  result  in  the 
reduction  of  the  number  of  individuals  and  families  which  could  be 
eligible  for  medical  assistance  under  Puerto  Rico's  title  XIX  medical 
assistance  plan.  It  can  be  estimated  that  about  700,000  persons  will 
be  eligible  under  this  requirement,  as  compared  with  1.25  million  per- 
sons now  potentially  eligible. 

In  terms  of  dollars  and  cents,  Federal  reimbursements  to  Puerto 
Rico  under  title  XIX,  Public  Law  89-97,  will  be  reduced  from  the 
current  $22  to  around  $10  million  a  year. 

At  the  same  time  the  government  of  the  Commonwealth  and  its 
municipalities  will  have  to  continue  providing  needed  medical  care 
to  those  individuals  and  families  made  ineligible  to  receive  such  care  by 
this  requirement,  and  shall  have  to  do  so  without  the  benefit  of  Fed- 
eral reimbursement  to  the  extent  of  55  percent  of  the  cost  of  such 
care. 

The  amendment  contained  in  section  220  is  intended  to  place  a 
ceiling  on  Federal  participation  in  the  financing  of  medical  assistance 
under  title  XIX,  Public  Law  89-97  particularly  aimed  to  limit  the 
extent  of  Federal  participation  in  financing  medical  assistance  under 
this  title  in  the  more  affluent  States,  such  as  New  York  and  California. 
Actually  the  opposite  result  is  obtained. 

New  York,  California,  Hawaii,  Massachusetts,  Michigan,  North 
Dakota,  Oklahoma,  Utah,  Washington,  Minnesota,  and  Wisconsin  are, 
relatively  speaking,  affluent  States,  with  annual  income  eligibility 
standards  for  welfare  money  payments  higher  than  the  national 
average. 

Therefore,  section  220  has  little  effect,  if  any,  upon  title  XIX,  med- 
ical assistance  plans  of  these  States,  as  they  shall  continue  to  receive 
the  same  amounts  of  Federal  reimbursement  money  that  they  now  re- 
ceive under  their  ongoing  State  plans  for  medical  assistance  under  title 
XIX,  Public  Law  89-97. 

The  poor  States,  Kentucky,  Louisiana,  West  Virginia,  and  the  Vir- 
gin Island  and  Puerto  Rico,  all  with  approved  title  XIX  medical 
assistance  plans,  because  of  their  very  low  annual  income  eligibility 
standards  for  welfare  money  payments  will  be  unable  to  meet  the  re- 
quirement of  this  amendment  and  will  end  receiving  less  Federal  re- 
imbursement money  under  the  same,  than  they  now  are  receiving  under 
their  approved  State  plans  for  medical  assistance  under  title  XIX. 

In  conclusion,  those  States  which  badly  need  Federal  assistance  for 
financing  medical  care  for  the  poor  will  get  less  money,  and  those  States 
with  less  need  for  this  assistance  will  end  receiving  the  largest  share 
of  the  same. 

FEDERAL  MATCHING  UNDER  TITLE  XIX 

On  the  mainland  Federal  reimbursement  varies  from  50  to  83  per- 
cent depending  on  the  per  capita  income  of  the  State  in  such  a  way 
that  the  poorer  States  get  the  higher  Federal  matching. 
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In  Puerto  Rico  (and  in  Guam  and  the  Virgin  Islands)  there  is  a 
fixed  ceiling  of  55  percent  on  Federal  reimbursement.  Since  the  per 
capita  income  of  Puerto  Rico  is  at  present  lower  ($1,000  per  annum) 
than  that  of  the  poorest  State,  this  limitation  makes  it  very  difficult  for 
our  island  to  be  able  to  finance  a  program  which  requires  the  furnish- 
ing by  July  1,  1975,  of  "comprehensive  care  and  services  to  substan- 
tially all  individuals  who  meet  the  plan's  eligibility  standards  with 
respect  to  income  and  resources  including  services  to  enable  such  in- 
dividuals to  attain  or  retain  independence  or  self-care." 

The  population  of  Puerto  Rico  which  at  present  meets  "the  plan's 
eligibility  standards  with  respect  to  income  and  resources"  has  been 
calculated  by  our  State  title  XIX  agency  (the  department  of  health) 
as  1,700,000  persons. 

The  government  of  Puerto  Rico  is  spending  16  percent  of  its  budget 
in  the  provision  of  health  services  to  the  medically  needy.  Since  the 
total  budget  amounts  to  only  much  less  than  $1  billion  for  the  fiscal 
year  1967-68,  it  becomes  evident  that  the  purpose  of  title  XIX  legis- 
lation may  be  defeated  by  the  limitation  of  Federal  matching  to  55 
percent. 

The  Puerto  Rico  Medical  Association  recommends  that  the  law  be 
amended  so  that  matching  funds  be  granted  to  all  needy  citizens  on 
the  basis  of  need  as  related  to  per  capita  income. 

On  the  mainland  Federal  matching  for  cash  assistance  programs  is 
based  on  a  percentage  of  what  the  State  spends.  In  Puerto  Rico  we 
have  a  double  limitation:  (1)  matching  on  the  basis  of  the  amount 
spent;  (2)  a  fixed  ceiling  on  the  total  amount  of  Federal  funds  that 
may  be  reimbursed  in  any  one  year. 

The  scarcity  of  available  local  government  funds,  coupled  with  the 
drastic  limitation  on  available  Federal  funds  (without  regard  to  actual 
need  as  determined  by  per  capita  income  levels  or  any  other  criteria), 
has  resulted  in  a  pitifully  inadequate  cash  assistance  program  in  Puerto 
Rico  with  cash  grants  at  a  way  below  subsistence  level. 

If  the  amendment  proposed  in  section  220  were  applied  to  Puerto 
Rico,  our  title  XIX  plan  would  fold. 

The  Puerto  Rico  Medical  Association  requests  that  section  220  be 
eliminated,  or  that  if  passed,  it  specifically  exclude  Puerto  Rico  or 
otherwise  the  entire  title  XIX  legislation  would  become  academic  for 
our  island. 

We  would  like  to  take  advantage  of  the  opportunity  to  point  out 
that  if  the  purpose  of  other  cash  grant  Federal  programs  is  to  be 
effective  in  Puerto  Rico,  special  limitations  must  be  excluded  from  such 
programs. 

Although  Puerto  Rico  has  made  great  strides  in  its  economic  devel- 
opment in  recent  years,  it  is  still  far  behind  the  poorer  States.  For 
its  most  rapid  development,  it  needs  help  at  least  to  the  extent  it  is 
granted  to  the  most  needy  State. 

Section  222  would  amend  the  provisions  of  title  XIX  relating  to 
payments  to  the  State  to  provide  that  beginning  July  1,  1967,  the 
Federal  Government  would  not  participate  in  meeting  the  cost  of 
amounts  expended  as  medical  assistance  for  individuals,  if  the 
amounts  would  not  have  been  expended  if  the  individual  had  been  en- 
rolled under  part  B  of  medicare. 

Under  this  amendment,  Puerto  Rico  would  have  to  buy  in  by  pay- 
ment of  a  $3  monthly  premium  on  behalf  of  individuals  who  are 
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eligible  for  medical  insurance  benefits  under  part  B  supplementary 
voluntary  medical  insurance,  title  XVIII  (medicare). 

If  Puerto  Kico  fails  to  buy  in  for  eligible  individuals,  there  would 
be  no  Federal  reimbursement  for  expenditures  for  medical  care  which 
would  have  been  covered  under  supplemental  voluntary  insurance,  had 
eligible  individuals  been  enrolled  by  Puerto  Kico  in  such  insurance 
program. 

Puerto  Kico  at  present  does  not  buy  in  supplemental  medical  in- 
surance for  these  eligible  individuals,  and  limits  itself  to  comply  with 
the  letter  of  the  law,  89^97,  by  paying  on  behalf  of  these  individuals, 
the  deductibles  and  coinsurance  payments  stated  under  part  A — Hos- 
pital insurance  for  the  aged,  65  and  over,  title  XVIII  (medicare). 

The  Puerto  Rico  Medical  Association  favors  this  amendment. 

Section  226.  Free  choice  by  individual  eligible  for  medical  assist- 
ance. An  individual  eligible  for  medical  assistance  would  be  free  to 
choose  any  institution,  agency  or  person  (including  a  prepayment 
plan)  qualified  to  perform  the  services  required  and  who  undertakes 
to  provide  such  services  to  him. 

We  strongly  believe  that  quality  of  medical  care  is  closely  associated 
with  the  democratic  right  of  a  patient  to  freely  choose  his  physician. 

It  is  the  patient  who  is  the  reason  for  the  existence  of  the  physician. 
If  there  were  no  patients  or  diseases  we,  physicians,  would  not  have 
dedicated  our  lives  to  medicine. 

When  a  human  being  becomes  ill,  nature  deprives  him  of  his  most 
precious  possession,  his  health.  Upon  finding  himself  ill,  the  head  of 
a  family  will  worry  tremendously  since  overnight  he  has  ceased  to 
be  the  provider  for  his  family;  he  has  changed  from  activity  to  in- 
activity ;  from  independence  to  dependence  on  others  he  has  ceased  to 
be  a  breadwinner,  he  cannot  bring  home  the  fruits  of  his  labor.  The 
patient  is  overcome  by  the  most  elemental  and  primitive  of  fears. 
Into  this  state  of  complete  dependency  comes  the  guardian  of  health, 
the  physician. 

The  patient  prefers  not  only  the  physician  who  is  well  prepared 
professionally  but  the  one  who  not  only  knows  him  but  also  knows  his 
close  relatives,  one  who  knows  his  good  points,  his  weaknesses,  to 
whom  he  can  pour  out  his  problems  knowing  that  his  secrets  will  re- 
main so  for  the  rest  of  his  life. 

The  patient  who  knows  and  trusts  his  doctor  and  talks  freely  with 
him  has  a  better  chance  of  getting  well  and  it  is  when  this  relation  of 
positive  affinity  exists  between  physician  and  patient  that  half  the 
battle  has  been  won  since  medicine  as  a  science  is  not  exact  and  is 
composed  of  part  science  and  part  art. 

The  patient  benefits  much  more  completely  when  the  chosen 
physician  subtly  combines  the  science  and  art  of  medicine.  We  find 
that  many  of  the  symptoms  that  our  patients  present  are  due  to  emo- 
tional maladjustments  which  clear  up  completely  when  we  listen 
sympathetically. 

We  are  firm  believers  in  freedom  of  selection  of  the  physician  by 
the  patient  from  among  his  competitors.  Freedom  of  choice  of 
physician  by  the  patient  enhances  the  concept  of  progress  and  democ- 
racy in  action.  It  destroys  apathy  and  dependence  upon  others,  en- 
hances personal  initiative  which  is  an  essential  spark  in  any  democratic 
form  of  government.  q 
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Freedom  of  choice  and  the  right  to  demand  a  certain  type  and 
quality  of  care  makes  for  better  fulfillment  of  duties  and  obligations, 
stimulates  physicians  to  try  to  better  themselves  continuously. 

To  be  a  good  physician  one  must  have  a  firm  vocation  and  practice 
his  profession  with  complete  dedication.  This  vocation  must  fre- 
quently be  nourished  freely.  The  nutriment  which  best  supports  and 
nourishes  this  vocation  is  when  the  physician  feels  as  the  chosen  one 
and  the  patient  calls  him  "my  doctor."  The  act  by  which  the  patient 
chooses  one  freely  from  among  one's  competitors  represents  the  blood 
that  nourishes  our  vocation. 

RECOMMENDATION 

The  Puerto  Eico  Medical  Association  recommends  the  adoption  of 
requirements  which  would  guarantee  an  individual  under  title  XIX 
free  choice  of  physician. 

Handbook,  supplement  D,  medical  assistance  programs  under  title 
XIX  of  the  Social  Security  Act  which  contains  the  official  policies  of 
the  Department  of  Health,  Education,  and  Welfare  in  regards  to  title 
XIX  State  plans.  We  quote  D-1000  as  it  expresses  our  position  in 
regards  as  to  health  plans — 

The  goal  of  any  health  service  plan  must  he  to  promote  healthy  population,  to 
prevent  illness  and  premature  death,  to  correct  or  limit  disability  to  treat  all  ill- 
nesses and  to  provide  maximum  rehabilitation  to  all  persons  with  impairments. 
The  achievement  of  these  goals  involves  the  fullest  possible  application  of  medi- 
cal knowledge  and  the  use  of  all  resources.  In  seeking  to  put  title  XIX  into 
effect,  States  are  expected  to  approach  the  provision  of  such  health  services  with 
the  aim  of  making  them  readily  available  to  all  eligible  persons.  The  States 
are  expected,  furthermore,  to  set  standards  that  will  be  appropriate  to  insure 
that  the  services  will  be  of  high  quality  and  to  adopt  methods  of  administration 
designed  to  assure  that  the  services  are  furnished  in  a  sympathetic  and  dignified 
manner. 

The  Puerto  Eico  Medical  Association  expresses  its  deepest  grati- 
tude for  this  opportunity  to  appear  before  the  distinguished  mem- 
bers of  the  Ways  and  Means  Committee  to  express  its  position  and 
ideas  in  regards  to  H.R.  5710. 

We  will  continue  to  look  for  our  goal:  Operation  Equality  until 
every  single  citizen  receives  the  best  quality  of  medical  care  through 
free  choice  of  physician  regardless  of  his  socioeconomic  status,  race, 
religious  or  political  beliefs. 

Thank  you. 

Mr.  Ullman.  Dr.  Izquierdo-Mora,  we  very  much  appreciate  your 
statement.  I  want  to  assure  you  that  we  will  give  it  the  most  careful 
study.  This  is  an  important  matter  and  we  do  recognize  that  the 
effects  of  the  legislation  will  fall  in  a  somewhat  different  manner  on 
Puerto  Rico  than  it  will  the  other  parts  of  the  country. 

Are  there  any  questions  ?    Mr.  Burke. 

Mr.  Burke.  I  just  wish  to  join  the  chairman  and  assure  you  that 
we  will  look  into  this  matter  because  I  can  see  the  problem  that  is 
raised  in  Puerto  Rico.  You  have  explained  it  very  clearly  here  this 
morning.  I  certainly  will  join  with  the  chairman  and  other  members 
in  trying  to  relieve  the  situation  if  we  can. 

Mr.  Ullman.  Dr.  Izquierdo-Mora,  what  will  happen  to  the  old-age 
assistance  program  in  Puerto  Rico  if  the  Commonwealth  is  covered 
under  the  so-called  Prouty  amendment  for  uninsured  individuals 
over  72? 
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Dr.  De  Choudens.  Will  you  repeat  the  question  please,  Mr.  Ull- 
man? 

Mr.  Ullman.  It  would  give  them  a  minimum  though  they  are  not 
covered. 

Dr.  De  Choudens.  Yes,  sir. 

Mr.  Ullman.  Do  you  understand?  What  would  the  effect  of  it  be 
on  your  welfare  program  if  the  Prouty  amendment  were  passed  ? 

Dr.  De  Choudens.  The  effect  would  be  that,  we  are  told,  3,000  to 
4,000  of  our  citizens  who  are  over  72  would  not  receive  the  public 
assistance  for  the  aged  because  then  they  will  be  receiving  more  money 
than  they  are  receiving  under, the  present  public  assistance  program. 

Mr.  Ullman.  In  other  words,  there  would  be  a  gap  in  the  treatment 
between  the  people  over  72  and  the  people  between  65  and  72  if  it  were 
passed,  would  there  not? 

Dr.  De  Choudens.  The  people  over  72  who  would  be  covered  by 
social  security  would  be  receiving  more  money  than  the  people  between 
65  and  72  who  are  not  covered  by  social  security. 

Mr.  Ullman.  Yes. 

Dr.  De  Choudens.  Yes,  sir. 

Mr.  Ullman.  What  would  be  the  more  rational  approach  to  this 
problem  in  your  judgment?  Liberalization  of  the  dollar  amount  on 
cash  payments  for  Puerto  Rico,  or  this  Prouty  amendment  that  we 
have  just  been  referring  to? 

Dr.  De  Choudens.  Well,  on  the  matter  of  principle  we  believe  that 
first  we  should  have  all  our  citizens  covered  on  the  same  basis.  On 
the  matter  of  actual  cash  benefits  we  really  haven't  studied  that  posi- 
tion and  are  really  unable  to  give  a  definite  opinion  at  this  time. 

Mr.  Ullman.  You  might  do  some  study  and  supply  supplemental 
information  for  the  committee  on  this  question  as  to  which  you  think 
would  be  the  most  desirable  approach  to  the  problem  if  you  have  to 
choose  between  one  or  the  other. 

Dr.  Izquierdo-Mora.  We  will  study  it  and  as  soon  as  possible  sub- 
mit it  to  the  committee. 

(The  following  material  was  received  by  the  committee:) 

If  we  had  to  choose  between  one  or  the  other,  we  believe  that  the  most  ra- 
tional approach  to  this  problem  would  be  amendment  of  Section  1108  of  the 
Social  Security  Act  so  that  the  ceiling  on  Federal  Funds  for  public  assistance 
of  $9.8  millions  per  annum  be  eliminated  and  amendment  of  section  3  so  that 
the  formula  for  Federal  matching  would  be  the  same  as  that  of  any  federated 
state.  This  would  permit  adequate  old-age  assistance  to  all  people  age  65  or  over. 

However,  to  the  extent  that  any  special  restrictions  remain  under  Section 
1108  or  Section  3,  the  Commonwealth  government  would  be  unable  to  raise  public 
assistance  payments  to  $50  per  month  in  which  case  those  over  72  would  be  better 
off  if  included  in  the  priority  amendment. 

Free  Choice  Medical  Assistance  in  Puerto  Rico  Under  Title  XIX,  Public 
Law  89-97,  for  Fiscal  Year  1969-70 — "Economic  Feasibility  Study" 

(Respectfully  submitted  by  Luis  A.  Izquierdo-Mora,  M.D.,  President;  Jose  A. 
Alvarez  de  Choudens,  M.D.,  President-Eleet ;  Luis  F.  Sala,  M.D.,  Past  President) 

introduction 

Since  January  1,  1966,  the  Commonwealth  of  Puerto  Rico  is  providing  medical 
assistance  of  a  comprehensive  nature  to  the  categorically  needy  and  the  medically 
needy  under  the  provisions  of  Title  XIX — Public  Law  89-97.  This  medical  assist- 
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ance  is  made  available  and  accessible  to  the  eligible  population,  through  health 
care  programs  and  facilities,  under  the  technical  and  administrative  control  of 
the  Department  of  Health  of  the  Commonwealth  of  Puerto  Rico  and  through 
the  health  care  facilities  of  municipal  governments  in  the  island,  under  pertinent 
administrative  arrangements  with  the  Department  of  Health. 

Participation  of  private  health  care  resources  in  this  medical  assistance  pro- 
gram has  been  so  far  limited  to  six  private  hospitals,  because  their  services  and 
facilities  are  of  a  specialized  nature,  or  they  are  more  readily  available  to  patients 
than  similar  government  facilities. 

The  minimal  participation  of  the  private  health  care  sector  in  this  program 
throughout  the  Commonwealth  of  Puerto  Rico,  has  been  heretofore  justified 
under  the  argument  that  most  of  the  health  care  resources — health  programs, 
physical  facilities  and  health  care  personnel — in  Puerto  Rico,  make  up  a  govern- 
mental health  care  system  able  to  provide  health  care  services  to  the  categorically 
and  medically  needy  sector  of  the  population,  at  a  lower  cost,  than  if  these  serv- 
ices were  in  part  purchased  on  their  behalf  from  the  private  health  care  sector. 

Thus  in  the  Commonwealth  of  Puerto  Rico,  we  have  arrived  at  a  point  in  time, 
where  we  have  two  health  care  systems  in  competition,  instead  of  both  being 
integral  parts  of  a  system  capable  of  meeting  and  satisfying  the  current  and 
future  health  care  needs  of  all  the  people,  and  both  offering  similar  health  services 
in  regards  to  their  amount,  duration,  scope  and  quality. 

We  believe,  that  mutually  acceptable  avenues — of  a  technical,  functional,  ad- 
ministrative and  financial  nature — can  be  found  to  bring  about  in  the  very  near 
future,  this  oneness  so  vital  to.  the  health  and  welfare  of  our  people.  It  is  ac- 
cepted that  among  these  avenues,  the  most  difficult  one  to  be  traveled  shall  be 
that  leading  to  a  sound  financing  of  the  cost  of  comprehensive  medical  care 
services,  available  at  the  selection  of  the  individual,  from  the  public  and  private 
components  of  a  unified  health  care  system. 

Therefore,  the  Puerto  Rico  Medical  Association  as  spokesman  for  the  organized 
medical  profession  in  Puerto  Rico,  and  in  recognition  of  the  fact,  that  its  mem- 
bers represent  a  socially  responsible,  and  responsive  force  capable  of  cementing 
this  partnership,  presents  henceforth  a  study  which  indicates  the  economic 
feasibility  of  using  a  combination  of  Local,  Commonwealth  and  Federal  tax 
funds  for  financing  the  availability  and  accessibility  of  comprehensive  health 
care  services  for  the  categorically  and  medically  needy  in  Puerto  Rico,  within 
a  free  choice  setting,  under  the  provisions  of  Title  XIX — Public  Law  89-97, 
and  with  the  full  utilization  and  participation  of  available  private  and  public 
health  care  resources. 

FREE-CHOICE  MEDICAL  ASSISTANCE,  TITLE  XIX — PUBLIC  LAW  89-9  7,  COMMONWEALTH 
OF  PUERTO  RICO,  FISCAL  YEAR  1969-70 

As  previously  stated,  the  exclusion  of  private  medical  care  resources  from 
Puerto  Rico's  Medical  Assistance  Program  under  Title  XIX — Public  Law  89-97, 
has  been  and  is  being  justified  with  the  following  assertions : 

1.  The  public  Commonwealth — Municipal  Medical  Care  System  is  able  to  pro- 
vide medical  care  services  at  a  lower  cost  than  the  private  medical  care  system. 

The  economic  validity  of  this  statement  is  questionable.  The  method  currently 
in  use  to  determine  the  cost  of  medical  care  services  within  this  governmental 
system  can  produce,  at  its  best,  an  average  gross  cost  figure  for  this  care. 

True  cost  of  medical  care,  as  recognized  by  the  American  Hospital  Associa- 
tion, Social  Security  Administration  and  others,  only  can  be  the  end  product  of 
an  efficient  cost  accounting  and  cost  auditing  system  based  on  the  sound  prin- 
ciple of  ratio  of  charges  (services)  to  costs  of  services — "RCC  Formula". 

Since  the  Commonwealth — Municipal  Medical  Care  System  lacks  this  type  of 
cost  accounting  and  cost  auditing  system,  the  cost  of  the  medical  care  services 
as  now  determined,  is  being  grossly  understated. 

2.  If  individuals  and  families  eligible  for  medical  assistance  at  public  ex- 
pense were  given  the  freedom  to  seek  and  receive  the  same  from  the  private 
medical  care  sector,  the  cost  of  such  assistance  would  be  beyond  the  reach  of 
the  economic  resources,  which  the  Commonwealth  andi  its  Municipalities  could 
make  available  in  a  given  fiscal  year,  for  this  purpose. 

The  validity  of  this  statement  appears  to  be  justified  by  the  erroneous  fear 
that  individuals  and  families  eligible  to  receive  medical  assistance  at  public 
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expense,  would  overnight  and  in  droves  go  to  seek  medical  care  services  from 
the  private  medical  care  sector,  instead  of  continuing  to  seek  these  in  existing 
and  future  governmental  facilities. 

It  cannot  be  denied  that  bringing  the  private  medical  care  sector  to  participate 
in  Puerto  Rico's  Title  XIX  Medical  Assistance  Program  will  result  in  a  gradual 
increase  in  the  utilization  of  this  sector  by  those  individuals  and  families  eligible 
to  receive  medical  assistance  under  the  program. 

Likewise  it  should  be  recognized,  that  if  medical  assistance  at  public  expense, 
is  made  available  through  the  private  medical  care  sector,  the  governmental 
medical  care  system  would  obtain  gradual  relief  from  the  constant  pressures 
and  demands  of  the  medically  needy  for  services,  which  the  current  health  care 
resources  of  the  system  are  unable  to  satisfy.  In  fact,  the  resources  of  the  private 
medical  sector  would  not  supplant,  but  will  supplement  existing  governmental 
health  care  facilities  and  programs  for  many  years  to  come. 

The  bill  H.R.  5710— "The  Social  Security  Amendments  of  1967,  under  Title 
II — Public  Welfare  Amendments,  Section  226,  if  enacted,  would  make  it  manda- 
tory for  Puerto  Rico  to  amend  its  Medical  Assistance  Program  under  Title  XIX — 
Public  Law  89-97  to  allow  eligible  individuals  under  the  program  freedom  to 
choose  any  institution,  agency  or  person  (including  a  prepayment  plan)  quali- 
fied to  perform  the  sendees  required  and  who  undertakes  to  provide  such  services 
to  them. 

We  believe  that  the  proper  combination  and  utilization  of  Local,  Common- 
wealth and  Federal  Funds  will  result  in  adequate  financial  resources  for  Puerto 
Rico  to  offer,  beginning  fiscal  year  1969-1970,  medical  assistance  to  eligible  in- 
dividuals under  the  provisions  of  Title  XIX — P.L.  89-97,  with  freedom  to  seek 
and  obtain  said  assistance  from  private  and  public  health  care  resources.  In 
support  of  this  belief  the  following  statements  are  offered  for  consideration: 

A.  The  current  level  of  need  for  medical  assistance  at  public  expense,  for 
the  categorically  needy  (welfare  money  payments  recipients)  and  the  medically 
needy  will  prevail  during  the  fiscal  year  1969-1970  as  follows : 


1.  Total  population — Commonwealth  of  Puerto  Rico   2,  650, 000 

65  percent  eligible  for  medical  assistance   1,  700,  000 

(a)  not  eligible  for  claiming  Federal  reimbursement   450,  000 

(b)  eligible  for  claiming  Federal  reimbursement   1,250,000 

2.  Categorical  Distribution  of  Total  Population  eligible  for  claiming  the  cor- 
responding Federal  share  reimbursement  for  the  cost  of  Medical  Assistance : 

(a)  Needy  children   910,000 

a.l.  dependent  children   455,  000 

(b)  Aged  65  years  and  over   130,000 

(c)  Totally  and  permanently  disabled   155,  000 

(d)  Blind  —  5,000 

(e)  Parents  or  relatives  of  dependent  children   50,000 


Total   1,250,000 

3.  Section  1108  of  the  Social  Security  Act  which  now  limits  Federal  partici- 


pation in  Puerto  Rico's  Public  Welfare  Program  to  $9,800,000  will  be  eliminated. 
This  action  will  allow  Puerto  Rico  to  upgrade  its  current  eligibility  standards 
for  welfare  money  payments  to  the  sum  of  $1,000.00  annual  income  for  a  single 
individual  and  to  $2,000.00  annual  income  for  a  family  of  five  members  for  the 
fiscal  year  1969-1970.  Likewise  Puerto  Rico  would  be  able  to  retain  for  this  year 
its  current  annual  income  eligibility  standards  for  medical  assistance  at  public 
expense,  which  are  $1,500  for  a  single  individual  and  $3,000  for  a  family  of  five 
members. 

B.  The  Federal  share  of  the  cost  of  medical  assistance  provided  in  Puerto 
Rico  under  Title  XIX — Public  Law  89-97  will  remain  to  be  in  fiscal  year  1967- 
1970,  55  percent  of  the  cost  of  such  care. 

The  federal  share  for  this  year  is  estimated  at  $25.0  millions  which  the  Depart- 
ment of  Health  of  the  Commonwealth  could  allocate  for  purchasing  medical 
assistance  on  behalf  of  eligible  individuals  from  the  private  medical  care  sector 
in  Puerto  Rico. 

C.  Annual  expenditures  by  the  Commonwealth  of  Puerto  Rico  and  its  munic- 
ipal governments  for  medical  assistance  for  the  categorically  and  medically 
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needy  will  increase  at  the  conservative  rate  of  ten  (10)  percent  a  year,  so  that 
by  fiscal  year  1969-1970,  the  financial  picture  for  Puerto  Rico's  Medical  Assist- 
ance Program  under  Title  XIX — Public  Law  89-97  could  look  as  follows : 

Total  estimated  cost  of  the  program  L  $90,  000,  000 

1.  Commonwealth-municipal  expenditures   65,  000, 000 

2.  Federal  share  of  cost  of  program___T   25,  000,  000 

This  sum  represents  actual  liquid  cash  that  could  be  made  available  for 
purchasing  medical  assistance  services  on  behalf  of  eligible  individuals. 

Probable  patterns  of  utilization  of  Medical  Assistance  Services  by  eligible 
individuals  in  Puerto  Rico,  fiscal  year  1969-J970. 

A.  Inpatient  hospital  services 

1.  Age  group — 65  years  and  over :  j 

(a)  Average  length  of  hospital  stay_^   12  days. 

(b)  Rate  of  hospital  admissions  per  1,000   150. 

(c)  Average  cost  per  hospital-day   $30. 

2.  Age  group — 21-64  years  of  age : 

(a)  Average  length  of  hospital  stay_-L  6  days. 

(b)  Rate  of  hospital  admissions  per  1,000  80. 

(c)  Average  cost  per  patient-day  $30. 

3.  Age  group — under  21  years  of  age : 

(a)  Average  length  of  hospital  stay— i  5  days. 

(b)  Rate  of  hospital  admissions  per  1,000  100. 

(c)  Average  cost  per  patient-day  $30. 

B.  Physicians'  services 

1.  Age  group — 65  years  and  over: 

Average  total  physician  visits  (yearly)  —  6  visits. 

(a)  Average  home  visits  (10  percent)^  0.6  visits. 

(b)  Average  cost  home  visit  ($5x0.6)  $3. 

(c)  Average  number  office  and/or  hospital  visits  5.4. 

(d)  Average  cost  of  office  and/or  hospital  visit  $7. 

■(e)  Average  cost  5.4  office  and/or  hospital  visits  $37.50. 

2.  Age  group — 21  to  64  years: 

Average  total  visits  to  a  physician  (yearly)   5. 

(a)  Average  home  visits  a  year  (10  percent)   0.5  visits. 

(b)  Average  cost  home  visit  ($5x0.5).   $2.50. 

(c)  Average  number  office  and/or  hospital  visits  a  year   4.5. 

(d)  Average  cost  per  office  and/or  hospital  visit   $7. 

(e)  Average  cost  4.5  office  and/or  hospital  visits   $31.50. 

3.  Age  group — under  21  years  of  age : 

Average  total  visits  to  a  physician  a  year   5. 

(a)  Average  home  visits  a  year  (10  percent)   0.5  visits. 

(b)  Average  cost  home  visits  ($5  x  0.5)   $2.50. 

(c)  Average  number  office  and/or  hospital  visits   4.5  visits. 

(d)  Average  cost  per  office  and/or  hospital  visit   $7. 

(e)  Average  cost  4.5  office  and/or  hospital  visits   $31.50. 

C.  Surgical  procedures— Hospital,  office  of  physician 

1.  Age  group — 65  years  and  over :  Average  cost  per  surgical  procedure 
per  eligible  individual  

2.  Age  group— 21  to  64  years :  Average  cost  per  surgical  procedure  per  eligible 
individual— $10. 

3.  Age  group— under  21:  Average  cost  per  surgical  procedure  per  eligible  in- 
dividual—$6. 


SOCIAL  SECURITY  AMENDMENTS  OF   1967  1639d 

D.  Outpatient  laboratory  diagnostic  services,  including  X-rays 

Average 
cost  per 

Age  group  individual 

1.  65  and  over  $10 

2.  21-64   5 

3.  Under  21   3 

E.  Nursing  home  care 

1.  Age  group  65  and  over : 

(a)  5  skilled  nursing  home  days  per  eligible  person. 

(b)  Cost  per  patient  day  $12 

(c)  Cost  per  eligible  individual   60 

2.  Age  groups  21  to  64  and  under  21 : 

(a)  O.OSi  days  per  eligible  person. 

(b)  Cost  per  patient,  day   12 

(c)  Cost  per  eligible  individual  (0.08  x  $12)  0.96 

F.  Home  health  services  (home  care) 

Cost  per 

Average  cost  per  visit  per  eligible  individual  (by  age  group)  :  visit 

1.  65  and  over  $4.00 

2.  21  to  64   1. 25 

3.  Under  21   1.50 

G.  Psychiatric  care  (inpatient  and  outpatient) 

Cost  per 
eligible 

Average  expenditure  per  eligible  individual  (by  age  group)  :  individual 

1.  65  and  over  $2 

2.  21  to  64   3 

3.  Under  21   3 

H.  Tuberculosis  care  (inpatient  and  outpatient) 

Cost  per 

Average  expenditure  per  eligible  individual  (by  age  group)  :  individual 

1.  65  and  over  $2.50 

2.  21  to  64   4.00 

3.  Under  21   6.  00 

/.  Drugs  and  biologicals  by  prescription  only — Ambulatory  medical  care 

Average 

Average  expenditure  per  eligible  individual  (by  age  group)  :  cost 

1.  65  and  over   $35 

2.  21  to  64   20 

3.  Under  21   10 

J.  Prosthetics,  supplies,  etc.  (including  glasses) 

Average 

Average  expenditure  per  eligible  individual  (by  age  group)  :  cost 

1.  65  and  over  $1.50 

2.  21  to  64   5.  00 

3.  Under  21   2.  50 
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K.  Dental  Services 

Average 

Average  expenditure  per  eligible  individual  (by  age  group)  :  cost 

1.  65  and  over   $3 

2.  21  to  64   5 

3.  Under  21   8 


SUMMARY  TABLE 


Estimates  of  Average  Annual  Cost  of  Comprehensive  Medical  Assistance  per 
eligible  individual  within  Puerto  Rico's  medical  assistance  plan — Title  XIX  for 
fiscal  year  1969-70 : 


Service  items 


Age 


65  and  over 

21  to  64 

Under  21 

$54.00 

$14.  00 

$14.00 

40.  80 

34.00 

34.00 

15.00 

10.00 

6.00 

10.00 

5.00 

3.00 

60.00 

.96 

.96 

4.00 

1.25 

1.50 

2.50 

4.00 

6.00 

2.00 

3.00 

3.00 

35.00 

20.00 

10.00 

1.50 

5.00 

2.  50 

3.00 

5.00 

8.00 

196.  30 

102.  21 

88.  96 

A.  Inpatient  hospital  care  

B.  Physicians'  visits  

C.  Surgical  procedures  

D.  Laboratory  diagnostic  procedures  (ambulatory)  

E.  Nursing  home  inpatient  care  

F.  Home  health  visits  (home  care)  

G.  Psychiatric  care  (inpatient-outpatient)  

H.  Tuberculosis  care  (inpatient-outpatient)  

I.  Drugs  and  biologicals  (ambulatory  care)  

J.  Prosthetics,  appliances,  supplies  (including  glasses) 
K.  Dental  services  

Total   


Estimate  of  total  cost  of  Puerto  Rico's  comprehensive  medical  assistance  plan  in 
relation  to  funding  sources,  fiscal  year  1969-70  {million  dollars) 


Age  group 

Eligible 
population 

Total  cost 
of  program 

Title  XVIII 
Federal  share 

Title  XIX 
Federal  share 

Puerto  Rico 
share 

Puerto  Rico 
deficit 

65  plus  

130, 000 
660, 000 
910, 000 

25. 48 
i  67. 32 
80.99 

20. 384 

5.  096 
55. 393 
36. 445 

21  to  64  

11. 781 
44. 545 

Under  21  

Total  

1, 700,  000 

173. 79 

20.384 

56. 326 

97.  080 

7.  08 

i  Includes  450,000  aged  21  to  64  not  eligible  for  claiming  I  ederal  share  reimbursements,  therefore  the  total 
cost  of  their  medical  assistance  must  be  financed  by  Puerto  Rico. 

Includes  155,000  totally  or  permanently  disabled  individuals  some  of  whom  are  receiving  or  may  be  eligible 
to  receive  social  security  disability  benefits  and  therefore  eligible  to  have  their  medical  assistance  financed 
under  the  provisions  of  title  XVIII  Public  Law  89-97  (Social  Security  Amendments  of  1967,  H.R.  5710). 

Includes  5,000  blind  individuals  and  30,000  parents  and/or  relatives  of  dependent  children  for  which  Puerto 
Rico  would  claim  the  corresponding  Federal  share  of  the  cost  of  their  medical  assistance  under  title  XIX, 
Public  Law  89-97. 

As  already  stated  in  this  study,  we  have  estimated  Puerto  Rico's  economic 
resources  for  financing  medical  assistance  for  the  categorically  (welfare  money 
payment  recipients)  and  medically  needy  in  fiscal  year  1969-1970  at  $90,000,000 
(combined  federal  and  commonwealth  funds).  Therefore  in  accordance  with  the 
actual  cost  projection  presented  above,  Puerto  Rico  would  have  to  contribute 
additional  funds  in  the  amount  of  $7.08  million  in  order  to  have,  during  this  fiscal 
year,  a  Title  XIX  Medical  Assistance  Program  within  which  eligible  individuals 
would  have  freedom  to  seek  and  obtain  medical  assistance  from  the  private 
and  public  medical  care  sector. 

Obtaining  a  balance  between  income  and  expenditures  within  the  Medical 
Assistance  Program  during  the  fiscal  year  1969-1970,  in  order  to  eliminate  the 
deficit  of  $7.08  million  already  noted,  should  not  be  a  difficult  task,  if  recognition 
is  given  to  the  fact  that  100  percent  participation  by  the  eligible  population  will 
never  take  place  and  administrative  steps  are  taken  to  limit  the  amount,  dura- 
tion, scope,  but  not  the  quality,  of  the  medical  assistance  to  be  available  under 
the  plan.  Example:  The  simple  elimination  of  ambulatory  availability  of  drugs 
and  biologicals  for  the  aged,  of  home  care  services  for  individuals  below  64  and 
of  inpatient  nursing  home  care  services  for  individuals  below  21  years  of  age 
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would  wipe  out  the  $7.08  million  deficit  and  in  fact  would  produce  a  surplus  of 
funds  to  the  program. 

Expected  distribution  of  the  medical  assistance  dollar — Puerto  Rico's  medical 


assistance  program  under  title  XIX  : 

tribution 

Service  items  Dollar  dis- 

1.  Inpatient  hospital  and  nursing  home  care  $0.  30 

2.  Physicians'   services   0.28 

3.  Drugs,  appliances,  supplies   0.21 

4.  Dental  services   0.10 

5.  Administration    0. 05 

6.  All  other  medical  care   0.  06 


Total   1.00 

Allocation  of  funds  to  services  in  accordance  with  the  distribution  of  the 
medical  assistance  dollar : 

Fund  alloca- 

Service  items  (all  services)  tion  (millions) 

1.  Inpatient  hospital  and  nursing  home  care   52. 20 

2.  Physicians'  services   48.72 

3.  Drugs,  appliances,  supplies   36.  54 

4.  Dental  services   17.40 

5.  Administration    8.  70 

6.  All  other  medical  care  services   10.  44 


Total  1  $174.  00 

1  Actual  amount  is  $173,790,000. 

The  current  distribution  of  medical  care  resources — health  facilities,  program 
and  personnel — in  Puerto  Rico  and  which  will  prevail  in  fiscal  year  1969-1970 
is  as  follows: 

Percent 

Private  medical  care  sector   34 

Public  (governmental)  medical  care  sector   66 

Thus,  it  is  logical  to  expect  that  during  this  first  year  of  participation  of  the 
private  medical  care  sector  in  Puerto  Rico's  Title  XIX  Medical  Assistance  Pro- 
gram, said  sector  will  have  the  potentiality  of  providing  34  percent  of  the  medical 
assistance  services  under  the  program.  Accordingly  a  66-34  percent  allocation 
of  medical  assistance  services  and  funds  to  finance  their  cost  between  the  public 
and  private  medical  care  sectors  is  presented  henceforth : 


Services 


Funds  available  through— * 


Govern- 
mental 
systems 


Private 
systems 


1.  Inpatient  Hospital-Nursing  Home  Care 

2.  Physicians  Services  

3.  Drugs,  Appliances,  Supplies  

4.  Dental  Services  

5.  All  other  Medical  Care  Services  

6.  Administration  of  Program   


34. 45 
32.15 
24. 12 
11.48 
6.89 
5.74 


17.75 
16.57 
12.42 
5.92 
3.  55 
2.96 


i  Millions  of  dollars. 

Suggested  Methodology  for  the  Participation  of  the  Private  Medical  Care  Sector 
within  Puerto  Rico's  Medical  Assistance  Program,  Title  XIX — Public  Law  89-97. 

Under  the  provisions  of  Title  XIX— P.L.  89-97  and  effective  July  1,  1967, 
Puerto  Rico's  Medical  Assistance  Program  must  offer  to  every  eligible  individ- 
ual the  following  basic  medical  care  services  : 

a.  inpatient  hospital  care  (except  in  psychiatric  and  tuberculosis  hospitals). 
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b.  outpatient  diagnostic  and  treatment  services. 

c.  laboratory  diagnostic  services. 

d.  inpatient  nursing  home  care  (except  for  psychiatric  and  tuberculosis 
patients ) . 

e.  physicians  services,  whether  in  hospitals,  nursing  homes,  physicians'  offices 
or  elsewhere. 

Since  medical  care  services  of  a  comprehensive  nature  under  a  State  Title 
XIX  Medical  Assistance  Program  is  not  legally  required  until  July  1, 1975,  Puerto 
Rico  could,  effective  July  1,  1969,  allow  eligible  individuals  the  freedom  to  seek 
and  receive  from  the  private  or  governmental  medical  care  sector  the  basic 
medical  care  services  listed  in  the  previous  paragraph.  Two  alternatives  for 
doing  so  are  offered  henceforth  : 

1.  Puerto  Rico's  Department  of  Health  could  act  as  insurance  carrier  in  behalf 
of  eligible  individuals  to  purchase  the  basic  medical  care  services  from  the  pri- 
vate medical  care  sector  and  from  the  governmental  sector — Commonwealth 
and  Municipal  medical  care  facilities.  Under  this  alternative  payments  for  serv- 
ices rendered  to  eligible  individuals  would  be  paid  by  the  Department  of  Health 
in  accordance  with  the  provisions  of  Title  XIX  P.L.  89-97  which  states  that  as 
of  July  1,  1967  inpatient  hospital  care  must  be  paid  at  the  prevailing  reasonable 
audited  cost  and  all  other  services  can  be  paid  on  a  negotiated  fee  basis,  mutually 
acceptable  to  the  providers  of  services  and  to  the  State  agency  administering 
the  Medical  Assistance  Program. 

2.  Puerto  Rico's  Department  of  Health  could  purchase  a  "Group  Health  Insur- 
ance Policy"  for  every  eligible  individual  from  one  or  more  insurance  carriers, 
authorized  by  the  Commonwealth  Insurance  Commissioner,  to  sell  this  type  of 
insurance  in  Puerto  Rico.  Said  policy  would  cover  the  required  five  (5)  basic 
medical  care  services  and  under  the  same,  the  insured  individual  would  have  the 
choice  of  receiving  these  services  from  the  private  or  the  public  medical  care 
sector.  Furthermore  the  insurance  carrier  would  pay  to  the  Department  of 
Health  as  agent  for  the  public  (government)  medical  care  sector,  the  cost  of 
services  rendered  by  this  sector  to  insured  individuals,  under  the  same  terms 
used  by  the  carrier  to  pay  for  identical  services  obtained  by  an  insured  individ- 
ual from  the  private  medical  care  sector.  This  payment  provision  would  apply 
only  to  services  rendered  in  governmental  facilities — Commonwealth  and  Munici- 
pal— by  health  care  personnel  employed  in  these  facilities  on  a  full  time  basis. 

The  Department  of  Health  would  purchase  three  types  of  "Group  Health  In- 
surance Policy"  as  follows : 

a)  For  eligible  individuals  65  years  of  age  and  over: 

This  group  of  individuals  represent  a  population  nucleus  estimated  at  130,000 
and  their  policy  would  cover  all  the  deductible  and  co-insurance  features  of 
Part  A — Hospital  Insurance  and  Part  B — Supplementary  Medical  Insurance, 
Title  XVIII — P.L.  89-97  (Medicare).  This  type  of  insurance  is  estimated  to  cost 
around  $60.00  a  year  per  eligible  individual  for  an  annual  expenditure  estimated 
at  $7.8  million.  Of  this  amount,  Puerto  Rico  would  get  back  as  federal  reim- 
bursement under  Title  XIX  the  sum  of  $4.29  million,  which  the  Department  of 
Health  could  use  for  payments  of  $36.00  a  year  supplementary  medical  insurance 
premiums  (Part  B — Title  XVIII)  for  each  Title  XIX  eligible  individual,  65  years 
of  age  and  over,  who  on  July  1,  1969  is  found  not  to  have  this  type  of  insurance. 
Likewise,  of  the  sum  of  money  invested  for  this  purpose,  the  Department  of 
Health  would  receive  back  55  percent  of  the  same  as  federal  reimbursement 
under  Title  XIX. 

b)  For  eligible  individuals  under  the  categorical  provisions  Title  XIX — 
1,120,000  individuals: 

A  group  health  insurance  policy  to  offer  these  individuals  the  five  basic  medical 
care  services  is  estimated  to  cost  around  $60.00  a  year  for  each  individual.  The 
total  cost  of  this  insurance  policy  is  estimated  at  $67.2  million  for  the  fiscal  year 
1969-1970.  Puerto  Rico  would  get  back  55  percent  of  this  sum  or  $34.21  million 
as  federal  reimbursements  under  the  provisions  of  Title  XIX — P.L.  89-97. 

c)  For  individuals  21-64  years  of  age  eligible  to  receive  medical  assistance  at 
the  expense  of  the  government  of  the  Commonwealth  and  its  Municipalities,  but 
not  eligible  to  receive  said  assistance  under  the  categorical  provisions  of  Title 
XIX— P.L.  89-97.  , 
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For  fiscal  year  1969-1970  this  sector  of  the  population  is  estimated  at  450,000 
people.  For  these  individuals,  the  Commonwealth  of  Puerto  Rico  and  its  Munici- 
palities could  purchase  the  same  type  of  insurance  policy  as  it  would  purchase 
for  group  (b)  above,  but  with  the  full  understanding  that  no  claim  for  federal 
reimbursement  can  be  made  for  55  percent  of  the  cost  of  said  insurance.  Insurance 
for  these  individuals  is  estimated  at  $27.3  million  for  fiscal  year  1969-1970. 

If  the  purchasing  of  health  insurance  for  this  group  is  beyond  the  financial 
capabilities  of  the  Commonwealth  of  Puerto  Rico  and  its  Municipal  governments 
for  fiscal  year  1969-1970  and  since  these  individuals  will  not  be  eligible  for 
medical  assistance  under  Title  XIX — P.L.  89-97  until  after  July  1,  1975,  they 
would  continue  until  this  date  to  seek  and  obtain  their  medical  assistance  from 
governmental  health  care  programs,  facilities  and  personnel. 

The  Position  of  the  Puerto  Rico  Medical  Association 

The  organized  medical  profession  of  Puerto  Rico  represented  by  the  Puerto 
Rico  Medical  Association  believes  in  a  unified  medical  care  system  for  Puerto 
Rico,  under  which  every  individual  would  receive  high  quality  medical  care  in  a 
free  choice  setting,  from  private  and/or  public  components  of  the  system. 

Therefore  the  Puerto  Rico  Medical  Association  completely  supports  "Alterna- 
tive Number  2"  as  presented  heretofore,  and  stands  ready  to  establish  profes- 
sional fee  schedules  below  the  usual  and  customary  fee  for  the  individuals  that 
would  be  insured  under  this  alternative  and  until  such  action  is  economically 
justified. 

We  are  ready  and  willing  to  do  our  part  and  to  the  degree  that  it  may  be  neces- 
sary to  offer  our  categorically  and  medically  needy  the  right  and  freedom  to 
choose  any  institution,  agency  or  person  (including  health  insurance  payment 
plans)  qualified  to  perform  for  them  the  medical  services1  required  and  who 
undertakes  to  provide  such  servicesi  to  them. 

"Operation  Equality"  is  the  goal  that  moves  the  Puerto  Rico  Medical  Associa- 
tion to  seek  for  every  citizen  the  freedom  to  select  his  own  physician  and  to 
receive  from  and  through  him,  the  best  quality  of  medical  care  available,  irrespec- 
tive of  his  social  status,  economic  situation,  race,  political  or  religious  beliefs. 


Addendum  to  an  "Economic  Feasibility  Study"  of  Free-Choice  Medical 
Assistance  in  Puerto  Rico  Under  Title  XIX — Public  Law  89-97  for  Fiscal 
Year  1969-70 

The  feasibility  study  presented  has  been  based  on  the  following  assumptions : 

1.  The  covered  population  is  65%  as  calculated  by  the  Department  of  Health 
of  the  Commonwealth  of  Puerto  Rico  as  stated  in  the  approved  Title  XIX 
plan. 

2.  Congress  will  legislate  to  eliminate  Section  1108  of  the  Social  Security  Act, 
thus  permitting  Puerto  Rico  to  upgrade  its  public  assistance  programs  in  such 
a  way  that  the  annual  income  eligibility  standards  for  medical  assistance  would 
remain  at  the  current  level  of  $1,500  for  a  single  individual  and  $3,000  for  a 
family  of  five  members.  ( If  this  were  not  done,  the  eligibility  standards  for  medi- 
cal assistance  would  have  to  be  drastically  lowered  and  the  cost  of  free  choice 
medical  assistance  would  be  considerably  less.) 

3.  The  formula  for  federal  reimbursement  for  Title  XIX  expenses  in  Puerto 
Rico  would  remain  unchanged  at  55%.  (If  the  formula  were  revised  to  increase 
the  percentage  of  Federal  participation,  Puerto  Rico  could  finance  free  choice 
medical  assistance  with  proportionate  greater  ease.), 

4.  The  economic  study  hereby  included  contemplates  that  by  1  July  1969  com- 
prehensive medical  assistance  will  be  available  to  all  eligible  groups  (the  cate- 
gorically needy,  the  medically  needy  with  claim  to  Federal  participation  and  the 
medically  needy  without  claim  to  Federal  participation) . 

iln  our  recommended  "Alternative  Number  2"  (Page  14)  the  free  choice  medical 
assistance  program  would  start  in  1969  by  including  the  5  basic  medical  care 
services  required  for  1967,  and  gradually  add  optional  services  with  the  idea  of 
offering  a  comprehensive  free  choice  program  at  the  earliest  possible  date. 
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Although  we  feel  that  a  comprehensive  program  is  feasible  for  1  July  1969  and 
that  every  effort  should  be  made  to  attain  such  a  program  by  that  date,  we  would 
be  satisfied  with  a  limited  program  in  1969  taking  into  consideration  the  adminis- 
trative problems  anticipated  by  our  Secretary  of  Health. 

Indeed,  we  believe  that  a  free-choice  medical  assistance  program  is  feasible 
for  the  categorically  needy  and  the  medically  needy  (with  claim  to  federal  par- 
ticipation) for  January  1,  1968,  including  the  5  basic  required  medical  care 
services.  A  local  health  insurance  organization  has  quoted  to  us  the  following 
premium  costs ;  considering  the  willingness  of  the  physicians  to  grant  fees  lower 
than  usual  and  customary : 


910,000  persons  under  21  ($54  per  annum)  $59, 140,  000 

155,000  persons  age  21  to  64  ($54  per  annum)   8,  370,  000 

130,000  persons  over  65  ($96  per  annum  under  title  XIX)   12,  480,  000 


Total  premium  for  the  year  1968   79,  990,  000 

Federal  share   44, 000,  000 

State  and  local  share   36,  000,  000 


The  total  cost  of  this  program  could  be  considerably  lower  than  $80.0  million 
for  the  following  reasons: 

1.  We  are  assuming  that  130,000  persons  over  65  are  medically  indigent  which 
is  an  unverified  fact.  We  are  assuming  that  of  the  158,000  persons  over  65  in 
Puerto  Rico  only  30,000  will  pay  for  voluntarily  the  $3.00  part  B  title  XVIII 
premium,  while  the  fact  is  that  more  than  90,000  signed  up  at  the  beginning  of 
the  program. 

2.  We  are  assuming  that  there  are  150,000  persons  who  are  disabled  in  Puerto 
Rico  and  whose  income  is  under  $3,000  and  this  is  also  unverified. 

3.  We  are  not  taking  into  consideration  the  number  of  under  $3,000  families 
who  have  health  insurance  coverage  thru  their  labor  unions  and  employees. 

4.  The  presumed  eligible  population  used  is  65%,  thus  we  are  not  taking  into 
consideration  the  fact  that  the  projected  number  of  families  with  income  below 
$3,000  for  1968  is  43.5%  of  the  total  in  Puerto  Rico.  We  are  confident  that  the 
covered  population  will  be  significantly  less  than  65%. 

The  distribution  of  families  in  Puerto  Rico  according  to  their  annual  income 
level  as  determined  for  1965  and  projected  into  1975  according  to  the  Planning 
Board  of  Puerto  Rico  is  as  follows : 


[In  percent] 


1965 

1967 

1968 

1969 

1970 

1975 

Less  than  $3,000. . 

53.5 

45.5 

43.5 

41.5 

39.1 

26.5 

More  than  $3,000 

46.5 

54.5 

56.5 

58.5 

60.9 

73.5 

In  page  4  of  his  oral  testimony  before  the  Ways  and  Means  Committee  on  11 
April  1967  our  Resident  Commissioner  Mr.  Polanco-Abreu  stated :  "The  cost  of 
private  medical  care  in  Puerto  Rico  is  at  least  four  times  as  much  as  public 
medical  care." 

In  his  written  testimony  Mr.  Polanco-Abreu  stated  in  page  19,  3rd  paragraph : 
"The  disparity  in  Puerto  Rico  between  the  cost  of  public  facilities  and  physicians 
and  the  cost  of  the  same  services  in  the  private  sector  is  so  substantial  that  if 
any  considerable  number  of  beneficiaries  resorted  in  1969  to  private  institutions 
and  individuals — and  there  is  no  reason  to  believe  they  would  not — the  increased 
cost  to  Puerto  Rico  would  preclude  continuation  of  the  Medicaid  program."  In  the 
same  page,  4th  paragraph,  the  Resident  Commissioner  says :  "For  instance,  a  sal- 
aried government  physician  in  a  health  center  usually  sees  30  patients  a  day  in 
the  clinics,  shares  in  the  care  of  inpatients,  and  makes  night  shifts.  For  this  he 
receives  approximately  $40.00  per  day.  On  the  other  hand,  according  to  the  infor- 
mation I  have,  a  private  doctor,  on  a  fee-for-service  basis  at  a  reasonable  $8.00 
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per  visit,  would  receive  $240.00  daily.  A  surgeon  in  a  district  hospital  may  receive 
$60.00  for  a  full  day's  work.  A  private  surgeon  could  demand  10  times  as  much." 

We  have  made  an  analysis  comparing  the  reported  costs  in  the  five  govern- 
ment regional  hospitals  with  the  costs  in  the  33  hospitals  in  the  private  sector 
(community  and  private  hospitals)  that  render  services  to  the  beneficiaries  of 
the  local  Blue  Shield  plan.  (This  plan  offers  physician  services  in  the  hospital 
and  on  an  ambulatory  basis  as  well  as  inpatient  and  outpatient  hospital  services. ) 
We  have  used  the  most  recent  available  statistics  as  follows : 

1.  Annual  Report  of  the  Department  of  Health  of  the  Commonwealth  of  Puerto 
Rico  for  fiscal  year  1965-66,  pages  51,  52,  and  53. 

2.  Annual  Report  of  the  Blue  Shield  Plan  (Seguros  de  Servicios  de  Salud) 
for  the  year  1966. 


Government 

Blue  Shield 

regional 

(community 

hospitals 

and  private 

hospitals) 

A.  Inpatient  hospital  services: 

Average  length  of  stay  (days)   --- 

10.0 

5.  84 

Cost  per  patient  day  (Hospital  and  physician  services)  

$18. 81 

$27.  a 

Cost  per  case  (Hospital  and  physician  services)                   -  - 

$188. 10 

$162. 42 

B.  Outpatient  services  (one  visit)                  -        -  -  --   

$5. 78 

$4.73 

We  know  that  these  cost  statistics  are  not  entirely  comparable  because  of  dif- 
ferent methods  used  in  the  determination  of  costs.  However,  they  are  the  best 
officially  available  figures  at  this  time  and  they  offer  reasonable  evidence  on 
which  to  base  our  belief  that  it  will  be  very  difficult  to  prove  the  Resident  Com- 
missioner's statements  that  "the  cost  of  private  medical  care  in  Puerto  Rico  is 
at  least  four  times  as  much  as  public  medical  care." 

A  more  comparable  cost  analysis  would  have  to  take  into  consideration  de- 
preciation costs,  the  fact  that  the  government  hospitals  do  not  pay  real  estate 
and  income  taxes,  unemployment  insurance,  interest  and  principal  payments,  and 
other  items  that  are  paid  by  private  hospitals.  It  should  also  take  into  considera- 
tion the  effect  of  deductibles  on  the  Blue  Shield  costs. 

(The  following  letters  were  received  by  the  committee:) 

Puerto  Rico  Dental  Association, 

Santurce,  P.R.,  April  26, 1967. 

Hon.  Wilbur  D.  Mills, 
Chairman,  Ways  and  Means  Committee, 
House  of  Representatives, 
Washington,  D.C. 

Sir  :  The  Colegio  de  Cirujanos  Dentistas  and  the  Puerto  Rico  Dental  Associa- 
tion fully  endorse  the  observations  and  recommendations  presented  by  the 
Puerto  Rico  Medical  Association  at  the  hearings  before  the  Ways  and  Means 
Committee  in  relation  to  the  1967  amendments  to  Title  XIX  of  the  Social 
Security  Law. 

Enclosed  you  will  find  a  statement  issued  by  the  Colegio  and  the  Association 
in  relation  to  this  matter. 
Respectfully  yours, 

Dr.  Cesar  A.  Medina, 
President,  Colegio  de  Cirujanos  Dentistas  de  P.R.  and  Puerto  Rico  Denial 
Association. 
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Statement  Presented  by  the  Colegio  de  Cirujanos  Dentistas  and  the  Pueeto 
Rico  Dental  Association  With  Respect  to  the  1967  Amendments  to 
Medicare 

The  Colegio  de  Cirujanos  Dentistas  and  the  Puerto  Rico  Dental  Association, 
after  a  careful  and  exhaustive  study  of  the  1967  amendments  to  the  Medicare 
Law  under  the  consideration  of  the  Ways  and  Means  Committee  of  the  United 
States  House  of  Representatives,  endorse  the  observations  and  recommendations 
presented  by  the  Puerto  Rico  Medical  Association  at  the  hearing  held  by  the 
Committee  this  month. 

The  Colegio  and  the  Association  endorse  the  principle  of  free  choice  of  doctors, 
hospital  and  dentists.  This  principle  should  be  maintained,  as  it  is  essential  to 
provide  medical  services  of  the  highest  quality.  Free  choice  of  doctor,  hospital 
and  dentist,  is  the  democratic  way  of  providing  medical  services  of  the  highest 
quality  and  it  stimulates  the  medical  profession  to  serve  its  patients  with  more 
dedication  and  to  improve  themselves  professionally. 

The  Colegio  and  the  Association  endorse  the  recommendations  of  the  Puerto 
Rico  Medical  Association  that  the  Puerto  Rico  Title  19  Plan  starts  the  free 
choice  of  doctor,  hospital  and  dentist  at  the  same  date  that  is  required  under  the 
amendments  of  the  Medicare  Law,  that  is,  July  1,  1969.  The  Puerto  Rico  Medical 
Association  has  presented  to  the  Governor  of  Puerto  Rico  a  plan  to  provide  medi- 
cal services  to  the  medically  indigent  population  eligible  under  the  Title  19  Plan 
of  Puerto  Rico.  The  Colegio  and  the  Association  are  working  on  a  similar  plan 
to  offer  dental  services  to  the  medically  indigent  which  will  be  complementary 
to  the  plan  presented  by  the  Puerto  Rico  Medical  Association. 


Colegio  de  Farmaoenticos  de  Puerto  Rico, 

San  Juan,  P.R.,  April  19, 1967. 

Hon.  Wilbur  Mills, 

President,  Ways  and  Means  Committee,  House  of  Representatives,  Washington, 
D.C. 

Sir  :  The  Puerto  Rico  College  of  Pharmacy  representing  the  1010  pharmacists 
actively  engaged  in  the  profession  of  pharmacy  in  Puerto  Rico,  endorse  the  rec- 
ommendations of  the  Puerto  Rico  Medical  Association  to  Bill  5710 — Social  Se- 
curity Act  Amendments  of  1967. 

We  agree  in  all  respect  with  the  position  and  ideas  of  the  Puerto  Rico  Medical 
Association  as  expressed  in  its  statement  of  March  23,  1967.  The  approval  of 
these  recommendations  will  be  of  great  benefit  for  the  Puerto  Rican  needy 
population,  contribution  to  a  better  public  health  for  our  community. 
Sincerely  yours, 

Horacio  R.  Tous,  B.S.  Ph.,  President. 


Mr.  Ullman.  Thank  you  very  much.  We  appreciate  your  appear- 
ance before  the  committee. 

Our  next  witness  is  Mr.  Rosanetz.  Mr.  Rosantez,  we  welcome  you 
before  the  committee  and  we  will  ask  you  to  proceed  as  you  see  fit. 

STATEMENT  OF  HERMAN  ROSANETZ,  NEW  YORK,  N.Y. 

Mr.  Rosanetz.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Ullman.  Would  you  please  identify  yourself  for  the  committee. 

Mr.  Rosanetz.  My  name  is  Herman  Rosanetz.  I  am  here  at  my 
own  expense,  at  my  own  time.  I  am  not  representing  any  organiza- 
tion, but  myself. 

Mr.  Chairman,  I  appeal  to  you  members  of  the  Committee  on  Ways 
and  Means  of  the  90th  Congress,  to  consider  the  feasibility  of  having 

f eneral  revenues  of  the  U.S.  Government  to  finance  the  social  security 
und.    I  do  not  think  it  will  serve  the  interest  of  the  senior  citizens 
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by  further  increasing  the  social  security  tax  since  it  will  further  in- 
crease inflation  in  America. 

As  the  social  security  tax  operates  now,  worker  and  employer  pay 
equal  share.  If  the  social  security  tax  is  to  be  further  increased  such 
as  H.R.  5710  proposes  the  employer  will  further  increase  the  price  of 
his  product,  such  as  when  an  industry  gets  an  increase  in  salary  by  a 
labor  organization. 

I  ask  you,  members  of  the  Committee  on  Ways  and  Means  of  the 
90th  Congress,  what  benefits  will  the  senior  citizens  receive  by  further 
increasing  the  social  security  tax  since  the  increase  will  be  eaten  up 
by  an  increase  in  the  cost  of  living  ? 

I  urge  you  to  eliminate  the  tax  deduction  on  charity  as  well  as  exempt 
foundations  and  use  that  money  to  support  the  social  security  in- 
crease. 

I  do  not  believe  it  is  fair  to  permit  anyone  to  claim  any  money  they 
give  to  charity  as  tax  deduction  since  I  believe  anyone  who  wants  to 
give  charity  should  give  it  because  that  person  wants  to  give  it. 

I  am  also  opposed  to  the  idea  of  tax-exempt  foundations  which 
favors  big  corporations  in  order  to  beat  their  fair  share  of  the  tax. 

I  ask  you,  members  of  the  Committee  on  Ways  and  Means  of  the 
90th  Congress,  why  permit  those  tax-exempt  foundations  to  exist  in 
order  to  beat  their  share  of  the  tax  ?  I  say  anyone  who  wants  to  do 
charity  work  should  do  it  without  having  any  tax-exemption  break 
or  deduction  on  their  contribution  to  any  do-gooder  organization. 

I  can  inform  you  that  95  percent  of  the  charity  organizations  as  well 
as  those  tax-exempt  foundations  use  their  money  to  pay  for  their  staff 
operation  and  very  little  comes  to  the  person  in  need.  I  am  quite  sure 
you  members  of  this  committee  have  received  reports  about  those  orga- 
nizations who  try  to  use  any  idea  to  beat  the  tax. 

I  therefore  urge  and  appeal  to  the  Committee  on  Ways  and  Means 
of  the  90th  Congress  not  to  permit  charity  as  tax  deduction  as  well 
as  tax  exempt  foundations  and  use  that  money  to  support  the  social 
security  fund  and  its  programs. 

The  idea  of  using  general  revenues  through  the  U.S.  Government  is 
not  a  new  idea  since  section  228  of  the  Social  Security  Act  is  sup- 
ported by  public  funds.  If  general  revenues  can  be  used  to  support 
section  228  of  the  Social  Security  Act  which  is  the  1966  Social  Security 
Amendment,  why  cannot  general  revenues  be  used  to  support  the  entire 
social  security  program  and  give  every  retired  person  $200  per  month 
and  not  on  the  basis  of  what  he  earned  during  his  working  years  ? 

I  do  believe  that  America  can  afford  to  support  such  an  idea  so  that 
no  aged  citizen  be  compelled  to  apply  for  public  assistance  or  support 
from  their  children.  Remember  the  American  taxpayer  is  supporting 
every  country  throughout  the  world.  Yet  our  aged  parent  is  living 
in  poverty. 

I  now  appeal  to  you  members  of  the  Committee  on  Ways  and  Means 
of  the  90th  Congress  for  your  support  of  H.R.  2015  as  a  social  security 
amendment  which  the  Resident  Commissioner  of  Puerto  Rico  intro- 
duced through  my  suggestion.  I  am  quite  sure  some  of  you  members 
are  fully  aware  of  the  fight  I  waged  all  alone  on  behalf  of  those  un- 
fortuned aged  citizens  who  never  worked  to  make  contributions  to  the 
social  security  fund  and  are  past  72  years  of  age. 
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I  wish  to  express  my  thanks  and  appreciation  to  you  members  who 
were  on  the  conference  committee  on  the  Tax  Act  of  1966  to  support  a 
social  security  amendment  to  give  benefit  to  those  aged  citizens  who 
never  had  the  opportunity  of  working  to  make  contributions  to  the 
social  security  fund. 

The  idea  which  U.S.  Senator  Winston  L.  Prouty,  from  Vermont, 
used  as  general  revenues  from  the  U.S.  Treasury  was  from  me,  Herman 
Rosanetz.  I  am  fully  aware  U.S.  Senator  Robert  F.  Kennedy  and  Con- 
gressman Jacob  Gilbert,  a  member  of  the  Committee  on  Ways  and 
Means  of  the  90th  Congress  have  introduced  social  security  proposals 
whereby  the  social  security  fund  should  be  partly  supported  by  gen- 
eral revenues  and  partly  by  a  small  increase  in  the  social  security  tax. 

Yet  during  the  89th  Congress,  U.S.  Senator  Robert  F.  Kennedy, 
from  New  York  and  U.S.  Senator  Jacob  K.  Javits,  from  New  York, 
did  not  cosponsor  S.  350  as  a  social  security  amendment  which  was 
introduced  through  my  suggestion  by  U.S.  Senator  Winston  L.  Prouty 
from  Vermont,  so  that  those  unfortuned  aged  citizens  can  receive  so- 
cial security  benefits  financed  through  general  revenues  of  the  U.S. 
Government. 

Now  U.S.  Senator  Robert  F.  Kennedy  is  sponsoring  a  social  se- 
curity bill  in  the  U.S.  Senate  to  use  general  revenues  and  a  small  in- 
crease in  the  social  security  tax. 

I  am  certain  you  members  are  fully  aware  that  section  228  of  the 
Social  Security  Act,  which  is  the  1966  social  security  amendment  per- 
mits those  aged  citizens  over  72  years  of  age,  who  never  made  con- 
tributions to  the  social  security  fund  to  receive  benefits  at  the  rate  of 
$35  per  month  and  financed  through  general  revenues  of  the  U.S. 
Government. 

I  ask  you  members  of  the  Committee  on  Ways  and  Means  of  the 
90th  Congress  why  should  the  senior  citizen  over  72  years  of  age 
who  never  worked  to  make  contributions  to  social  security  fund  and 
and  lives  outside  the  50  States  and  the  District  of  Columbia  be  denied 
the  same  benefits  which  the  same  senior  citizen  would  enjoy  if  he 
he  lived  within  the  50  States  and  the  District  of  Columbia. 

I  urge  you  and  appeal  to  you  members  to  act  favorably  on  H.R. 
2015  which  Resident  Commissioner  of  Puerto  Rico  Santiago  Polanco- 
Abreu  introduced  through  my  suggestion  so  that  those  aged  citizens 
living  in  Puerto  Rico,  who  are  past  72  years  of  age  and  never  worked 
to  make  contributions  to  the  social  security  fund  can  receive  the  $35 
per  month. 

I  urge  and  make  a  special  plea  to  Congressman  Jacob  Gilbert  who 
represents  a  large  population  of  Puerto  Ricans  within  his  congressional 
district  in  the  Bronx,  N.Y.,  to  use  his  influence  as  a  member  of  the 
Committee  on  Ways  and  Means  of  the  90th  Congress  for  the  passage 
as  a  social  security  amendment  H.R.  2015,  which  means  so  much  to 
those  aged  parents  who  live  in  Puerto  Rico  as  well  as  other  American 
territories. 

Remember  the  American  possessions  outside  of  the  50  States  and 
the  District  of  Columbia  is  part  of  the  United  States  of  America  and 
by  denying  benefits  under  section  228  of  the  Social  Security  Act  is 
unfair  and  unjust  to  those  aged  citizens  who  live  under  the  American 
flag. 
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I  urge  you  and  appeal  to  you  Mr.  Chairman  and  members  of  the 
Committee  on  Ways  and  Means  of  the  90th  Congress  to  support  H.R. 
2015  as  a  social  security  amendment  so  that  those  aged  citizens  living 
outside  of  the  50  States  and  the  District  of  Columbia  can  receive 
benefits  under  section  228  of  the  Social  Security  Act. 

In  closing,  I  wish  to  express  my  thanks  on  behalf  of  myself  as  a  son 
of  a  parent  who  is  receiving  benefits  since  she  will  receive  an  increase 
from  $35  to  $50  a  month. 

Mr.  Ullman.  We  thank  you,  Mr.  Rosanetz,  for  bringing  your 
views  before  the  committee. 

Are  there  any  questions  ? 

If  not,  thank  you  very  much  for  appearing  here. 
Mr.  Rosanetz.  Thank  you. 

Mr.  Ullman.  The  committee  will  stand  adjourned  until  10  a.m., 
April  4, 1967. 

(Whereupon,  at  12 :25  p.m.,  adjourned  to  reconvene  at  10  a.m.,  Tues- 
day, April  4, 1967.) 


PRESIDENT'S  PROPOSALS  FOR  REVISION  IN  THE 
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TUESDAY,  APRIL  4,  1967 

House  or  Kepresentatives, 
Committee  on  Ways  and  Means, 

Washington,  D.C. 
The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  the  committee 
room  (Longworth  House  Office  Building)  Hon.  Wilbur  D.  Mills 
(chairman  of  the  committee)  presiding. 
The  Chairman.  The  committee  will  please  be  in  order. 
Our  first  witness  this  morning  is  Mr.  Wallace  M.  Smith.  Mr.  Smith, 
please  come  forward.  Mr.  Smith,  if  you  will  identify  yourself  for  the 
record  we  will  be  glad  to  recognize  you,  sir. 

STATEMENT  OF  WALLACE  M.  SMITH,  MANAGER,  MID-ATLANTIC 
OFFICE,  AMERICAN  MUTUAL  INSURANCE  ALLIANCE;  ACCOM- 
PANIED BY  ANDRE  MAISONPIERRE,  RESEARCH  DEPARTMENT 

Mr.  Smith.  Mr.  Chairman  and  members  of  the  committee,  my  name 
is  Wallace  M.  Smith  and  I  am  manager  of  the  Mid- Atlantic  office 
of  the  American  Mutual  Insurance  Alliance.  With  me  is  Mr.  Andre 
Maisonpierre,  who  is  in  charge  of  the  alliance  research  department. 

Our  organization  is  comprised  of  121  mutual  property  and  casualty 
insurance  companies  and  these  member  companies  write  $1.3  billion 
annually  in  protection  against  income  and  medical  losses. 

We  are  speaking  also  on  behalf  of  two  other  mutual  insurance  as- 
sociations. One  of  these  is  the  National  Association  of  Mutual  Insur- 
ance Companies,  which  has  a  membership  of  1,124  mutual  property 
and  liability  companies.  These  companies  write  annual  premiums 
in  excess  of  $3.8  billion  annually.  The  other  association  is  the  Na- 
tional Association  of  Mutual  Insurance  Agents,  representing  16,000 
agents  which  are  located  in  every  State  throughout  the  Union. 

In  the  interest  of  saving  time,  Mr.  Chairman,  I  will  summarize  our 
statement,  with  your  permission,  and  request  that  our  entire  statement 
be  included  in  the  record. 

The  Chairman.  Without  objection  the  entire  statement  will  be  made 
a  part  of  the  record. 

(The  statement  referred  to  follows :) 

Statement  of  Wallace  M.  Smith 

SUMMAEY  OF  STATEMENT 

1.  Title  XIX  as  presently  administered  develops  a  substantial  overlapping  of 
coverages — casualty  insurance,  workmen's  compensation  insurance  and  health 

1645 


1646  SOCIAL  SECURITY  AMENDMENTS  OF  19  67 


insurance — resulting  in  multiple  recoveries  by  the  beneficiary.  It  supplants 
available  protection  for  medical  loss  expenses.  It  creates  problems  not  in- 
tended by  Congress. 

2.  Expansion  of  Medicare  should  not  take  place  until  the  present  adminis- 
trative problems  of  this  health  care  program  are  solved.  Any  further  expansion 
should  be  coordinated  with  existing  systems,  private  and  public,  providing  for 
protection  against  medical  losses. 

3.  Such  ills  can  be  remedied  by  Congress  requiring  that  an  individual  use  all 
public  'and  private  protection  available  for  medical  care  before  he  could  receive 
federal  funds  for  this  purpose.  The  same  reasoning  holds  true  for  those  per- 
sons who  are  totally  disabled. 

4.  Private  insurance  and  the  federal  programs  under  Social  Security  should 
complement  each  other — not  compete  with  each  other — to  provide  a  proper  pro- 
gram of  medical  care  for  the  public.  The  coordination  approach  is  well  en- 
trenched in  federal  programs,  such  as  in  the  Veterans'  and  the  retired  service- 
men's medical  benefit  programs,  as  well  as  in  the  Social  Security  Law  itself. 

The  mutual  insurance  industry  is  eager  to  cooperate  in  <a  coordinated  program 
which  encompasses  sound  governmental  assistance  and  a  dynamic  voluntary 
prepayment  system. 

STATEMENT 

I  am  Wallace  M.  Smith,  Manager  of  the  Mid-Atlantic  Office  of  the  American 
Mutual  Insurance  Alliance,  a  voluntary  association  of  121  mutual  property  and 
casualty  insurance  companies.  Alliance  companies  write  1.3  billion  dollars 
annually  in  protection  against  income  and  medical  losses.  They  have  constantly 
helped  the  American  public  reduce  the  effects  of  disabilities  and  illness  through 
total  medical  management  and  rehabilitation.  This  statement  is  also  endorsed 
by  the  National  Association  of  Mutual  Insurance  Companies,  representing  1,124 
mutual  property  and  liability  insurers  with  an  annual  premium  writings  in 
excess  of  3.8  billion  dollars,  and  by  the  National  Association  of  Mutual  Insur- 
ance Agents,  representing  16,000  mutual  insurance  agents  located  in  every  state. 

Today  there  are  few  of  our  citizens  who  do  not  have  available  protection  against 
medical  expense  losses.  Better  than  80%  1  of  our  civilian  population  under  age 
65  is  covered  by  some  form  of  private  health  insurance. 

In  addition,  the  widespread  use  of  casualty  insurance  coverages,  automobile 
medical  payment,  automobile  liability  insurance,  third  party  liability  insurance, 
and  the  life,  is  providing  our  citizens  with  protection  against  medical  losses 
from  accidents.  Medical  losses  arising  from  work  connected  injuries  are  covered 
through  workmen's  compensation  laws  in  all  50  states. 

The  availabilty  of  funds,  as  provided  through  private  insurance,  has  placed 
medical  facilities  within  easy  reach  of  most  of  our  people.  This  is  as  it  should 
be.  The  Medicare  Law  of  1965,  coupled  with  the  Title  XIX  program,  is  designed 
to  fill  in  any  gaps  so  that  today  few  individuals  are  without  some  form  of  protec- 
tion against  medical  expenses. 

This  breadth  of  coverage  has  been  attained  through  a  program  of  coordination 
between  the  private  insurance  industry  and  government.  By  properly  using  both 
public  and  private  resources,  Americans  today  can  get  adequate  medical  care 
promptly,  and  with  remarkable  freedom  of  choice.  The  American  Mutual  Insur- 
ance Alliance  supports  a  continuing  program  of  coordination  which  is  serving 
our  country  so  well. 

I  wish  to  call  to  the  committee's  attention  that  the  federal  government's  health 
care  program,  as  it  pertains  to  certain  groups  in  our  society,  has  duplicated  some 
functions  of  providing  against  medical  expense  losses  which  have  been  performed 
by  private  insurance. 

As  in  any  system  with  the  vastness  of  the  medical  programs  enacted  by  Con- 
gress in  1965,  there  are  bound  to  be  unexpected  flaws  which  need  to  be  corrected 
later.    Title  XIX  is  no  exception. 

The  purpose  of  Title  XIX  was  to  (quote)  "liberalize  the  federal  law  under  which 
states  operate  their  medical  assistance  programs  so  as  to  make  medical  services 
for  the  needy  more  generally  available."    (unquote)  2    This  presumes  that  there 


1  The  Extent  of  Voluntary  Health  Insurance  Coverage  in  the  United  States  as  of  Dec.  31, 
196 k — The  Health  Insurance  Council,  New  York,  N.Y. 

2  Social  Security  Amendments  of  1965.  Report  of  the  Committee  on  Finance,  United 
States  Senate. 
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had  been  a  gap  in  available  health  protection  programs  in  that  some  individuals 
had  been  financially  unable  to  get  adequate  medical  care.  This  gap  was  to  be 
filled  through  Title  XIX. 

At  the  time  of  enactment  of  Title  XIX,  as  today,  there  are  many  public  and 
private  health  care  programs  reaching  the  medically  indigent.  The  Veterans' 
program  is  an  example.  State  workmen's  compensation  laws  and  the  tort  lia- 
bility system  are  other  examples.  To  the  extent  that  part  of  the  gap  is  being 
filled  by  these  programs,  duplication  of  these  coverages  is  an  inefficient  use  of 
public  funds. 

In  a  recent  message  to  Congress,  President  Johnson 3  suggested  reappraisal 
of  Title  XIX  legislation  to  insure  that  it  be  limited  to  its  stated  purpose.  The 
report  of  this  Committee  of  October  11,  1966 4  made  it  clear  that  it  was  the  Com- 
mittee's intent  that  Title  XIX  should  not  supplant  present  protection  available 
for  medical  loss  expenses.  We  support  that  stand,  maintaining  that  cooperation 
and  coordination  with  the  private  insurance — and  not  competition  with  the 
private  segment — is  a  purpose  of  Title  XIX. 

Under  state  implementation  programs,  a  vast  number  of  individuals  was 
brought  under  the  protection  of  Title  XIX.  In  New  York,  for  example,  it  is 
estimated  that  approximately  40%  5  of  the  people  are  eligible  for  Title  XIX 
protection.  In  Puerto  Rico,  80%  6  of  the  population  is  to  be  covered.  There  is 
bound  to  be  a  very  substantial  overlapping  of  coverages.  The  result  will  be  that 
multiple  recovery  payments  will  occur. 

It  is  not  so  much  that  some  people  stand  to  gain  some  financial  advantage 
through  duplicate  recoveries  which  create  concern ;  rather,  it  is  the  effect  which 
the  duplication  has  on  the  individual,  on  the  financing  of  the  program,  and  on 
the  medical  facilities  themselves. 

One  of  the  main  objectives  of  our  government  in  making  available  medical  care 
to  those  who  cannot  afford  it  is  to  build  up  a  strong  and  healthy  community  which 
is  able  to  help  our  economy  grow.  However,  the  availability  of  duplicate  recov- 
eries and  the  financial  windfalls  associated  with  the  duplication  tend  to  produce 
just  the  opposite  effect.  The  tendency  may  well  be  to  prolong  the  illness  or  the 
care.  Thus,  the  duplication  tends  to  demoralize  society  and  defeat  the  purpose1 
of  the  program. 

To  the  extent  that  the  purpose  of  public  funds  is  to  fill  the  gap  where  no  other 
coverage  is  available,  it  is  clear  that  duplication  of  private  coverage  is  a  waste  of 
public  money.  We  feel  that  it  would  be  far  better  to  provide  broader  coverage 
for  those  who  have  no  available  private  protection  than  to0provide  a  lesser  cover- 
age by  allowing  duplication  of  recovery  for  those  persons  who  are  not  in  need 
of  it. 

As  duplication  of  benefits  tends  to  prolong  illness,  medical  facilities — both  doc- 
tors and  hospitals — will  not  be  used  to  the  greatest  efficiency.  We  have  already 
reached  a  point  in  the  United  States — partly  because  of  the  public  and  private 
efforts  to  protect  the  total  population  against  medical  costs — where  our  medical 
facilities  are  overburdened. 

Through  the  incentives  created  by  paying  an  individual  benefits  under  Title 
XIX,  in  addition  to  benefits  received  from  other  sources,  built-in  ways  are  pro- 
vided to  overutilize  this  country's  medical  personnel  and  facilities.  We  then 
come  to  a  result  similar  to  that  which  exists  in  England  today,  where  it  is  most 
difficult  to  get  medical  care  when  it  is  most  needed. 

Some  states  in  their  implementation  of  Title  XIX  have  recognized  the  need 
to  make  use  of  all  available  protection  before  using  public  funds.  We  believe 
that  Congress  should  clearly  state  such  an  intent,  insofar  as  the  disbursement 
of  federal  funds.  This  could  be  done  by  incorporating  into  the  federal  law  a 
requirement  that  before  a  state  program  can  be  approved,  it  must  contain  a  re- 
quirement that  an  individual  must  use  all  public  and  private  protection  available 
for  medical  care  before  he  can  receive  any  federal  money.  We  have  attached  to 
this  statement  a  suggestion  for  specific  language  to  amend  Title  XIX  to  that 
effect. 


3  L.  B.  Johnson,  President  of  the  United  States,  Budget  Message  to  90th  Congress. 
*  Limitations  on  Federal  Participation  Under  Title  XIX  of  the  Social  Security  Act. 
Report,  Ways  and  Means  Committee,  89th  Congress,  2nd  Sesision. 

5  Sweeping  Health  Plans  Open  to  All  A  ge  Groups  May  Dwarf  Medicare,  the  Wall  Street 
Journal,  July  11,  1966. 

6  Ibid. 
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The  Committee  should  consider  seriously  the  effects  which  expansion  of  the 
Medicare  Law  to  the  totally  disabled  may  have  on  the  total  Medicare  program. 
Although  we  believe  that  the  Social  Security  Administration  has  done  a  very 
commendable  job  in  handling  this  extremely  involved  program,  it  is  well  recog- 
nized that  a  substantial  number  of  problems  have  developed  in  the  day-to-day 
administration.  H.R.  5710  attempts  to  deal  with  some  of  these.  We  believe  that 
it  would  be  better  to  correct  these  problems  before  enlarging  on  the  program 
itself.  However,  when  and  if  this  Committee  and  Congress  feel  that  the  ex- 
pansion is  to  take  place  now,  we  would  recommend  that  it  be  done  by  coordinating 
private  and  public  financing — rather  than  a  competitive,  overlapping  approach. 

It  is  important  to  recognize  that  those  entitled  to  benefits  under  the  disability 
provisions  of  the  Social  Security  Law  have  had  a  substantial  history  of  employ- 
ment. The  likelihood  is  that  these  individuals  do  have  other  coverages  avail- 
able. These  coverages  are  in  the  form  of  major  medical  coverage  which,  in  1965, 
extended  to  almost  52  million  Americans.  In  addition,  a  large  number  of  those 
totally  disabled  make  substantial  recoveries,  including  their  medical  losses, 
through  the  tort  liability  system. 

Accordingly,  we  would  urge  that  the  existence  of  these  coverages  not  be 
ignored  by  Congress  and  that  when  action  in  this  area  is  taken  by  Congress,  a 
coordinating  program  making  full  use  of  these  resources  be  incorporated  into 
the  law.  Specifically,  we  would  suggest  that  Medicare  benefits  for  the  totally 
disabled  be  made  available  only  to  the  extent  that  no  other  sources  of  protec- 
tion is  available. 

CONCLUSION 

1.  Title  XIX  as  presently  administered  develops  a  substantial  overlapping  of 
coverages — casualty  insurance,  workmen's  compensation  insurance  and  health 
insurance — resulting  in  multiple  recoveries  by  the  beneficiary.  It  supplants 
available  protection  for  medical  loss  expenses.  It  creates  problems  not  intended 
by  Congress. 

2.  Expansion  of  Medicare  should  not  take  place  until  the  present  administra- 
tive problems  of  this  health  care  program  are  solved.  Any  further  expansion 
should  be  coordinated  with  existing  systems,  private  and  public,  providing  for 
protection  against  medical  losses. 

3.  Such  ills  can  be  remedied  by  Congress  requiring  that  an  individual  use  all 
public  and  private  protection  available  for  medical  care  before  he  could  receive 
federal  funds  for  this  purpose.  The  same  reasoning  holds  true  for  those  per- 
sons who  are  totally  disabled. 

4.  Private  insurance  and  the  federal  programs  under  Social  Security  should 
complement  each  other — not  compete  with  each  other — to  provide  a  proper  pro- 
gram of  medical  care  for  the  public.  The  coordination  approach  is  well  en- 
trenched in  federal  programs,  such  as  in  the  Veterans'  and  the  retired  service- 
men's medical  benefit  programs,  as  well  as  in  the  Social  Security  Law  itself. 

Earlier  in  our  statement,  we  have  pointed  to  the  concern  which  President 
Johnson  has  expressed  over  the  potential  impact  of  Title  XIX.  This  very  Com- 
mittee expressed  its  concern  last  fall  over  the  impact  of  the  same  program. 
Recently,  upon  evaluating  the  results  of  a  study  performed  by  the  Department 
of  Health,  Education,  and  Welfare  on  the  cost  of  medical  care  in  the  United 
States,  Secretary  Gardner  stressed  "the  importance  of  using  medical  resources 
more  efficiently  if  we  are  to  meet  the  needs  of  the  nation  for  medical  care  and 
moderate  the  rise  in  medical  care  prices." 

We  assure  the  Committee  that  the  mutual  insurance  industry  is  eager  to  co- 
operate in  a  coordinated  program  which  encompasses  sound  governmental  assist- 
ance and  a  dynamic  voluntary  prepayment  system. 

SUGGESTED  AMENDMENT  TO  TITLE  XIX 

Add  the  following  paragraph  to  Section  1902(a),  immediately  following  para- 
graph (22)  : 

"(23)  Provide,  in  cases  where  a  third  party  has  a  legal  obligation  for  medical, 
hospital,  rehabilitational  or  remedial  care  or  services  occasioned  by  an  injury, 
disease  or  disability,  no  payment  shall  be  made  under  the  state  plan,  unless  (A) 
appropriate  application  for  medical,  hospital,  rehabilitational  or  remedial  care 
or  services  or  the  cost  thereof  has  been  made  to  the  third  party,  (B)  the  obliga- 
tion to  pay  has  not  been  finally  determined  and  (C)  an  arrangement  satisfactory 
to  the  appropriate  state  agency  has  been  made  requiring  reimbursement  to  the 
state  if  the  claim  against  the  third  party  is  finally  perfected." 
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Supplemental  Statement  of  Wallace  M.  Smith 
Additional  information  relative  to  the  tort  liability  system 

BENEFITS  PAID  UNDER  PRIVATE  CASUALTY  INSURANCE  COVERAGES 

In  1966  over  $3  billion  were  paid  out  by  liability  insurers  under  automobile 
insurance  coverages  in  this  country.  Approximately  $1.28  million  specifically 
was  paid  out  for  medical  payments.  General  liability  payments  under  other 
insurance  coverages  would  add  to  this  total  amount.  Approximately  1  hundred 
million  policy  holders  and  their  families  are  provided  protection  under  medical 
pay  provisions  under  automobile  coverages  in  this  country. 

Over  $2  billion  in  1965  was  paid  out  under  workmen's  compensation  programs. 
Of  tbis  amount  $500  million  was  paid  out  specifically  as  medical  benefits.  Ap- 
proximately 60  million  people  are  covered  under  workmen's  compensation  pro- 
grams on  the  state  level. 

The  above  benefits  which  contribute  to  the  overall  health  care  of  the  nations 
citizens  are  paid  in  addition  to  the  $8.6  billion  in  benefits  which  are  paid  out  by 
private  insurance  under  accident  and  health  coverages. 

COORDINATION  OF  PRIVATE  AND  GOVERNMENTAL  PROGRAMS 

In  coordinating  public  and  private  programs  where  there  is  no  question  of 
liability  to  be  determined,  the  state  plan  would  not  make  any  payment  to  the 
extent  of  private  coverage.  These  coverages  would  include  accident  and  health, 
workmen's  compensation,  automobile  medical  payment,  etc.  If  any  contro- 
versy does  arise  under  these  coverages  or  if  the  question  of  liability  in  an  auto- 
mobile accident  cannot  be  determined  immediately,  the  state  would  make  the 
payments  for  covered  individuals  and  would  seek  reimbursement  from  the  insur- 
ance company  once  the  liability  of  the  insurance  company  is  determined.  Either 
the  covered  person  would  have  his  medical  bills  paid  directly  by  the  insurance 
company  or  the  bills  would  be  paid  by  the  state  agency  who  would  then  seek 
reimbursement  from  the  insurance  company.  All  of  the  insured's  rights  would 
then  be  protected  and  yet  the  State  would  be  able  to  conserve  its  resources  by 
having  whatever  funds  it  might  have  expended  returned  to  it  once  the  liability 
of  an  insurance  company  is  ascertained. 

As  an  example  of  coordination  in  1965  Congress  enacted  an  offset  amend- 
ment to  the  Disability  Benefit  Law.  The  amendment  calls  for  a  partial  offset 
of  social  security  benefits  against  workmen's  compensation  payments  where  the 
disability  arises  from  the  same  accident.  After  the  passage  of  this  1965  amend- 
ment our  organization  suggested  to  Commissioner  Ball  of  the  Social  Security 
Administration  that  a  meeting  be  set  up  between  all  interested  groups  to  formu- 
late a  program  which  would  implement  the  legislation  at  minimal  cost  and  in- 
convenience to  both  the  Social  Security  Administration  and  affected  groups.  A 
meeting  was  held  in  our  home  office,  in  Chicago,  at  which  time  representatives 
of  the  Social  Security  Administration,  the  insurance  industry,  workmen's  com- 
pensation state  funds,  self-insurers  and,  of  course,  a  representative  committee 
of  the  International  Association  of  Industrial  Accident  Boards  and  Commis- 
sions, and  the  National  Association  of  Workmen's  Compensation  Commissioners 
outlined  the  most  practical  method  of  notifying  the  Social  Security  Admini- 
stration of  cases  where  the  offset  might  apply.  At  subsequent  meetings  be- 
tween the  insurance  industry  and  Social  Security  representatives  a  formal  pro- 
gram was  developed  and  is  now  in  operation.  It  is  working  extremely  well  at 
almost  no  cost.  We  believe  that  this  represents  a  classic  example  of  the  co- 
operation possible  between  the  insurance  industry  and  the  Social  Security  Ad- 
ministration. 

In  addition,  I  know  that  members  of  this  Committee  are  well  aware  of  the 
cooperative  efforts  between  the  Social  Security  Administration  and  the  insur- 
ance industry  to  implement  and  administer  the  Medicare  program.  This  is 
another  example  of  cooperation  between  business  and  government  which  bene- 
fits the  general  public. 

CONCLUSION 

Those  experiences  reveal  that  a  coordinated  program  can  be  obtained  eco- 
nomically and  successfully.  The  logic  and  reasonableness  with  this  economic 
approach  is  not  open  to  question.  Such  coordination  will  result  in  a  much 
more  efficient  health  care  program  with  overwhelming  benefits  to  the  public. 
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Mr.  Smith.  We  offer  the  following  views,  Mr.  Chairman,  for  con- 
sideration of  the  committee : 

First.  The  Federal  Government  and  the  private  insurance  industry 
have  legitimate  and  responsible  positions  in  the  providing  of  health 
care  for  the  Nation's  citizens.  The  function  of  these  positions  should 
not  compete,  overlap,  or  duplicate  each  other. 

We  call  your  attention  to  the  fact  that  the  Federal  Government's 
health  care  program  is  duplicating  some  functions  of  providing 
against  medical  expense  losses  which  are  being  performed  by  other 
public  and  private  programs. 

Our  second  point  is  that  extension  of  the  medicare  program  to  total- 
ly and  permanently  disabled  persons  should  be  delayed  until  present 
administrative  problems  are  solved  and  more  information  is  had  as  to 
the  needs  and  costs  of  such  an  extension. 

On  the  first  point,  both  the  administration  and  your  committee  are 
concerned  with  the  lack  of  control  over  expenditure  under  the  title 
XIX  program.  The  action  of  New  York  and  Puerto  Rico  under  title 
XIX  illustrates  the  need  for  limiting  the  present  open-end  financing 
under  the  program. 

Today,  in  addition  to  title  XIX  there  are  public  and  private  health 
care  programs  reaching  the  medically  indigent.  Examples  are:  the 
veterans  program,  the  State  workmen's  compensation  programs,  re- 
coveries under  the  tort  liability  system,  and  private  health  insurance. 

We  would  point  out  specifically  that  in  the  insurance  industry  an 
amount  in  excess  of  $10  billion  was  paid  out  in  1965  for  the  protection 
of  citizens  against  medical  expenses. 

We  particularly  would  call  the  committee's  attention  to  the  auto- 
mobile medical  payments  and  other  types  of  recovery  such  as,  auto- 
mobile liability  and  third  party  liability  insurance  under  our  tort 
liability  system  inasmuch  as  Congress  in  the  past  apparently  has  not 
recognized  the  significant  contributions  made  in  this  area  to  medical 
care  assistance. 

To  the  extent  that  these  programs  are  providing  health  care  pro- 
tection, any  duplication  under  titles  XVIII  and  XIX  of  the  Social 
Security  Act  is  a  wasteful  and  inefficient  use  of  public  funds  and  in 
some  instances  discriminatory. 

Additionally,  such  duplication  results  in  prolonged  illness,  diffi- 
cult rehabilitation,  and  overutilization  of  the  country's  medical  per- 
sonnel and  facilities.  All  of  these  results  create  additional  costs  and 
problems  under  the  health  care  program. 

We  recommend  to  the  committee  that  public  and  private  protection 
available  for  medical  protection  be  utilized  by  an  individual  prior  to 
receipt  of  any  Federal  money.  This  could  be  accomplished  by  in- 
corporating into  the  Federal  law  that  such  a  requirement  must  be  met 
before  a  State  program  would  be  approved. 

We  offer  the  attached  amendment  which  would  accomplish  such  a 
result.  (  See  p.  1648. )  Today  six  of  the  States  have  such  a  requirement 
in  their  law.  Included  in  these  six  are  New  York  and  California,  two 
of  our  most  populous  States.  Such  a  requirement  would  in  no  manner 
deprive  a  person  of  medical  care — it  simply  would  prevent  an  in- 
equitable windfall  and  costly  duplication.  Our  recommendation 
would  have  a  threefold  effect : 
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1.  It  would  reflect  the  intent  of  the  committee  not  to  replace 
insurance  programs  with  title  XIX. 

2.  It  would  assist  in  limiting  Federal  expenditures  under  title 
XIX  through  the  elimination  of  duplicate  health  care  benefits ; 
and 

3.  It  would  allow  the  tort  liability  system  to  fulfill  its  function 
without  interference  from  the  Federal  Government. 

Mr.  Chairman,  much  of  what  has  been  said  here  applies  equally 
well  to  the  programs  under  title  XVIII.  In  addition,  we  believe  that 
extension  of  the  medicare  program  to  include  the  permanently  and 
totally  disabled  is  premature.  To  take  this  step  now — faced  with  the 
presently  unsolved  administrative  problems  and  a  lack  of  cost  infor- 
mation— could  well  create  burdensome  problems  for  the  overall  dis- 
ability and  medicare  programs. 

In  conclusion,  we  deem  our  recommendation  for  elimination  of 
duplication  in  this  area  to  be  highly  logical  and  worthwhile  for  your 
consideration.  Attention  to  the  important  contributions  to  the  health 
care  field  under  the  country's  tort  liability  system  is  overdue. 

We  believe  strongly  that  there  is  a  proper  function  to  be  performed 
by  both  the  Government  and  private  insurance  in  the  field  of  health 
care  for  the  Nation's  citizens  and  that  these  functions  should  be  coordi- 
nated so  as  to  complement  each  other  rather  than  compete  with  each 
other.  We  assure  the  committee  that  our  mutual  insurance  industry  is 
eager  to  cooperate  in  a  coordinated  health  care  program  which  encom- 
passes sound  governmental  assistance  and  a  dynamic  voluntary  pre- 
payment system. 

This  concludes  our  statement,  Mr.  Chairman,  and  we  would  ap- 
preciate your  consideration  in  allowing  us  to  bring  our  views  to  the 
committee. 

The  Chairman.  Mr.  Smith,  we  appreciate  your  bringing  these  views 
to  the  committee  and  even  though  you  haven't  delivered  your  entire 
statement,  be  assured  that  all  of  us  will  go  over  it  when  we  are  in 
executive  session. 

Mr.  Smith.  Thank  you,  sir. 

The  Chairman.  We  appreciate  your  bringing  with  you  the  gentle- 
man at  the  table. 

Any  questions  of  Mr.  Smith  ? 
Thank  you,  sir. 

Mr.  Smith.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Dr.  Hudson  and  Dr.  Kouse.  Dr.  Hudson,  if  you 
and  Dr.  Eouse  will  identify  yourselves  for  the  record,  we  will  be  glad 
to  recognize  you  for  the  60  minutes  you  have  requested. 

STATEMENT  OF  DR.  CHARLES  L.  HUDSON,  PRESIDENT,  AMERICAN 
MEDICAL  ASSOCIATION,  ACCOMPANIED  BY  DR.  MILFORD  0. 
ROUSE,  PRESIDENT-ELECT;  BERNARD  HIRSH,  DIRECTOR,  LAW 
DIVISION;  AND  BERNARD  HARRISON,  LEGISLATIVE  DEPART- 
MENT 

Dr.  Hudson.  Mr.  Chairman,  members  of  the  committee,  I  am 
Charles  L.  Hudson,  M.D.,  a  practicing  physician  in  Cleveland,  Ohio, 
and  the  president  of  the  American  Medical  Association.  With  me  are 
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Dr.  Milford  O.  Rouse  on  my  left  hand,  president-elect  of  the  American 
Medical  Association,  and  a  practicing  physician  from  Dallas,  Tex. 
Also  with  me  are  Mr.  Bernard  Harrison  and  Mr.  Bernard  Hirsh  of  our 
American  Medical  Association  staff. 

The  Chairman.  Dr.  Hudson,  we  are  pleased  to  have  you  and  Dr. 
Rouse  and  the  other  gentlemen  this  morning  and  we  are  pleased  to 
recognize  you,  sir. 

Dr.  Hudson.  Thank  you,  sir.  Speaking  for  myself  and  for  the  as- 
sociation I  am  privileged  to  represent,  I  want  to  express  sincere  ap- 
preciation for  the  opportunity  to  appear  before  you  to  discuss  H.R. 
5710,  the  Social  Security  Amendments  of  1967. 

Most  of  the  members  of  the  committee  will  recall  that  the  American 
Medical  Association  was  invited  several  times  to  state  its  views  on  titles 
XVIII  and  XIX  before  they  became  law.  We  opposed  the  approach 
of  title  XVIII,  but  have  tried  to  bring  about  regulations  and  other 
implementing  actions  that  would  mitigate  the  baneful  effects  of  the 
program  we  felt  certain  would  appear.  We  have  been  modestly 
successful. 

Our  purpose  today  is  not  to  consume  your  time  with  an  extensive 
repetition  of  facts  presented  in  previous  testimony  which  are  still  avail- 
able for  your  consideration.  In  fact,  in  the  interest  of  time,  we  have 
provided  to  the  committee  a  more  detailed  written  statement  which  we 
hope  the  members  of  the  committee  will  read  since  it  contains  addi- 
tional material  pertinent  to  the  subject  before  you. 

We  ask  that  it  be  made  a  part  of  the  record,  sir. 

The  Chairman.  Without  objection,  it  will  be  made  a  part  of  the 
record. 

(The  statement  referred  to  follows :) 

Statement  of  Charles  L.  Hudson,  M.D. 

Mr.  Chairman  and  Members  of  the  Committee,  I  am  Charles  L.  Hudson,  M.D.,  a 
practicing  physician  in  Cleveland,  Ohio,  and  President  of  the  American  Medical 
Association.  With  me  is  Milford  O.  Rouse,  M.D.,  President-Elect  of  the  AMA,  a 
practicing  physician  in  Dallas,  Texas. 

INTRODUCTION 

Speaking  for  myself  and  for  the  Association  I  am  privileged  to  represent,  I 
want  to  express  sincere  appreciation  for  the  opportunity  to  appear  before  you  to 
discuss  H.R.  5710,  the  "Social  Security  Amendments  of  1967 ;"  and  to  comment, 
at  least  in  general  terms,  on  medicine's  experience  during  the  initial  implemen- 
tation of  Titles  18  and  19  of  Public  Law  89-97 — the  former  commonly  known  as 
"Medicare,"  the  latter  frequently  referred  to  as  "Medicaid." 

Most  of  the  members  of  the  Committee  will  recall  that  the  American  Medical 
Association  was  invited  several  times  to  state  its  views  on  these  programs  before 
they  became  law.  Exercising  the  democratic  privilege  so  carefully  preserved  by 
public  hearings  before  Committees  such  as  this  one,  AMA  witnesses  stated  our 
opposition  and  our  concern,  particularly  regarding  what  is  now  Title  18,  as  clearly 
and  as  strongly  as  they  knew  how. 

In  spite  of  the  opposition  of  organized  medicine  and  others,  the  Congress  sub- 
sequently saw  fit  to  enact  the  legislation. 

AMA  REACTION 

Since  that  time,  officers  and  members  of  the  American  Medical  Association,  al- 
though saddened  by  the  legislative  defeat,  have  tried  to  act  like  physician- 
statesmen. 

The  medical  profession  has  tried,  in  the  most  effective  ways  possible,  to  bring 
about  regulations  and  other  implementing  actions  that  would  mitigate  the  baneful 
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effects  of  the  program  we  felt  certain  would  appear.  We  were  modestly 
successful. 

While  Medicare  was  still  a  legislative  proposal,  we  vigorously  opposed  it.  As 
individual  physicians  and  as  an  association,  we  did  not  and  do  not  believe  in  the 
principle  it  represents.  However,  once  it  became  the  law  of  our  land,  the  AMA 
worked  just  as  vigorously  to  make  it  operate  as  well  as  possible. 

But  regardless  of  our  effort,  and  the  effort  of  others,  it  has  been  impossible  to 
overcome  deficiencies  in  the  law. 

Committee  activities 

An  AMA  representative  was  named  to  the  Health  Insurance  Benefits  Ad- 
visory Council,  the  group  established  by  law  to  work  with  the  Department  of 
Health,  Education  and  Welfare  in  establishing  regulations  to  implement  the 
Medicare  program. 

Many  AMA  members  served  on  technical  committees  appointed  to  advise  the 
Department  of  Health,  Education  and  Welfare  on  specific  features  of  the  pro- 
gram and  how  they  could  be  made  to  work  most  smoothly. 

Others  from  the  AMA  served  on  the  Association's  own  Advisory  Committee 
which  met  several  times  with  the  Secretary  of  Health,  Education  and  Welfare 
and  with  President  Johnson. 

And  a  productive  and  continuing  liaison  has  been  maintained  between  the  AMA 
and  the  Department  of  Health,  Education  and  Welfare. 

All  of  these  activities  were  undertaken  to  provide  to  the  government  the 
knowledge,  experience  and  beliefs  of  organized  medicine  in  order  that  regulations 
and  other  implementing  actions  might  be  developed  which  would  help  to  solve 
or  ameliorate  some  of  the  inherent  problems  in  the  program. 

Physician  education 

In  addition  to  our  governmental  liaison  activities,  we  held  meetings  and  spon- 
sored workshops  to  explain  and  discuss  the  Medicare  program ;  and  produced 
printed  material  for  distribution  to  all  physicians  in  the  United  States,  regard- 
less of  their  membership  in  the  AMA,  to  assist  them  in  fulfilling  the  medical 
profession's  responsibilities  under  Medicare. 

Most  important  of  all  since  the  implementation  of  the  law  nine  months  ago, 
physicians  have  continued  to  care  for  patients  who  have  become  the  program's 
beneficiaries. 

AMA  POSITION  IN  REVIEW 

Now  we  are  again  privileged  to  appear  before  your  distinguished  Committee. 

Our  purpose  today  is  not  to  consume  your  time  nor  burden  the  record  of  these 
proceedings  with  an  extensive  repetition  of  facts  presented  in  previous  testi- 
mony which  are  still  available  for  your  consideration ;  but,  rather,  to  reiterate 
some  basic  beliefs  we  feel  are  even  more  valid  today  than  when  we  stated  them 
earlier ;  and  to  offer  some  specific  suggestions  regarding  changes  we  feel  would 
improve  the  program. 

The  more  than  200,000  physician  members  of  the  American  Medical  Associa- 
tion have  a  deep  and  abiding  concern  for  the  health  care  of  the  public ;  because 
the  "public"  is  also  our  patients.  This  concern  has  existed  since  the  founding 
of  the  AMA  in  1847  and  I  believe  history  shows  that  through  the  years,  virtually 
all  of  the  Association's  activities  have  been  directed  toward  better  health  care 
for  every  individual. 

We  believe,  however,  that  we  also  have  a  responsibility  to  speak  for  our 
physician  members  and,  to  the  extent  possible,  for  our  patients  in  calling  to  the 
attention  of  our  government  and  of  the  people  of  this  nation  any  projected  de- 
velopment which  we  believe  might  threaten  the  quality  of  health  care. 

This  includes  commenting  on  existing  programs  which,  if  left  unamended, 
might  erode  the  medical  care  system  which  has  given  this  nation  a  level  of  health 
and  a  quality  of  health  care  that  continue  to  be  the  envy  of  the  world. 

The  legislative  record 

In  carrying  out  this  secondary,  albeit  important,  responsibility,  we  have  sup- 
ported much  legislation  we  felt  was  in  the  best  interests  of  the  public ;  and  we 
have  opposed  certain  measures  we  felt  would  lower  the  quality  of  health  care. 

The  Committee  will  recall  that  the  Association  outright  opposed  only  seven 
of  the  33  proposals  on  which  we  submitted  statements  during  the  89th  Congress. 
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Responsibilities  for  health  care 

We  recognize  clearly  that  there  are  areas  of  health  care  in  which  the  federal 
government  has  a  responsibility.  One  of  those  areas  is  helping  to  finance  care 
for  citizens  of  low  economic  resources  who  need  help. 

Further,  we  believe  there  are  programs  involving  governmental  participation 
that  can  be  administered  more  economically,  more  equitably  and  more  efficiently 
by  state  government  than  by  the  federal  government. 

In  addition,  we  strongly  believe  there  are  areas  in  which  responsibility  right- 
fully belongs  to  the  private  sector  and  not  to  government. 

In  previous  appearances  before  this  Committee,  we  presented  detailed  and 
documented  statements  explaining  both  our  practical  and  our  philosophical  op- 
position to  Medicare-type  measures  then  before  you.  In  those  appearances, 
we  said  that  we  opposed  Medicare  because  it  was  not  confined  to  helping  those 
of  the  elderly  who  needed  help,  and  therefore  constituted  a  sharp  departure  from 
the  traditional  role  of  government  with  respect  to  individual  health  care. 

We  said  a  number  of  things  at  length  that  I  would  like  to  repeat  in  brief. 

The  ABA  Believes: 

We  believed,  and  we  continue  to  believe,  that  the  program  would  be  unpre- 
dictably, but  extremely,  expensive. 

We  believed,  and  continue  to  believe,  that  it  would  prove  to  be  an  administra- 
tive nightmare.  We  have  read  the  testimony  of  The  Blue  Cross,  Blue  Shield, 
insurance  industry  and  others  before  these  hearings  which  indicate  that  our 
forebodings  were  not  incorrect. 

We  believed  that  the  degree  of  government  control  inherent  in  the  bill  was 
not  compatible  with  good  medicine  and  that  the  quality  of  medical  care  eventually 
would  suffer.  On  the  basis  of  even  brief  experience,  we  are  now  more  sure  of 
it  than  ever. 

That  the  availability  of  medical  services  to  the  aged  would  come  to  be  con- 
tingent upon  the  availability  of  tax  money  and  not  upon  the  medical  needs  of 
those  citizens  ;  and  that  payroll  taxes  to  support  the  program  would  go  higher 
and  higher. 

That  control  lay  at  the  heart  of  the  legislation,  and  that  some  of  the  regula- 
tions would  change  the  intent  of  the  law. 

That  there  would  be  instances  in  which  the  patient  would  not  have  free 
choice  of  physician  or  of  hospital  and  that  such  a  lack  of  choice  might  bring 
anxiety  as  well  as  hardship  to  the  patient  and  to  his  family. 

That  although  the  added  demands  on  the  nation's  health  facilities  could  not 
accurately  be  forecast,  we  predicted  a  shortage  of  nursing  home  beds,  crowding 
of  hospital  facilities  in  some  areas  and  a  lack  of  home  health  services. 

That  enactment  of  the  program  would  mean  undermining  private  health  in- 
surance and  prepayment  plans,  through  which  more  than  half  of  the  elderly 
had  already  provided  themselves  with  substantial  protection  against  the  cost 
of  illness. 

Finally,  we  believed  and  continue  to  believe  that  proponents  of  the  program 
would  return  time  and  time  again  to  ask  for  its  expansion  until  one  day,  unless 
curbed  by' public  opinion  and  the  Congress,  the  program  would  become  a  full- 
fledged  system  of  government  medicine  for  all  citizens  of  every  age. 

We  have  found  no  valid  reason  for  changing  our  beliefs.  I  leave  it  to  your 
own  good  judgment  to  determine  whether  our  concern  of  several  years  ago  in 
these  many  areas  continues  to  have  real  meaning  today. 

We  still  believe  Medicare  is  unwise  legislation  and  is  not  in  the  public  interest. 
Specifically,  we  believe  the  law  has  two  major  defects  : 

First,  it  covers  millions  of  people  who  are  self-supporting  and  do  not  need 
to  have  the  government — which  means  younger  people  who  are  working  and 
paying  Social  Security  tax — pay  for  their  hospitalization  and  other  health 
care  costs. 

Second,  the  program  is  centrally  operated  and  controlled  by  the  federal 
government  and,  consequently,  lacks  the  flexibility  which,  if  state-admin- 
istered, would  permit  each  state  to  meet  specific  needs  and  to  alter  or  im- 
prove the  program  as  experience  showed  changes  to  be  desirable. 
We  believe  that  government  programs,  whether  involving  health  or  housing, 
should  be  designed  to  help  those  who  need  help.    I  want  to  underscore  those 
six  words  :  to  help  those  who  need  help. 
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That  is  the  philosophy  we  believe  is  sound  and  unquestionably  in  the  public 
interest.  I  cannot  stress  too  strongly  our  belief  that  those  who  need  help  should 
get  it;  but  that  government  should  not  finance  health  care  for  those  who  can 
afford  to  provide  for  themselves. 

THE  USE  OF  RESOURCES 

The  members  of  this  distinguished  Committee  are  as  knowledgable  as  any 
group  in  our  nation  regarding  the  fiscal  problems  besetting  the  federal  govern- 
ment, the  states  and  the  cities  of  this  country. 

It  appears  to  us  that  we  are  simultaneously  running  short  of  new  tax  sources 
and  rapidly  approaching  the  tax  limits  on  present  sources. 

It  seems  to  us  the  wisest  move  is  to  make  use  of  available  funds  to  give  maxi- 
mum care  to  those  who  need  help.  The  use  of  tax  funds  for  services  to  the 
wealthy  and  the  well-to-do,  along  with  the  genuinely  needy,  can  be  justified 
neither  economically  nor  morally.  Moreover,  it  must  follow  that  expenditure  of 
public  funds  for  those  who  do  not  need  limits  the  amount  of  resources  avail- 
able to  help  those  who  do  need  it. 

FACTORS  IN  INCREASED  HEALTH  CARE  COSTS 

Over-all  inflationary  pressures  in  our  nation's  economy  have  had  significant 
effect  on  the  prices  of  services  and  commodities  of  every  description.  I  shall 
confine  my  remarks  to  the  cost  of  health  care. 

Since  World  War  II,  the  American  people  have  demanded  more  and  more 
health  services  and  have  diverted  more  of  their  spending  power  to  purchase 
those  services.  In  1965,  Americans  spent  a  total  of  $27.4  billion  for  medical 
care,  47  per  cent  more  than  they  spent  five  years  earlier.1  The  increased  demand 
resulted  from  a  number  of  factors  : 

A  population  increase  of  28  per  cent  between  1950  and  1965.2 

A  rise  of  34  per  cent  in  disposable  personal  income  per  capita  from  1950  to 
1965.3 

More  health  insurance  coverage.  Total  persons  covered  by  surgical  insurance 
increased  from  54  million  in  1950  to  146  million  in  1965 ;  the  number  with  regular 
medical  insurance  rose  from  22  million  to  113  million  in  the  same  period.4 

Demographic  changes. 

And  increased  faith  in  physicians  and  increased  desire  for  physicians'  care 
because  medical  practice  has  become  more  effective.5 

Faced  with  this  explosive  demand,  the  health  services  industry  responded 
with  increased  output.  Between  1950  and  1965,  the  number  of  physicians  in- 
creased from  202,683  to  300,376,  a  growth  of  48  per  cent,  compared  with  the 
population  increase  for  the  same  period  of  28  per  cent.6 

The  number  of  hospital  beds  increased  16  per  cent,  from  1,456,000  to  1,703,000.7 

The  output  of  the  drug  industry  also  jumped  dramatically.  Because  it  could 
increase  its  output  fairly  rapidly,  drug  prices  did  not  increase  as  fast  as  other 
components.  The  average  retail  price  per  prescription,  reported  in  'American 
Druggist,"  increased  at  the  annual  rate  of  about  2.3  per  cent  between  1955  and 
1965. 

Over-all,  the  health  services  industry,  the  nation's  fifth  largest  employer  15 
years  ago,  now  ranks  third,  behind  agriculture  and  construction. 

But  major  segments  of  the  industry  could  not  expand  fast  enough  to  keep  up 
with  demand.  It  takes  time  to  build  and  staff  medical  schools  and  hospitals  and 
to  educate  and  train  physicians. 

While  the  physician  population  increased  48  per  cent  during  the  15-year  period 
ending  in  1965,  it  must  be  pointed  out  that  increasing  numbers  of  them  entered 
research,  administrative  medicine  and  industry. 

In  addition,  the  government  now  employs  some  26,000  physicians,  more  than 
the  combined  total  of  practicing  physicians  in  26  of  our  states,  further  ag- 
gravating the  medical  manpower  problem. 


1  1966  Source  Book  of  Health  Insurance,  Health  Insurance  Institute,  page  54. 

2  Department  of  Health,  Education  and  Welfare  Report  on  Medical  Care  Prices,  released 
March  2,  1967,  page  18. 

3  Same  as  footnote  2,  page  19. 

4  Same  as  footnote  2,  page  19  ;  and  same  as  No.  1. 

5  Same  as  footnote  1,  page  19. 

6  American  Medical  Association  Physicians'  Records. 

7  American  Hospital  Association  Annual  Directory. 
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Because  of  increased  demands  for  health  care,  and  in  spite  of  its  notable 
expansion,  the  health  care  industry  already  was  operating  at  "over-capacity" 
when  the  89th  Congress  enacted  Medicare  and  20  other  government  health 
programs. 

Implementing  Medicare  added  hundreds  of  millions  of  dollars  to  the  already 
over-heated  competition  for  health  services,  further  taxing  medical  facilities 
and  personnel  and  causing  health  care  costs  to  accelerate  further. 

It  must  be  reiterated  that  when  government  provides  more  dollars  for  health 
care  services,  it  increases  demand  for  services  but  does  not  increase  medical 
personnel  or  facilities. 

Finally,  of  course,  the  pressure  on  medical  care  prices  also  became  greater 
because  of  the  widespread  inflation  in  the  over-all  economy. 

Effects  of  Medicare 

Prior  to  Medicare,  physicians  annually  gave  free  medical  care  worth  hundreds 
of  millions  of  dollars  to  the  elderly  and  to  others  in  low  income  groups ;  and 
reduced  their  fees  to  millions  of  patients.  Since  the  Medicare  law  specifies  it, 
physicans  now  charge  elderly  patients  the  same  fees  they  charge  the  majority 
of  their  patients  under  age  65. 

Another  factor  in  the  rise  of  medical  care  costs  is  the  fact  that  when  the 
health  services  industry  was  forced  to  expand,  it  did  so  at  a  time  of  nearly  full 
employment.  As  a  consequence,  hospitals,  clinics  and  physicians  had  to  offer 
higher  wages  to  attract  employees  from  other  pursuits.  Hospitals  were  forced 
to  increase  wage  levels  dramatically  in  a  tight  labor  market,  and  wages  account 
for  two  thirds  of  total  hospital  costs. 

As  a  result  of  Medicare  and  other  pressures,  the  rise  in  hospital  daily  charges 
was  especially  sharp  in  the  second  half  of  1966. 

In  the  first  six  months  of  1966,  hospital  daily  charges  increased  4.5  per  cent. 
In  the  second  half,  after  the  advent  of  Medicare,  they  rose  11.5  per  cent.  By 
contrast,  physicians'  fees  increased  3.8  per  cent  in  the  first  half  of  1966  and 
another  3.8  per  cent  in  the  second  half. 

Hospital  daily  charges,  which  had  been  rising  about  6  per  cent  per  year 
between  1960  and  1965,  went  up  16.5  per  cent  in  1966,  the  largest  annual  increase 
in  18  years.  Physicians'  fees,  which  had  been  rising  about  3  per  cent  a  year 
in  that  period,  went  up  7.8  per  cent,  the  biggest  annual  increase  since  1927.  And 
if  physicians  had  not  increased  their  productivity,  the  rise  in  fees  would  have 
been  more  rapid.8 

Medicare  also  raised  hospital  occupancy  rates  in  many  places.  Total  occupancy 
was  4  per  cent  higher  in  August,  1966,  than  in  August,  1965.  We  predict  that 
figures  for  the  first  three  months  of  1967  will  be  alarming,  and  we  see  indications 
now  that  Medicare  is  heading  for  real  trouble  in  the  months  ahead. 

In  1965,  on  an  average  day,  there  were  563,000  patients  in  non-federal  hospitals. 
They  paid  an  average  hospital  bill  of  $346.94.  You  have  been  told  that  final 
tabulation  will  show  that  hospital  charges  will  increase  12  per  cent  for  1966  and 
6  to  7  per  cent  each  year  thereafter.  That  means  these  patients  will  have  paid 
an  average  bill  of  $388.57  in  1966  for  the  same  amount  of  health  care ;  and  will 
pay  a  bill  of  $415.77  in  1967.9 

We  believe  that  the  true  costs  of  Medicare  must  reflect  what  is  happening  to 
prices  throughout  the  health  care  system.  Any  further  demands  on  a  system 
which  is  already  operating  beyond  its  capacity  will  force  more  and  more  of  our 
citizens  into  the  category  of  medical  indigency. 

Medical  manpower 

Since  the  shortage  of  medical  manpower  is  a  part  of  the  over-all  problem,  we 
would  like  to  make  this  recommendation  : 

That  a  National  Commission  on  Health  Resources  and  Medical  Manpower 
be  established  that  would  maintain,  in  the  best  interests  of  the  nation,  a  proper 
balance  of  health  personnel,  within  existing  resources,  among  the  Armed  Forces, 
other  government  agencies  and  the  civilian  population. 

The  American  Medical  Association  has  stepped  up  its  recruiting  programs  to 
encourage  young  men  and  women  to  select  medicine  as  a  career.  It  is  urging 
existing  medical  schools  to  increase  their  enrollment  and  encouraging  the  devel- 


8  Same  as  footnote  2,  page  22. 

0  Hospitals  Guide  Issue,  Aug.  1,  1966. 
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opment  of  new  medical  schools.  And  it  is  appealing  to  retired  nurses  and  physi- 
cians, who  are  physically  able,  to  return  at  least  to  part-time  practice. 

We  deeply  regret  that  because  of  the  money  market  situation,  we  have  had 
to  curtail  the  Loan  Guarantee  Program  of  the  AMA's  Education  and  Research 
Foundation.  In  four  and  a  half  years  of  operation,  the  loan  program  has  seen 
more  than  30,000  loans  worth  more  than  $35  million  made  to  about  19,000  medical 
students. 

Any  help  the  government  could  give  to  alleviate  the  money  market  condition 
would  greatly  assist  those  of  us  who  are  trying,  through  private  enterprise,  to 
help  solve  the  medical  manpower  problem. 

Let  me  repeat :  costs  lie  at  the  very  heart  of  the  Medicare  law.  As  you  know, 
the  question  of  financial  need — of  helping  only  those  who  need  help — was  one  of 
the  main  issues  during  the  long  Medicare  controversy. 

Dangers  of  expansion 

We  appeal  to  you  not  to  expand  this  program.  Any  expansion  of  the  plan  or 
addition  of  any  new  medical  care  programs  will  greatly  accelerate  the  costs  of 
health  care,  already  the  concern  of  all  of  us.  As  costs  increase,  it  means  that  all 
of  our  citizens  under  age  65  must  not  only  pay  more  for  health  care,  but  in  addi- 
tion, must  pay  more  in  taxes  to  support  government  programs. 

The  Congress  now  has  before  it  proposals  from  the  President  and  others  calling 
for  increased  cash  benefits  under  the  Social  Security  program.  If  Congress,  in 
its  wisdom,  believes  some  increase  in  cash  benefits  is  necessary,  this  action 
should  lessen  any  pressure  to  expand  Medicare  since  the  increased  cash  benefits 
will  go  to  those  who  are  eligible  for  Medicare. 

The  Federal  government  receives  its  biggest  return  on  dollars.  Cash  can  be 
used  more  flexibly  by  Social  Security  beneficiaries  to  purchase  needed  goods  and 
services,  including  health  care. 

When  government  attempts  to  provide  services,  instead  of  dollars,  a  large  por- 
tion is  taken  out  of  each  allocated  dollar  for  administrative  costs. 

As  all  of  the  other  pressures  listed  continue  to  force  medical  care  prices  upward, 
another  consequence  is  that  the  situation  is  jeopardizing  the  private  health  in- 
surance industry  by  forcing  premiums  upward. 

The  Medicare  program  as  it  now  stands  is  a  costly  creature.  And  since  many 
of  the  built-in  costs  are  unnecessary,  the  plan  contributes  to  higher  care  costs  in 
general.    Its  problems  beget  more  problems. 

As  demands  for  health  care  continue  to  mount,  straining  medical  facilities  and 
over-loading  medical  personnel,  the  end  result  can  only  be  lower  quality  health 
care  at  higher  prices. 

THE  FUTURE  OF  MEDICARE 

We  believe  that  unless  some  changes  are  made  not  only  in  the  provisions  of 
the  law  and  its  regulations,  including  the  new  proposals,  but  also  in  the  premise 
on  which  the  approach  to  Medicare  is  based,  this  program  will  continue  down  a 
road  that  has  proved  to  be  not  in  the  public  interest  in  other  countries  of  the  free 
world  which  have  gone  further  than  the  United  States  in  establishing  govern- 
ment health  care  programs. 

Over-all,  government's  entrance  into  the  personal  health  care  of  its  citizens 
leads  to  centralization,  rigid  methodology  and  the  placing  of  limits  on  a  field  of 
endeavor  that  must  have  freedom  and  flexibility  to  accomplish  its  current  pur- 
poses as  well  as  to  seek  and  find  better  methods  and  better  techniques  for  the 
future. 

As  a  further  consideration,  extension  of  government  care  will  further  dis- 
courage private,  voluntary  enterprise  programs  and  diminish  the  motivation  for 
charitable  contributions  by  causing  many  Americans  to  feel  there  is  less  need  for 
them  to  give  of  their  talent  and  time  to  help  those  in  need.  As  more  and  more 
tax  dollars  are  taken  from  the  people  for  governmental  programs,  less  and  less 
will  be  given  to  voluntary  programs  now  serving  useful  functions. 

THE  TITLE  19  APPROACH 

These  apprehensions  regarding  the  possibility  of  a  future  over-all  government 
Medicare-type  health  service  lead  us  to  embrace  the  Title  19  approach  of  Public 
Law  89-97  as  a  better  principle  for  providing  government-financed  health  care. 

Title  19,  which  was,  in  effect,  an  elaboration  of  the  Kerr-Mills  law,  is  the 
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expression  of  a  philosophy  the  AMA  has  expounded  since  1960.  It  has  the  two 
principal  features  organized  medicine  believes  are  essential  to  sound  govern- 
ment health  care  programs : 

First,  it  helps  those  who  need  help. 
Second,  it  is  administered  at  the  state  level. 
We  believe  that  a  properly  administered  Title  19  program,  with  realistic 
criteria  of  eligibility  designed  for  economically  disadvantaged  persons,  plus  the 
encouragement  and  availability  of  voluntary  health  insurance  and  prepayment 
plans  for  the  solvent  provide  the  best  approach  to  health  care.  Between  them 
they  take  care  of  all  citizens  who  need  help,  without  forcing  taxpayers  to  pay 
for  care  for  those  who  can  well  afford  to  provide  their  own  care. 

SOCIAL  SECUEITY  AMENDMENTS  OF  1967 

It  is  time  now  to  turn  specifically  to  the  proposed  provisions  of  H.R.  5710,  the 
"Social  Security  Amendments  of  1967." 

I  do  not  propose  to  review  the  entire  bill,  section  by  section.  In  the  interests 
of  saving  time  and  concentrating  on  those  items  which  are  of  greatest  importance 
to  this  Committee  with  respect  to  the  AMA'®  position,  I  want  to  offer  our  com- 
ments on  those  sections  which  seem  to  us  to  be  of  most  significance. 

Section  125,  including  the  disabled 

Title  18  of  the  Medicare  law  was  enacted  to  provide  assistance  to  a  select 
group  of  persons  in  the  financing  of  their  health  care.  The  benefits  of  Parts  A 
and  B  were  made  available  only  to  those  persons  who  had  reached  the  age  of 
65,  the  Congress  having  satisfied  itself  that  it  was  members  of  this  group  that 
had  special  problems  meeting  their  health  care  costs.  Other  select  groups — 
children,  the  disabled,  the  blind,  persons  of  other  ages — were  not  included  in 
the  Medicare  program.    For  them,  Title  19  was  provided. 

The  adoption  of  Section  125,  however,  could  change  the  direction  of  Medicare 
from  a  program  for  older  persons  to  one  aimed  at  various  select  categories. 

We  would  hope  the  Committee  would  consider  the  matter  carefully  before 
extending  Medicare  benefits  to  those  below  the  age  of  65;  particularly  since, 
under  the  definition  of  the  Social  Security  Act,  those  persons  qualify  as  "dis- 
abled" whose  physical  or  mental  impairment  need  only  be  expected  to  last  12 
months. 

We  do  not  question  the  need  of  many  currently  disabled  persons  for  financial 
assistance  to  meet  health  care  costs.  But  we  believe  Title  19  should  be  utilized 
for  that  purpose. 

Finally,  in  this  amendment  as  in  some  others,  we  question  the  advisability  of  ex- 
panding a  program  which  has  barely  gotten  under  way.  Government's  experi- 
ence with  Medicare  is  limited,  and  understanding  of  the  program's  probable 
costs  and  effectiveness,  at  this  time,  is  equally  limited. 

We  urge  the  Committee  to  reject  this  provision. 

Section  126,  payments  to  Federal  facilities 

Section  126  would  repeal  that  portion  of  the  Social  Security  Act  that  prohibits 
payments  to  federal  facilities  for  care  rendered  to  inpatient  Medicare  bene- 
ficiaries. We  recommend  to  the  Committee  that  this  section  not  be  favorably 
considered. 

However,  it  should  be  pointed  out  that  many  facilities  that  would  be  affected — 
such  as  Veterans  Administration  hospitals,  military  hospitals  and  Public  Health 
Service  Merchant  Marine  hospitals — are  special  purpose  installations  whose  pri- 
mary function  should  not  be  diluted,  expanded  or  changed  by  providing  inpatient 
hospital  benefits  to  Medicare  beneficiaries  whose  care  would  not  otherwise  be 
their  prime  responsibility. 

In  addition,  such  a  change  in  the  law  would  increase  costs  attributable  to 
Medicare  and  thereby  generate  still  greater  pressure  for  increases  in  the  Social 
Security  tax. 

Section  127,  including  podiatry 

Podiatry  has  long  been  recognized  as  a  respected  allied  health  service.  In 
many  medical  centers  and  clinics,  podiatrists  render  routine  foot  care  under  the 
supervision  of  doctors  of  medicine. 

While  recognizing  the  usefulness  of  podiatry  services,  we  are  impelled  to  note 
that  if  the  amendment  is  adopted,  the  podiatrist  could  assume  responsibility 
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for  the  care  of  some  of  the  more  difficult  problems  in  medicine.  We  believe  this 
to  be  unsound. 

The  needs  of  the  aged  person  might  be  for  routine  foot  care  on  the  prescription 
of  the  physician.  But  that  kind  of  service  is  excluded  by  Section  127,  while  the 
kind  of  care  ordinarily  provided  by  a  physician  would  be  included  as  a  covered 
podiatry  service  under  the  supplemenetary  medical  insurance  program. 

Having  podiatrists  do  what  physicians  normally  do  would  not  be  in  the  best 
interests  of  the  patient  and  we  urge  that  Section  127  not  be  adopted. 

Section  128,  National  Medical  Review  Committee 

The  AMA  supports  increasing  the  merbership  of  the  National  Medical  Review 
Committee  from  nine  to  16  members  since  the  change  would  seem  to  broaden 
the  base  of  experience  on  which  the  Committee  may  draw  in  compiling  its  re- 
port and  recommendations  to  the  Secretary  of  Health,  Education  and  Welfare. 

However,  we  call  to  your  attention  Section  128  (2),  which  would  make  a 
substitution  of  the  third  sentence  of  Section  1868  (a)  of  the  Social  Security  Act. 
The  amendment  should  address  itself  to  the  fourth  sentence  rather  than  the 
third. 

Section  129,  depreciation  allowance 

As  we  understand  Section  129,  providers  of  services  would  include  in  their 
reimbursable  cost  formula  an  amount  allowable  for  depreciation  on  capital 
assets.  But  to  be  eligible  to  receive  the  reimbursement,  a  provider  would  have  to 
set  the  funds  aside  for  use  only  as  a  proper  capital  expenditure  as  approved  by 
a  State  Planning  Agency,  under  guidelines  and  regulations  promulgated  by  the 
Secretary  of  Health,  Education  and  Welfare. 

The  American  Medical  Association  has,  for  years,  encouraged  voluntary  plan- 
ning on  a  community-wide  basis.  Through  publications  and  national  meetings, 
the  AMA  has  sought  to  bring  about  a  better  understanding  of  what  is  accessible 
in  facilities  and  manpower  and  how,  through  planning,  the  best  use  can  be 
made  of  them. 

Although  concerned  with  the  need  for  adequate  planning,  we  oppose  this  sec- 
tion of  H.R.  5710  and  urge  its  deletion. 

Section  129  would  make  planning  compulsory  and  world  deprive  providers  of 
services  of  necessary  funds  either  for  replacement  of  equipment  or  facilities  or  the 
acquisition  of  new  equipment  or  facilities  unless  they  agreed  to  planning  decisions 
imposed  upon  them.  Further,  and  equally  objectionable,  is  the  concept  of  de- 
ciding for  the  provider  how  he  shall  use  some  of  the  funds  he  receives. 

Until  now,  the  federal  government,  under  Medicare,  has>  played  a  principal  role 
only  as  financier  of  the  costs  of  the  services  included  in  the  Part  A  program.  The 
program  contains  many  regulatory  controls,  but  payments  made  to  providers  in 
reimbursing  costs  has  been  without  restriction ;  the  payments  become  the  prop- 
erty of  the  providers  for  use  at  their  discretion. 

Here  we  see  an  innovation  that  could  conceivably  affect  other  aspects  of  the 
program  in  the  future.  Section  129  would  have  the  payments  separately  funded, 
and  would  take  from  the  provider  the  independence  he  enjoyed  prior  to  Medi- 
care. The  section  then  would  go  beyond  present  rules  as  to  what  he  may  include 
as  cost,  and  would  determine  how  he  is  to  use  the  reimbursement  he  receives. 

We  consider  the  provision  to  be  a  dangerous  precedent  and  urge  that  it  not  be 
adopted  by  the  Committee. 

Section  130,  creation  of  Part  C 

Section  130  would  provide  a  new  Part  C  to  cover  payment  for  services  rendered 
to  hospital  outpatients ;  and  for  diagnostic  specialty  services  to  both  outpatients 
and  inpatients  of  hospitals. 

The  AMA  opposes  Part  C  in  toto. 

The  Association  is  aware  of  difficulties  encountered  in  administering  the  out- 
patient diagnostic  benefits  of  the  Part  A  program,  and  understands  the  need  for 
simplification.  The  need  to  differentiate  between  diagnostic  and  therapeutic 
services  rendered  by  the  outpatient  department,  and  to  apply  varying  deductibles, 
co-pay  and  calendar  periods  are  understandably  confusing  and  time-consuming. 

We  feel  also  there  are  aspects  of  the  Part  B  program  which  need  substantial 
simplification  and  improvement ;  and  that  the  answer,  rather  than  concentrat- 
ing on  a  solution  to  one  problem,  might  well  be  a  complete  restructuring  of  the 
provision  of  professional  medical  services  by  converting  Part  B  into  a  voluntary 
insurance  program. 
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Later  on  in  this  statement,  there  is  a  further  amplification  of  our  thinking 
along  the  lines  of  a  complete  new  approach  to  Part  B  benefits. 

However,  if  the  Committee  sees  a  genuine  need  for  an  immediate  change  before 
it  is  possible  to  develop  a  new  structure,  the  AMA  suggests  that  all  outpatient 
hospital  services  be  combined  into  a  single  benefit  under  Part  B  of  the  program. 
In  that  way,  there  would  be  no  need  to  distinguish  between  therapeutic  and 
diagnostic  services.  All  outpatient  services  would  be  paid  from  one  fund,  subject 
to  a  single  set  of  rules  regarding  deductibles  and  co-pay. 

Regarding  the  diagnostic  specialty  services  to  inpatients,  we  recognize  that 
carriers  and  intermediaries  have  had  some  difficulty  administering  benefits  with 
respect  to  pathology  services.  However,  it  is  our  belief  that  the  separation  into 
two  parts  of  some  physician  services  has  been  basic  to  the  problem. 

The  attempt  to  distinguish  between  the  so-called  "professional"  and  "non- 
professional" or  technical  services  provided  in  the  hospital  by  the  radiologist  and 
the  pathologist  has  led  to  much  of  the  problem  that  exists  today. 

We  believe  that  all  physicians  should  be  treated  alike.  This  Committee  sup- 
ported that  view  when,  except  for  interns  and  residents  in  approved  teaching 
programs,  it  voted  to  place  all  physicians  under  the  supplementary  insurance 
program.   We  urge  that  this  treatment  be  continued. 

Although  we  have  no  way  to  measure  the  extent  of  the  problem  accurately,  we 
believe  that  at  least  some  of  the  objection  to  the  present  program  is  generated 
by  those  persons  and  groups  who  have  always  opposed  the  inclusion  of  medical 
specialty  services  under  Part  B. 

We  urge  the  Committee  to  reject  any  expansion  of  the  Part  A  program.  We 
firmly  believe  that  hospitals  and  physicians  under  contracts  with  them  can  con- 
tinue to  work  together  toward  solving  the  problems  brought  on  by  Medicare  to 
the  satisfaction  of  the  parties  involved,  the  Social  Security  Administration  and 
the  patient. 

Section  131,  Physician  Certification 

The  American  Medical  Association  endorses  Section  131  which  would  remove 
the  requirement  of  a  physician's  certification  for  inpatient  hospital  care  for  each 
Medicare  patient  admitted  to  a  general  hospital.  The  provision  for  certification 
has  served  no  useful  purpose  and  has  been  the  source  of  needless  annoyance  to 
physicians,  hospitals  and  fiscal  intermediaries. 

In  addition,  initial  certification  has  contributed  substantially  to  the  flood  of 
paperwork  and  attendant  costs  generated  by  Medicare. 

We  urge  the  Committee  to  consider  this  amendment  favorably  and  remove  an 
unnecessary  impediment  to  the  operation  of  Part  A.  We  further  urge  that  the 
requirement  for  re-certification  be  similarly  deleted.  The  need  for  recertifica- 
tion  should  be  satisfied  as  a  result  of  the  work  of  utilization  review  committees 
which  are  required  for  hospital  participation  in  Medicare. 

Until  re-certification  is  deleted,  we  would  suggestd  that  the  first  certification 
date  be  the  20th  day  of  hospitalization,  as  permitted  in  the  existing  law. 

Section  161,  Limited  License  Physicians 

Under  the  Medicare  law  as  enacted,  all  physicians'  services  are  covered  under 
Part  B,  except  those  of  an  intern  or  resident  in  an  approved  teaching  program. 
The  latter  services  are  covered  as  inpatient  hospital  services  under  Part  A. 

Section  161  recognizes  that  certain  physicians  have  a  limited  license  and  are 
authorized  to  practice  only  in  a  hospital.  Since  they  are  not  in  an  approved 
training  program  as  interns  or  residents,  their  services  are  presently  covered 
under  Part  B. 

The  analysis  by  the  Department  of  Health,  Education  and  Welfare  states  that 
Section  161  would  cover  the  services  of  these  physicians  under  Part  A  in  the  same 
way  as  services  of  interns  and  residents  are  covered. 

We  believe  it  was  the  intent  of  this  Committee  and  the  Congress,  in  its  orig- 
inal enactment  of  the  law,  to  include  under  Part  A  only  the  services  of  interns 
and  residents  in  approved  training  programs,  so  payments  would  not  be  made 
under  the  hospital  program  for  the  services  of  other  physicians.  Physicians  de- 
scribed in  Section  161  are  not  interns  and  residents  and  are  not  in  a  formal 
training  program.  They  are  physicians  authorized  by  the  state  to  perform  medi- 
cal services  in  a  hospital  and  are  often  designated  as  "house  physicians." 

The  separation  of  Part  A  for  hospital  benefits  and  Part  B  physicians'  services 
should  be  maintained.    Accordingly,  we  urge  rejection  of  Section  161. 
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Section  162,  Purchase  of  Durable  Medical  Equipment 

At  the  present  time,  a  patient  entitled  to  Part  B  benefits  may  be  furnished  cer- 
tain durable  medical  equipment,  such  as  a  hospital  bed,  wheelchair  and  other 
items,  as  part  of  the  "Medical  and  Other  Health  Services"  benefit. 

The  present  provision  for  renting  such  equipment  would  be  amended  by  Section 
162  so  that,  under  regulations  prescribed  by  the  Secretary  of  Health,  Education, 
and  Welfare,  such  equipment  could  be  bought  under  Part  B. 

We  support  this  provision,  recognizing  that  in  some  cases  rental  may  well  ex- 
ceed the  purchase  cost.  We  believe  the  amendment  can  provide  more  economy  in 
the  administration  of  the  program  and  suggest  that  the  regulations  permit  the 
Part  B  carrier  to  exercise  its  prudent  judgment. 

Section  163,  Consultative  Services  to  Laboratories 

The  analysis  of  H.R.  5710  prepared  by  the  Department  of  H.  E.  W.  states  that 
the  section  would  permit  the  Secretary  to  reimburse  state  agencies  which  fur- 
nish consultative  services  to  individual  laboratories,  just  as  he  is  permitted  to 
reimburse  such  agencies  when  they  furnish  similar  services  to  other  institutions 
or  agencies. 

Under  the  present  law,  the  state  agency  may  be  compensated  for  its  activities 
in  determining  whether  a  laboratory  meets  the  requirements  of  paragraphs  (10) 
and  (11)  of  Section  1861  (s).  The  proposed  amendment,  as  it  applies  to  labora- 
tories, would  also  authorize  payment  to  the  state  agency  when  it  provides  con- 
sultative services  in  order  to  help  institutions,  agencies  or  laboratories  : 

"(A)  to  establish  and  maintain  fiscal  records  necessary  for  purposes  of 
this  title,  or  otherwise  to  qualify  as  hospitals,  extended  care  facilities,  or 
home  health  agencies,  or  (b)  to  provide  information  which  may  be  necessary 
to  permit  determination  under  this  title  as  to  whether  payments  are  due  and 
and  the  amounts  thereof." 
We  believe  the  state  agency  should  be  reimbursed  when  it  provides  consulta- 
tive services  to  laboratories  just  as  it  is  for  services  to  hospitals,  extended  care 
facilities  and  home  health  agencies.    In  this  respect,  we  support  the  amendment. 

However,  we  do  not  believe  the  agency  would  be  reimbursed  under  this  amend- 
ment for  its  consultative  services  in  helping  the  laboratory  to  qualify.  If  this  is 
a  purpose  of  the  amendment,  we  suggest  that  the  words  "or  home  health  agencies" 
in  the  provision  just  quoted  be  stricken,  and  the  words  "Home  health  agencies,  or 
laboratories"  inserted. 

SECTION   164,  LIMITATION  ON  REDUCTION  OF  90  DAYS 

Under  the  present  law,  if  a  person  is  an  inpatient  in  a  psychiatric  or  tubercu- 
losis institution  at  the  time  he  becomes  eligible  for  Medicare,  the  90  days  to  which 
he  is  entitled  under  his  first  "spell  of  illness"  is  reduced  by  the  number  of  days 
he  was  an  inpatient  in  such  an  institution  immediately  prior  to  becoming  eligible. 
The  reduction  of  eligibility  applies,  under  existing  law,  whether  his  hospitaliza- 
tion after  becoming  entitled  to  Medicare  benefits  is  in  a  psychiatric  or 
tuberculosis  institution  or  other  hospital. 

It  is  our  understanding  that  Section  164  would  amend  Section  1812(c)  of  the 
Social  Security  Act  by  eliminating  that  reduction  with  respect  to  general  hospi- 
tals and  applying  it  only  to  subsequent  care  in  a  psychiatric  or  tuberculosis 
hospital. 

We  favor  this  partial  removal  of  restrictions  and  recommend  a  greater  and 
more  equitable  liberalization  by  the  complete  deletion  of  Section  1812(c),  thereby 
making  equal  benefits  available  to  all  eligible  elderly  persons  without  regard  to 
the  physical  or  mental  condition  for  which  they  are  receiving  treatment. 

We  believe  the  present  law  makes  distinctions  which  are  not  founded  on  medi- 
cal need  and  that  the  discriminatory  distinctions  should  be  removed. 

Section  205,  Federal  Share  of  Public  Assistance  Expenditures 

Under  this  provision,  in  the  case  of  a  person  whose  physician  has  prescribed 
special  living  arrangements,  and  where  such  arrangements  are  furnished  in  an 
appropriate  institution  other  than  a  skilled  nursing  home,  the  state  furnishing 
the  services  is  given  the  option  of  receiving  federal  participation  under  the  Title 
19  formula  rather  than  under  the  federal  percentages  under  Title  1, 10,  14  and  16. 

We  support  this  measure  which  could  help  to  relieve  demands  for  skilled 
nursing  home  care  where  other  services  are  available  and  would  suffice  for  the 
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needs  of  the  individual.  In  considering  this  section,  we  recommend  to  the 
Committee  that  it  delete  the  requirement  for  "physician-certification." 

Section  220,  Income  Maximum  Under  Title  19 

We  have  noted  with  interest  that  Section  220  would  limit  federal  participation 
in  medical  assistance  payments  to  persons  and  families  whose  incomes  do  not 
exceed  by  more  than  50  percent  the  highest  income  standards  used  by  the  states 
in  determining  eligibility  under  a  cash  assistance  program. 

As  this  Committee  knows,  the  American  Medical  Association  has  always  sup- 
ported federal  programs  that  provide,  with  the  states,  help  in  the  financing  of 
health  care  for  persons  who  requre  such  help.  At  the  same  time,  we  recognize 
the  fiscal  responsibility  of  this  Committee  and  the  Congress  with  respect  to  the 
judicious  use  of  federal  funds. 

The  AMA  supports  the  concept  of  limiting  eligibility  for  Title  19  benefits  to 
persons  who  require  financial  assistance  in  meeting  their  health  care  needs. 
We  have  no  recommendation  as  to  methodology,  but  commend  the  Committee's 
efforts  to  develop  a  meaningful  and  practical  mechanism  to  accomplish  the  goal. 

Sections  222  and  223,  coordination  of  title  19  and  part  B,  and  modifying  com- 
parability provisions 
Under  Section  222,  the  state  is  permitted  to  "buy  in"  for  individuals  eligible 
for  Part  B  benefits  at  any  time  before  January  1,  1970.  Medically  indigent 
persons  would  be  included.  Amounts  paid  under  the  program  for  such  enrolled 
persons  would  not  be  subject  to  federal  matching  (according  to  the  HEW 
analysis). 

If,  however,  the  state  did  not  "buy  in"  for  a  person  eligible  for  medical  as- 
sistance, there  would  be  no  federal  matching  of  expenditures  for  services  that 
would  have  been  covered  under  Part  B  if  the  person  had  been  enrolled  in  that 
program. 

As  we  see  these  provisions,  the  state  will  have  no  real  alternative  but  to  place 
its  over-65  Title  19  recipients  in  the  Part  B  program. 

We  believe  the  opportunity  of  "buying  in"  should  be  given  the  states,  but  that 
the  withholding  of  matching  federal  funds  should  not  be  the  penalty  if  the  state 
wants  to  provide  Title  19  benefits  other  than  through  Part  B. 

Section  223  relieves  the  states  of  the  requirement  in  Title  19  of  providing  com- 
parable services  where  a  state  does  "buy  in"  for  Part  B  benefits  for  its  over-65 
recipients. 

We  believe  this  provision  generally  is  good,  provided  there  is  comparability 
as  to  the  basic  five  services  in  Title  19  and  their  counterparts  in  Part  B.  The 
state  could  then  enroll  its  elderly  in  Part  B,  if  it  wants  to,  free  of  additional 
financial  burdens  which  otherwise  limited  this  opportunity. 

Section  224,  Federal  participation  in  certain  administrative  expenses 

Title  19  now  permits  payment  to  a  state  of  an  amount  equal  to  75  percent  of 
sums  expended  for  compensation  or  training  of  skilled  professional  medical 
personnel  "of  the  state  agency;"  but  only  50  percent  with  respect  to  other  ad- 
ministrative expenditures. 

Where  the  administering  agency  of  the  state  has  been  the  Welfare  Depart- 
ment, the  present  provision  of  Title  19  discourages  the  use  of  the  State  Health 
Department  to  administer  health  aspects  of  the  program  since  only  50  per  cent 
of  the  expenditures  could  be  reimbursed. 

The  proposed  amendment  would  remove  this  inequity. 

'We  believe  that  states  should  not  be  discouraged  from  using  the  services  in 
the  health  department  in  administering  medical  aspects  of  their  program.  The 
House  of  Delegates  of  the  AMA  in  1966  adopted  the  position  that  this  change 
should  be  made  in  the  law. 

Accordingly,  we  support  the  adoption  of  this  amendment. 

Section  225,  advisory  council  for  title  19 

For  some  time,  the  medical  professional  has  seen  the  need  for  a  medical  ad- 
visory council  to  make  readily  available  to  the  Secretary  of  HEW  and  to  the 
Commissioner  of  Welfare  a  source  of  advice  and  counsel  concerning  the  admin- 
istration and  operation  of  federal-state  medical  assistance  programs. 

We  are  encouraged  to  see  that  our  recommendation  for  such  a  council  has  re- 
ceived the  support  of  the  Department  of  HEW  and  is  included  as  Section  225. 

However,  we  note  that  line  5,  page  133,  requires  that  a  majority  of  the  council 
membership  be  representatives  of  consumers  of  health  services.    Since  Title  19 
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is  a  medical  assistance  program,  we  firmly  believe  the  majority  of  council  mem- 
bers should  represent  fields  of  health  care. 

Our  support  for  Section  225  is  conditioned  upon  such  a  change  being  made. 
Specifically,  we  suggest  that  the  third  sentence  of  the  proposed  section  1906  be 
deleted  and  the  following  inserted  to  bring  this  section  into  conformity  with  a 
similar  provision  under  Title  18 : 

"The  members  shall  be  selected  from  among  individuals  who  are  rep- 
resentatives of  organizations  and  associations  of  professional  personnel  in 
the  field  of  medicine  and  other  individuals  who  are  outstanding  in  the  field 
of  medicine  or  in  related  fields;  except  that  at  least  one  member  shall  be 
representative  of  the  general  public  and  at  least  a  majority  of  the  members 
shall  be  physicians."   ( Section  1868,  P.L.  89-97. ) 
Because  this  is  clearly  intended  to  be  a  committee  to  advise  on  medical  mat- 
ters, it  would  certainly  be  appropriate  to  have  physicians  as  a  majority  of  the 
council. 

Sections  226,  free  choice  under  title  19 

At  this  Committee  knows,  American  medicine  has  long  maintained  that  the 
highest  level  of  medical  care  is  rendered  when  the  patient  has  a  free  choice  of 
both  physician  and  facility. 

Although  free  choice  is  guaranteed  by  Section  1802  of  the  Social  Security  Act 
for  Title  18  recipients,  a  similar  privilege  was  not  extended  to  Title  19  bene- 
ficiaries. 

In  effect,  the  absence  of  the  guarantee  in  Title  19  made  "second  class"  pa- 
tients of  public  assistance  recipients.  We  believe  this  was  an  oversight,  and  not 
the  intention  of  this  Committee  nor  of  the  Congress.  Therefore,  we  heartily 
support  this  perfecting  amendment  to  Title  19. 

Sections  301-308,  title  III,  child  health  programs 

Sections  301  through  308  would  make  changes  to  Title  5  of  the  Social  Security 
Act,  as  amended. 

Section  301,  in  addition  to  increasing  and  extending  appropriation  authoriza- 
tions, provides  for  early  screening  of  crippled  children  and  for  treatment  to 
correct  conditions  discovered.  Also  provided  is  an  amendment  to  Title  19  to 
provide  the  same  early  screening  and  treatment  of  children  under  21  eligible 
for  medical  assistance  under  the  Title  19  program.  Finally,  the  section  pro- 
vides for  use  of  other  public  or  non-profit  agencies  and  institutions  than  local 
health  departments  in  furnishing  such  care  and  services. 

Section  302  would  establish  a  new  program  of  project  grants  for  the  dental 
health  of  children.  The  grant  would  be  available  only  if  the  care  is  to  be  pro- 
vided to  children  who  would  not  otherwise  receive  it  because  they  are  from 
low-income  families  or  for  other  reasons  beyond  their  control. 

Section  303  expands  programs  for  maternity  and  infant  care,  seeking  to  reduce 
the  incidence  of  mental  retardation  and  other  handicapping  conditions  caused 
by  complications  associated  with  childbearing,  and  to  help  reduce  infant  and 
maternal  mortality.  Again,  the  recipient  must  be  one  who  would  not  otherwise 
receive  necessary  health  care. 

Section  304  revises  the  authorization  for  maternal  and  child  health  services, 
and  Section  305  adds  a  new  section  to  Title  5  to  provide  for  training  personnel 
for  health  care  and  related  services  for  mothers  and  children,  particularly  men- 
tally retarded  children  and  children  with  multiple  handicaps.  The  remaining 
sections  pertain  to  research  in  maternal,  child  health  and  crippled  children's 
services  with  special  emphasis  on  studying  the  feasibility  of  making  maximum 
use  of  health  personnel  with  varying  levels  of  training;  and  program  evalua- 
tion. 

We  generally  support  these  provisions. 

Programs  aimed  at  reducing  infant  and  maternal  morbidity,  or  reducing  the 
incidence  of  mental  retardation  and  other  handicapping  conditions  caused  by 
complications  associated  with  childbearing,  are  of  special  significance  to  the 
American  Medical  Association.  Through  its  Committee  on  Maternal  and  Child 
Care,  and  with  knowledge  gained  from  conferences  such  as  the  recent  AMA 
National  Conference  on  Infant  Mortality,  the  AMA  has  joined  with  other  inter- 
ested groups  in  seeking  means  of  ameliorating  adverse  conditions  in  infant,  child 
and  material  health  care. 

We  note  the  provision  in  some  of  the  sections  that  would  limit  the  assistance 
to  persons  who  are  from  low-income  families  or  who  would  not  therwise  receive 
such  assistance. 
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We  believe  this  requirement  is  an  important  safeguard  to  avoid  the  expendi- 
ture of  government  funds  in  areas  or  for  persons  whose  private  financial  re- 
sources are  more  than  adequate.  We  hope  the  program  evaluation  provided  in 
Section  307  will  insure  the  meeting  of  this  requirement,  and  trust  that  agencies 
and  others  implementing  the  programs  will  adhere  to  this  provision  in  spirit 
as  well  as  in  law. 

PROPOSED  AMENDMENTS 

I  should  now  like  to  discuss  briefly  a  few  additional  amendments  we  propose 
to  H.R.  5710. 

We  are  pleased  that  the  Department  of  H.  E.  W.  and  the  Social  Security  Ad- 
ministration have  included  in  their  recommendations  to  the  Committee  support 
for  four  changes  to  the  Title  18  and  Title  19  programs  suggested  by  the  AMA. 

As  indicated  earlier  in  my  statement,  the  American  Medical  Association  pro- 
posed these  changes : 

Deletion  of  the  requirement  for  physician  certification  for  inpatient  hospital 
services  (Section  131). 

Free  choice  of  physician  and  facility  ( Section  226) . 

Provision  for  an  advisory  council  under  Title  19  (Section  225). 

And  provision  for  equal  federal  participation  in  compensation  or  training  of 
professional  medical  personnel  in  the  administration  of  a  state  plan  under  Title 
19  (Section  224). 

We  have  also  suggested  that  the  required  composition  of  the  advisory  council 
be  changed  and  that  the  requirement  for  re-certification  under  Title  18  for  in- 
patient hospital  services  also  be  deleted. 

We  would  now  like  to  propose  additional  amendments. 

Title  81 

First,  the  AMA  recommends  that  Title  18  be  amended  to  permit  payment  of 
charges  for  professional  services  on  the  basis  of  a  physician's  itemized  state- 
ment of  charges  rather  than  a  receipted  bill.  The  requirement  that  a  Medicare 
patient  pay  his  physician's  bill  before  seeking  reimbursement  is  proving  a  hard- 
ship on  certain  patients. 

Second,  we  recommend  that  Title  18  be  amended  to  remove  the  requirement 
for  three  days  of  hospitalization  before  qualifying  for  extended  care  benefits. 
There  are  many  patients  who  need  extended  care,  but  do  not  need  the  more  inten- 
sive care,  and  more  expensive  care,  available  in  a  hospital.  Under  the  current 
law,  these  people  cannot  receive  extended  care  benefits  without  having  first  spent 
three  days  in  the  hospital. 

In  addition,  we  offer  a  recommendation  relating  to  psychiatric  care  under 
Title  18. 

In  Part  A  of  Medicare,  provision  is  made  for  inpatient  treatment  for  the  meD- 
tally  ill.  There  is  no  limit  to  the  number  of  days  for  psychiatric  treatment  in  a 
general  hospital. 

However,  Section  1812(b)  sets  a  lifetime  limit  of  190  days  for  treatment  of  a 
mentally  ill  patient  in  a  psychiatric  hospital,  private  or  public.  The  limitation,  as 
we  understand  it,  stemmed  from  a  reluctance  to  pay  for  custodial  care. 

There  is  evidence,  however,  to  indicate  that  the  great  majority  of  aged  pa- 
tients in  private  psychiatric  hospitals  are  well  enough  to  return  home  within  two 
months.  We  believe  the  concern  about  payment  for  merely  custodial  care  for 
the  majority  of  aged  patients  to  be  exaggerated. 

We  recommend  that  the  190-day  lifetime  limit  for  treatment  of  the  mentally 
ill  in  a  psychiatric  hospital  be  eliminated  and  that  provision  for  treatment  of 
the  psychiatrically  ill  under  Medicare  be  on  a  basis  equal  to  that  provided  for 
other  Medicare  patients. 

Title  19 

Regarding  Title  19,  we  suggest  six  amendments. 

First,  that  the  program  permit  payment  to  the  patient  for  services  rendered 
to  him  by  a  physician  on  the  basis  of  the  physician's  itemized  statement  of 
charges. 

Second,  that  the  program  clearly  provide  for  the  payment  of  physician  fees  on 
the  basis  of  his  usual  and  customary  charges,  using  the  same  approach  as  that 
applied  under  Title  18.  With  the  expansion  of  medical  assistance  programs  to 
include  persons  not  previously  considered  ''medical  indigent,"  it  appears  appro- 
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priate  that  reimbursement  of  Title  19  costs  and  charges  follow  the  pattern  set 
in  Title  18. 

Third,  that  Title  19  encourage  the  use  of  insurance  and  prepayment  plans  in 
the  implementation  of  state  programs. 

Fourth,  that  in  the  implementation  of  Title  19,  there  be  no  requirement  for 
certification  or  re-certification.  Such  a  provision  serves  no  useful  purpose  and 
is  the  source  of  needless  annoyance  to  physicians,  hospitals  and  fiscal  inter- 
mediaries. 

Fifth,  that  Title  19  permit  all  state  plans  to  vary  the  eligibility  standards 
within  a  state  so  as  to  recognize  the  very  real  differences  in  the  cost  of  living 
in  a  rural  area,  a  small  town,  a  city  or  a  metropolitan  area. 

Our  sixth  recommendation  relates  to  the  treatment  of  mentally  ill  patients 
under  Title  19.  At  the  present  time,  provision  is  made  for  care  and  treatment 
of  mentally  ill  patients  who  are  medically  indigent.  However,  the  provisions  for 
those  under  65  and  those  over  65  differ.  If  the  patient  is  over  65,  he  may  receive 
treatment  in  the  psychiatric  unit  of  a  general  hospital  or  in  a  psychiatric 
hospital,  public  or  private.  However,  if  the  medically  indigent  patient  is  under 
65,  he  can  receive  psychiatric  treatment  in  the  psychiatric  unit  of  a  general 
hospital,  but  not  in  a  private  or  public  mental  hospital. 

General  hospital  services,  while  of  great  importance  as  an  essential  part  of 
community  services  for  the  mentally  ill,  are  usually  diagnostic  and  are  limited 
to  relatively  brief  periods  of  hospitalization. 

They  have  a  specialized  function  and  many  lack  the  complete  range  of  pro- 
fessional staff  services  and  facilities  for  treatment  of  psychiatric  patients.  This 
is  particularly  true  in  the  treatment  of  children. 

Further  more,  the  number  of  general  hospitals  with  beds  for  psychiatric  patients 
is  quite  limited. 

We  believe  there  should  be  no  distinction  in  the  services  available  to  mentally 
ill  patients.  Accordingly,  we  recommend  that  this  Committee  modify  Section 
1905(a)  of  Title  19  to  remove  restrictions  which  prevent  the  under-65  medically 
indigent  patient  from  receiving  care  and  treatment  in  a  psychiatric  hospital. 

Physician  coverage  under  Social  Security 

Our  Association  would  like  also  to  make  a  recommendation  regarding  the 
"Social  Security  Amendments  of  1967"  which  does  not  relate  to  the  medical  care 
programs  I  have  discussed  up  to  this  point. 

It  is  in  regard  to  the  Social  Security  coverage  of  physicians. 

Public  Law  89-97  made  Social  Security  coverage  mandatory  for  the  self- 
employed  physician.  Under  that  act,  the  earliest  commencement  of  coverage  was 
January  1,  1965.  In  bringing  the  physician  under  such  coverage,  the  law  required 
him  to  meet  all  requirements  for  benefit  eligibility  which  then  existed  under 
the  law. 

This  it  did,  without  any  special  consideration  for  physicians  who  were  then 
approaching  age  65  or  who  were  at  that  time  65  or  older. 

This  has  proved  a  hardship  on  some  physicians.  To  be  eligible  for  cash 
retirement  benefits  under  existing  requirements,  a  physician  must  have  one 
quarter  of  coverage  for  each  year  since  1950  and  until  reaching  age  65 — for 
men — or  until  his  death.  Thus,  a  physician  who  reached  age  65  in  1965  would 
need  14  quarters  of  coverage,  which  he  could  not  acquire  until  1968. 

When  the  Social  Security  Act  underwent  major  amendment  in  1950,  the 
computation  date  was  advanced  from  1936  to  1950,  thus,  in  effect,  granting  a 
"new  start"  whereby  newly  covered  persons  who  came  into  the  program  did  so 
on  a  basis  which  was  not  disadvantageous. 

Further,  the  amendments  of  1954  and  1956  brought  to  many  new  groups  of  per- 
sons and  professional  self-employed  persons,  including  lawyers,  who  came  in,  in 
1956.  Under  each  of  the  1954  and  1956  amendments,  those  newly  covered  were 
brought  under  coverage  without  having  to  meet  the  general  benefit  eligibility  re- 
quirements then  existing.  They  could  obtain  a  fully  insured  status  if  they  were 
continuously  covered  from  the  date  of  inclusion  in  the  program  until  their  death 
or  until  they  reached  age  65,  if  they  had  at  least  six  quarters  of  coverage.  Thus, 
they  could  qualify  for  benefits  with  as  few  as  six  quarters.  This  latter  optional 
status  was  known  under  the  1954  and  1956  amendments  as  the  "alternative 
insured  status." 

We  believe  that  physicians,  having  now  been  brought  under  Social  Security 
coverage,  should  be  accorded  the  same  privilege  and  opportunity  for  reaching  a 
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fully  insured  status  as  was  accorded  other  professional  groups  when  they  were 
included  in  the  program. 

Accordingly,  we  urge  this  Committee  to  consider  the  adoption  for  physicians  of 
an  alternative  insured  status  similar  to  the  one  mentioned  a  moment  ago. 

In  addition,  once  a  physician  has  reached  a  status  under  which  he  is  entitled  to 
cash  benefits,  he  is,  again,  at  a  disadvantage.  Because  in  determining  the  amount 
of  his  cash  benefits,  his  accreditable  earnings  under  Social  Security  must  be  con- 
sidered back  to  1950,  only  excluding  the  lowest  five  years  of  such  earnings  as  in 
the  case  of  other  individuals  who  have  been  in  the  program  for  many  years. 

If  a  self-employed  physician  has  not  had  coverage  prior  to  1965,  many  years 
of  "zero"  earnings  are  used  to  determine  his  "average  monthly  wage"  upon  which 
his  benefit  is  based. 

Again,  in  1954  and  1956  when  other  professional  groups  were  brought  under 
coverage,  they  were  permitted  to  "drop  out"  up  to  four  years  and  five  years, 
respectively,  of  lowest  earnings;  thus  eliminating,  in  computing  the  "average 
monthly  wage,"  years  when  they  were  not  in  the  program. 

We  also  urge  this  Committee  to  consider  amendments  which  would  "drop  out" 
a  corresponding  number  of  years  on  behalf  of  physicians  to  make  their  eligibility 
for  cash  benefits  both  equitable  and  realistic. 

In  summary,  then,  we  believe  this  Committee  should  provide  for  physicians  (1) 
an  earlier  eligibility  date  for  acquiring  a  fully  insured  status;  and  (2)  a  more 
equitable  determination  of  the  "average  monthly  wage"  by  increasing  the  "drop 
out"  years  from  5  to  14. 

THOUGHTS  REGARDING  THE  SUPPLEMENTARY  MEDICAL  INSURANCE  PROGRAM 

Earlier,  I  mentioned  that  the  AMA  has  been  giving  some  consideration  to  pos- 
sible ways  to  approach  Part  B  of  the  Medicare  program  other  than  the  way  it  is 
currently  approached.  I  would  like  at  this  time  to  elaborate  somewhat  on  that 
subject. 

Unfortunately,  Part  B  did  not  receive  an  amount  of  public  or  congressional 
debate  warranted  by  the  nature  and  scope  of  the  proposal. 

This  Committee  is  now  confronted  with  many  problems  inherent  in  the  vast 
undertaking  of  the  federal  government  in  becoming  directly  involved  in  the  total 
health  care  of  almost  20  million  persons. 

We  believe  it  is  possible  for  the  Congress,  the  medical  profession  and  others  in- 
terested in  the  subject  to  develop  a  new  mechanism  for  delivering  medical  care  to 
people  over  65  that  would  be  more  consistent  with  existing  private  sector 
mechanisms. 

I  am  sure  the  Committee  is  aware  of  dissatisfaction  that  exists  with  the  present 
operation  of  Part  B.  Carriers  are  dissatisfied  because  of  the  many  administra- 
tive problems.  Physicians  are  dissatisfied  because  the  federal  government  has 
involved  itself  in  the  practice  of  medicine  through  rules  on  reasonable  charges, 
statistical  data  requirements,  definitions  of  physician  services  and  many  more 
regulations  still  to  come. 

The  patient,  who  has  never  really  understood  the  program  is  dissatisfied  be- 
cause he  finds  he  is  getting  less  than  he  expected ;  he  experiences  delays  in  being 
reimbursed ;  discovers  some  services  are  covered  and  others  are  not ;  and  be- 
cause the  complex  "contract"  has  never  adequately  been  explained  to  him,  he 
can't  comprehend  the  unfamiliar,  tripartite  government-physician-carrier  com- 
bination that  is  trying  to  take  care  of  him. 

Finally,  the  government  itself  is  dissatisfied  and  seeks  to  blame  the  carriers 
or  the  physicians,  or  both,  for  the  delays  and  confusion.  The  Congress,  keenly 
aware  of  all  of  the  dissatisfactions  registered  by  all  parties,  is  additionally  con- 
cerned because  it  recognizes  that  it  has  created  an  open-end  program  with  rising 
and  perhaps  uncontrollable  costs. 

We  believe  that  it  is  possible,  and  would  be  eminently  practical,  to  devise 
another  approach  that  would  solve  the  problems  besetting  Part  B,  and  calm  the 
multiple  dissatisfactions  that  now  exist. 

A  possibility,  for  example,  might  be  to  substitute  for  the  Part  B  program  a 
subsidy  to  all  eligible  persons,  to  be  used  for  the  purchase  of  private  health 
insurance.    Such  an  approach  could  have  many  advantages. 

We  would  be  glad  to  sit  down  with  this  Committee,  and  interested  parties 
from  any  source,  to  hammer  out  a  workable  approach  to  solving  the  many  com- 
plex problems  of  the  presently  existing  Part  B  program. 
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CONCLUSION 

I  hope  and  trust  that  this  Committee  fully  understands  that  the  AMA  recog- 
nizes certain  areas  of  health  care  financing  in  which  the  government  has  a 
responsibility.  But  we  also  believe  there  are  other,  wider  areas  in  which  re- 
sponsibility rightfully  belongs  to  others. 

We  seriously  question  whether  government  should  continue  to  provide  health 
care  benefits,  or  benefits  of  any  kind,  to  citizens  who  are  capable  of  taking  care 
of  themselves. 

From  earliest  days  of  this  nation's  history,  there  has  been  effective  and  fruit- 
ful interaction  between  the  government  and  the  medical  profession  and  all  other 
facets  of  the  health  services  industry.  That  interaction  has  been  one  of  the 
major  factors  in  developing  this  nation's  high  standards  of  health  Care. 

Through  all  of  those  years,  however,  the  public  sector  and  the  private  sector 
each  has  fulfilled  its  own  responsibilities.  Only  with  the  passage  of  Medicare 
has  that  tradition  been  shattered  by  the  introduction  of  the  concept  of  federal 
aid  without  any  standards  of  eligibility  other  than  the  attainment  of  a  certain 
age. 

I  is  that  concept  we  have  questioned  since  the  inception  of  debate  on  Medi- 
care ;  it  is  that  concept  we  continue  to  question  and  to  oppose.  We  oppose  it 
because  we  do  not  believe  it  is  fair  to  the  people  of  this  nation  and  we  know 
that  it  exposes  the  medical  profession  to  onerous  government  controls. 

That,  Mr.  Chairman  and  distinguished  members  of  the  Committee,  is  what 
the  American  Medical  Association  believes. 

Thank  you  very  much  for  your  courtesy  in  giving  us  the  opportunity  of  ap- 
pearing before  you  today. 

*         %  sH 

Recommended  Amendments 

The  attached  statement  of  Charles  L.  Hudson,  M.D.,  President  of  the  American 
Medical  Association,  recommends  the  adoption  of  certain  amendments  to  the 
Social  Security  Act  not  proposed  in  H.R.  5710.  The  following  material  contains 
suggested  language  which  may  be  the  basis  for  effecting  these  changes.1  The 
amendments,  affecting  Titles  II,  XVIII  and  XIX,  are  as  follows  : 

ITEM  NO.  1 — ELIMINATION  OF  CERTIFICATION  AND  RE  CERTIFICATION  REQUIREMENTS  FOR 
INPATIENT  HOSPITAL  SERVICES  (AND  OUTPATIENT  SERVICES*)  UNDER  PART  A 

Section  1814  of  the  Social  Security  Act  is  amended  as  follows : 

(a)  In  subsection  (a)  (2)  insert  after  "(2)"  the  words  "except  as  to  in- 
patient hospital  services,  (for  which  certification  and  recertification  are  un- 
necessary)," and  delete  in  said  subsection  the  words  "except  that  the  first 
of  such  recertification  shall  be  required  in  each  case  of  inpatient  hospital 
services  not  later  than  the  20th  day  of  such  period". 

(b)  Delete  subparagraph  (A)  of  paragraph  (2),  and  redesignate  sub- 
paragraphs (B),  (C),  (D),and  (E)  of  such  paragraph  (2)  as  subparagraphs 
(A),  (B),  (C),and  ( D ),  respectively. 

(c)  In  subsection  (a),  strike  out  "(E),  or  (F)"  and  insert  in  lieu  thereof 
"or  (D)". 

( *There  above  amendments  presuppose  the  removal  of  provisions  relating  to  out- 
patient hospital  diagnostic  services  pursuant  to  H.R.  5710 ;  otherwise  the  above 
amendments  should  also  include  the  insertion  of  the  words  "and  outpatient 
hospital  diagnostic  services"  after  the  words  "except  as  to  inpatient  hospital 
services"  added  under  (a)  above,  and  also  include  the  deletion  of  subsection 
(a)  (2)  (F)  and  the  deletion  of  "or  (F)"  in  the  last  sentence  of  subsection  (a).) 

ITEM  NO.  2 — ELIMINATION  OF  3-DAY  HOSPITALIZATION  REQUIREMENT  AS  ELIGIBILITY 
FOR  EXTENDED  CARE  SERVICES 

The  Social  Security  Act  is  hereby  amended  as  follows  : 

(a)  Section  226(b)  (1)  is  amended  by  deleting  the  word  "post-hospital" 
wherever  it  precedes  the  phrase  "extended  care  services"  and  by  deleting 


xThe  AMA  supports  many  provisions  of  H.R.  5710.  The  amendments  suggested  herein 
do  not  restate  such  provisions,  except  as  is  provided  in  Item  1. 
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the  words  "post-hospital  extended  care  services  or"  after  the  words  "and 
(B)  no  such  payment  may  be  made  for". 

(b)  Delete  the  word  "post-hospital"  preceding  the  words  "extended  care 
services"  wherever  it  appears  in  the  following  : 

Section  1812  (a)  (2) 
Section  1812  (b)  (2) 
Section  1812  (e) 
Section  1813  (a)  (4) 
Section  1814  (a)  (2)  (E) 
Section  1814  (a)  (5) 
Section  1814  (a)  (6) 
Section  1861  (v)  (2)  (A) 
Section  1861  (v)  (3) 
Section  1861  (y) 

(c)  Section  1814  (a)  (2)  (D)  is  amended  to  read  as  follows:  "(D)  in  the 
case  of  extended  care  services,  such  services  are  or  were  required  to  be  given 
on  an  inpatient  basis  because  the  individual  needs  or  needed  skilled  nursing 
care  on  a  continuing  basis ;" 

(d)  Section  1861  is  amended  by  deleting  subsection  (i)  and  changing  the 
next  subsection,-  (j),  to  subsection  (i)  and  re-lettering  the  remaining  sub- 
sections to  (j),  (k),  (1),  (m),  (n),  (o),  (p),  (q),  (r),  (s),  (t),  (u),  (v), 
( w ) ,  and  ( x ) ,  accordingly. 

ITEM  NO.  3  PAYMENT  OF  REASONABLE  CHARGE  TO  BE  MADE  ON  PHYSICIAN'S  ITEMIZED 

STATEMENT  OF  CHARGES 

The  Social  Security  Act  is  hereby  amended  as  follows  : 

(a)  In  section  1842(b)  (3)  (B)  delete  the  words  "a  receipted  bill"  and 
insert  the  words  "a  physician's  itemized  statement  of  charges"  in  lieu  thereof. 

ITEM  NO.  4 — DELETION  OF  190-DAY  LIFETIME  LIMITATION  ON  INPATIENT  PSYCHIATRIC 
HOSPITAL  SERVICES  AND  DELETION  OF  THE  PROVISION  FOR  REDUCTION  OF  90  DAYS 
INPATIENT  HOSPITAL  SERVICES 

The  Social  Security  Act  is  hereby  amended  as  follows : 

( a )  Delete  section  1812  (b)(3). 

( b )  Delete  section  1812  ( c ) . 

ITEM  NO.  5  PAYMENT  OF  USUAL  AND  CUSTOMARY  FEES  UNDER  TITLE  XIX 

The  Social  Security  Act  is  hereby  amended  as  follows : 

(a)  In  section  1902(a)  (13),  delete  the  word  "and"  before  "(B)",  change 
the  comma  before  "(B)"  to  a  semicolon,  and  add  the  following  at  the  end 
of  the  said  section:  "and  (C)  for  the  payment  of  a  reasonable  charge  for 
a  physician's  services  under  the  plan,  and  in  determining  such  charge  there 
shall  be  taken  into  consideration  the  customary  charges  for  similar  services 
generally  made  by  the  physician  furnishing  such  services ;" 

ITEM  NO.  6  PAYMENT  UNDER  TITLE  XIX  TO  THE  RECIPIENT  OF  MEDICAL  ASSISTANCE  OR 

TO  THE  PHYSICIAN 

The  Social  Security  Act  is  hereby  amended  as  follows : 

(a)  In  section  1902(a)  (22),  change  the  period  after  the  word  "quality" 
to  a  semicolon  and  add  the  following  paragraph  :  "  (23)  Provide  that  payment 
for  the  services  of  a  physician  shall  be  made  ( i )  to  the  recipient  of  the  medi- 
cal assistance  on  the  basis  of  the  physician's  itemized  statement  of  charges 
for  such  services  or  (ii)  on  behalf  of  the  recipient  upon  submission  by  the 
physician  of  his  itemized  statement  of  charges." 

ITEM  NO.  7  UTILIZATION  OF  INSURANCE  ENCOURAGED  UNDER  TITLE  XTX 

The  Social  Security  Act  is  hereby  amended  as  follows  : 

(a)  In  section  1901  after  the  words  "necessary  medical  services"  strike 
the  comma  and  insert  the  following:  "(each  state  being  encouraged  here- 
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under  to  provide  this  medical  assistance  through  utilization  of  insurance 
provided  by  private  insurance  carriers) ,". 

ITEM  NO.  8 — VARYING  TITLE  XIX  ELIGIBILITY  STANDARDS  WITHIN  A  STATE 

The  Social  Security  Act  is  hereby  amended  as  follows : 

(a)  In  section  1902(a)  (17)  delete  the  semicolon  at  the  end  thereof  and 
add  the  following :  ",  and  provide  further,  that,  if  the  State  so  elects,  it  may 
establish  different  standards,  for  determining  eligibility  under  the  plan,  for 
different  areas  within  the  State,  if  the  standards  so  established  for  any 
area  are  uniformly  applicable  to  all  individuals  residing  within  such  area, 
and  if  the  standards  established  for  the  different  areas  within  the  State  are 
reasonably  related  to  differences  in  living  costs  in  the  various  areas  through- 
out the  State ;" 

ITEM  NO.   9 — SIMILAR  TREATMENT  UNDER  TITLE  XIX  FOR  MENTALLY  ILL  PATIENTS 

REGARDLESS  OF  AGE 

Section  1905(a)  of  the  Social  Security  Act  is  hereby  amended  as  follows : 

(a)  In  paragraph  (14),  before  the  semicolon,  add  the  following:  ",  and 
for  individuals  under  65  years  of  age  in  an  institution  for  mental  diseases". 

(b)  In  subparagraph  (B)  of  paragraph  (15),  delete  the  words  "or  mental 
diseases". 

ITEM  NO.  10 — PROVIDE  AN  ALTERNATIVE  INSURED  STATUS  FOR  SELF-EMPLOYED  PHY- 
SICIANS COVERED  UNDER  SOCIAL  SECURITY  BY  PUBLIC  LAW  89-97 

The  Social  Security  Act  is  hereby  amended  as  follows : 

(a)  In  section  214(a)  after  paragraph  (3)  add  the  following:  "or  (4) 
in  the  case  of  individuals  brought  under  Social  Security  coverage  by  virtue 
of  Public  Law  89-97,  one  quarter  of  coverage  for  each  calendar  quarter 
elapsing  after  1964  and  prior  to  (i)  July  1,  1966,  or  (ii)  if  later,  the  quarter 
in  which  he  attained  retirement  age  or  died,  whichever  occurred  first;". 

ITEM  NO.   11  "DROP  OUT"  OF  FOURTEEN  YEARS  IN  DETERMINING  TUE  PHYSICIAN'S 

AVERAGE  MONTHLY  WAGE  UNDER  SOCIAL  SECURITY 

The  Social  Security  Act  is  hereby  amended  as  follows : 

(a)  Section  215(b)  (3)  is  amended  by  deleting  the  words  "after  1950  (or, 
if  later,  the  year  in  which  he  attained  age  21)"  and  inserting  in  lieu  thereof 
the  following:  "from  the  latest  of  the  following:  (i)  1950;  (ii)  the  year  in 
which  he  attained  age  21;  or  (iii)  for  individuals  brought  under  Social 
Security  coverage  by  virtue  of  Public  Law  89-97, 1959". 

Dr.  Hudson.  We  recognize  clearly  that  there  are  areas  of  health 
care  in  which  the  Federal  Government  has  a  responsibility.  One  of 
those  areas  is  helping  to  finance  care  for  citizens  of  law  economic 
resources  who  need  help. 

We  also  believe  there  are  programs  involving  governmental  par- 
ticipation that  can  be  administered  more  economically,  more  equit- 
ably and  more  efficiently  by  State  governments  than  by  the  Federal 
Government. 

In  addition,  we  believe  there  are  areas  in  which  responsibility  prop- 
erly belongs  to  the  private  sector,  and  not  to  government. 

As  we  have  stated  in  eariler  appearances  before  this  committee,  we 
still  believe  medicare  is  unwise  legislation  and  is  not  in  the  public 
interest.    Specifically,  we  believe  it  has  two  major  defects : 

First,  it  covers  millions  of  people  who  are  self-supporting. 

Second,  it  centralizes  the  direction  of  the  program  in  Washington 
rather  than  permitting  the  flexibility  and  trial  and  error  of  health 
care  programs  administered  by  the  States. 
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It  seems  to  us  the  wisest  move  is  to  make  use  of  available  funds  to 
give  maximum  care  to  those  who  need  help.  The  use  of  tax  funds 
for  services  to  the  wealthy  and  well  to  do,  along  with  the  genuinely 
needy,  cannot  be  justified  either  economically  or  morally. 

Moreover,  it  must  follow  that  expenditure  of  public  funds  for  those 
who  do  not  need  help  limits  the  amount  of  resources  available  to  help 
those  who  do  need  it. 

In  view  of  those  considerations,  we  urge  you  not  to  expand  this  pro- 
gram. Any  expansion  of  the  present  plan,  or  addition  of  new  medi- 
cal care  programs,  will  place  added  pressure  on  the  costs  of  health 
care,  already  the  concern  of  all  of  us.  As  costs  increase,  it  means  that 
all  citizens  under  age  65  will  not  only  pay  more  for  their  own  health 
care,  but  in  addition,  will  pay  more  in  taxes  to  support  Government 
programs. 

In  our  written  statement,  you  will  find  information  relating  to 
the  rising  costs  of  health  care,  and  the  reasons  for  the  increases.  Our 
material  corroborates  testimony  given  in  these  hearings  by  other  or- 
ganizations. 

As  demands  for  health  care  continue  to  mount,  straining  medical 
facilities  and  personnel,  the  end  result  can  only  be  lower  quality  health 
care  at  higher  prices. 

We  believe  that  unless  some  changes  are  made,  not  only  in  the  pro- 
visions of  the  law  and  its  regulatiosn,  including  the  new  proposals, 
but  also  in  the  premise  on  which  the  approach  to  medicare  is  based, 
this  program  will  continue  down  a  road  that  has  proved  to  be  not  in 
the  public  interest  in  other  countries  of  the  free  world  which  have 
gone  further  in  establishing  government  health  programs. 

As  one  additional  consideration,  extension  of  government  care  will 
further  discourage  private,  voluntary  enterprise  programs  and 
diminish  the  motivation  for  charitable  contributions  by  causing  many 
Americans  to  feel  there  is  less  need  for  them  to  give  of  their  talent 
and  time  to  help  those  in  need.  As  more  and  more  tax  dollars  are 
taken  from  the  people  for  governmental  programs,  less  and  less  will 
be  given  through  personal  generosity  to  voluntary  programs  now 
serving  such  useful  functions. 

Title  XIX,  which  was,  in  effect,  an  elaboration  of  the  Kerr-Mills 
law,  is  the  expression  of  a  philosophy  the  AMA  has  expounded  since 
1960.  It  has  the  two  principal  features  organized  medicine  believes 
are  essential  to  sound  government  health  care  programs : 

First,  it  helps  those  who  need  help. 

Second,  it  is  administered  at  the  State  level. 

We  believe  that  a  properly  administered  title  XIX  program,  with 
realistic  and  reasonably  determined  criteria  of  eligibility  designed 
for  economically  disadvantaged  persons,  plus  the  encouragement  and 
improvement  of  voluntary  health  insurance  and  prepayment  plans 
for  the  solvent,  provide  the  best  approach  to  health  care  financing. 

It  is  time  now  to  turn  specifically  to  the  proposed  provisions  of  H.R. 
5710,  the  Social  Security  Amendments  of  1967. 

I  shall  offer  the  association's  comments  only  on  those  sections  which 
seem  to  us  to  be  of  most  significance  with  respect  to  the  AMA's  posi- 
tion. 
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Section  125,  to  include  the  disabled 

Title  XVIII  was  enacted  to  provide  assistance  to  a  select  group 
of  persons  in  the  financing  of  their  health  care.  Benefits  were  made 
available  only  to  those  who  had  reached  the  age  of  65.  Other  select 
groups — children,  the  disabled,  the  blind  and  persons  of  other  ages — 
were  not  included.    For  them,  title  XIX  was  provided. 

The  adoption  of  section  125,  however,  could  change  the  direction 
of  medicare  from  a  program  for  older  persons  to  one  aimed  at  various 
select  categories. 

We  would  hope  the  committee  would  consider  the  matter  carefully 
before  extending  medicare  benefits  to  those  below  the  age  of  65 — par- 
ticularly since,  under  the  definition  of  the  Social  Security  Act,  per- 
sons qualify  as  "disabled"  whose  physical  or  mental  impairment  need 
only  be  expected  to  last  1  year. 

We  do  not  question  the  need  of  many  currently  disabled  persons 
for  financial  assistance  to  meet  health  care  costs.  But  we  believe  title 
XIX  should  be  utilized  for  that  purpose. 

We  urge  the  committee  to  reject  this  provision. 

Section  126,  payments  to  Federal  facilities 

Section  126  would  repeal  that  portion  of  the  Social  Security  Act 
that  prohibits  payments  to  Federal  facilities  for  care  rendered  to  in- 
patient medicare  beneficiaries.  We  recommend  to  the  committee 
that  this  section  not  be  favorably  considered. 

We  would  like  to  point  out  that  many  facilities  that  would  be  af- 
fected are  special-purpose  installations  whose  primary  function  would 
be  altered  by  virtue  of  their  providing  inpatient  benefits  to  medicare 
beneficiaries  whose  care  would  not  otherwise  be  their  prime  respon- 
sibility. 

In  addition,  such  a  change  in  the  law  would  increase  costs  attribu- 
table to  medicare  and  generate  still  greater  pressure  for  increases  in 
the  social  security  tax. 

Section  127,  including  podiatry 

Podiatry  has  long  been  recognized  as  a  respected  allied  health  serv- 
ice. In  many  medical  centers  and  clinics,  podiatrists  render  routine 
foot  care  under  the  supervision  of  doctors  of  medicine. 

While  recognizing  the  usefulness  of  podiatry  services,  we  are  im- 
pelled to  note  that  if  this  amendment  is  adopted,  the  podiatrist  could 
assume  responsibility  for  the  care  of  some  of  the  more  difficult  prob- 
lems in  medicine.    We  believe  this  to  be  unsound. 

The^  needs  of  the  aged  person  might  be  for  routine  foot  care  on  the 
prescription  of  the  physician.  But  that  kind  of  service  is  excluded 
by  section  127,  while  the  kind  of  care  ordinarily  provided  by  a  phy- 
sician would  be  included. 

Having  podiatrists  do  what  physicians  normally  do  would  not  be 
in  the  best  interests  of  the  patient  and  we  urge  that  section  127  not  be 
adopted. 

Section  128,  the  National  Medical  Review  Committee 

The  AMA  supports  increasing  the  membership  of  the  National 
Medical  Keview  Committee  from  nine  to  16  members  since  the  change 
would  seem  to  broaden  the  base  of  experience  on  which  the  committee 
may  draw  in  compiling  its  reports  and  recommendations. 
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Section  129,  depreciation  allowance 

The  American  Medical  Association  has,  for  years,  encouraged 
voluntary  planning  on  a  community  wide  basis.  Although  we  are 
concerned  with  the  needf  or  adequate  planning,  we  oppose  this  section 
of  H.R.  5710  and  urge  its  deletion. 

This  section  would  make  planning  compulsory.  It  would  deprive 
providers  of  services  of  necessary  funds  for  replacement  or  addition 
of  equipment  or  facilities  unless  they  agreed  to  planning  decisions 
imposed  upon  them.  And  equally  objectionable  is  the  concept  of 
deciding  for  the  provider  how  he  shall  use  some  of  the  funds  he 
receives. 

We  consider  the  provision  to  be  a  dangerous  precedent  and  urge  that 
it  not  be  adopted  by  the  committee. 

Section  ISO,  creation  of  part  C  of  title  XVIII 

This  section  would  provide  a  new  part  C  to  cover  payment  for  serv- 
ices rendered  to  hospital  out-patients;  and  for  diagnostic  specialty 
services  to  both  out-patients  and  in-patients  of  hospitals. 

The  AMA  opposes  part  C  in  toto. 

The  association  is  aware  of  difficulties  encountered  in  administering 
the  outpatient  diagnostic  benefits  of  the  part  A  program,  and  under- 
stands the  need  for  simplification.  We  feel  also  there  are  aspects  of 
the  part  B  program  which  need  substantial  simplification  and 
improvement. 

We  suggest  that  the  answer,  rather  than  concentrating  on  a  solu- 
tion to  one  problem,  might  well  be  a  complete  restructuring  of  the 
provision  of  professional  medical  services  by  converting  part  B  into 
a  voluntary  insurance  program.  Later  in  this  statement,  there  is  fur- 
ther amplification  of  our  thinking  along  the  lines  of  a  complete  new 
approach  to  part  B  benefits. 

However,  if  the  committee  sees  a  genuine  need  for  an  immediate 
change  before  it  is  possible  to  develop  a  new  structure,  the  AMA 
suggests  that  all  outpatient  hospital  services  be  combined  into  a  single 
benefit  under  part  B  of  the  program. 

In  that  way,  there  would  be  no  need  to  distinguish  between  thera- 
peutic and  diagnostic  services. 

Regarding  the  diagnostic  sepecialty  services  to  in-patients,  it  is  our 
belief  that  the  attempt  to  distinguish  between  the  so-called  profes- 
sional and  nonprofessional  or  technical  services  provided  in  the  hos- 
pital by  the  radiologist  and  the  pathologist  has  led  to  much  of  the  prob- 
lem that  exists  today. 

We  believe  that  all  physicians  should  be  treated  alike.  This  com- 
mittee supported  that  view  when  it  voted  to  place  all  physicians  under 
the  supplementary  insurance  program  except  for  interns  and  residents 
in  approved  teaching  programs.  We  urge  that  this  treatment  be  con- 
tinued. 

We  further  urge  the  committee  to  reject  any  expansion  of  part  A, 
firmly  believeing  that  hospitals  and  physicians  under  contracts  with 
them  can  contiue  to  work  together  toward  solving  the  problems  to  the 
satisfaction  of  the  parties  involved,  the  Social  Security  Administra- 
tion and  the  patient. 
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Section  131,  physician  certification 

The  AM  A  endorses  section  131  which  would  remove  the  requirement 
of  a  physician's  certification  for  in-patient  hospital  care  for  each  medi- 
care patient  admitted  to  a  general  hospital.  We  urge  the  committee 
to  consider  this  amendment  favorably  and  remove  an  unnecessary  im- 
pediment to  the  operation  of  part  A. 

We  further  urge  that  the  requirement  for  recertification  be  similarly 
deleted,  since  this  need  should  be  satisfied  as  a  result  of  the  work  of 
utilization  review  committees. 

Until  recertification  is  deleted,  we  suggest  that  the  first  certification 
date  be  the  20th  day  of  hospitalization,  as  permitted  in  the  exising  law. 

Secion  161,  limited  license  physicians 

We  believe  it  was  the  intent  of  this  committee  and  the  Congress,  in 
its  original  enactment  of  the  law,  to  include  under  part  A  only  the 
services  of  interns  and  residents  in  approved  training  programs. 

Physicians  described  in  section  161  are  not  interns  or  residents  and 
are  not  in  a  formal  training  program.  They  are  physicians  authorized 
by  the  State  to  perform  medical  services  in  a  hospital  and  are  often 
designated  as  "house  physicians." 

The  separation  of  part  A  for  hospital  benefits  and  part  B  for 
physicians'  services  should  be  maintained.  Accordingly,  we  urge  re- 
jection of  section  161. 

Section  162,  purchase  of  durable  medical  equipment 

We  support  this  provision,  recognizing  that  in  some  cases  rental  may 
well  exceed  purchase  cost.  We  believe  the  amendment  can  provide 
more  economy  in  the  administration  of  the  program  and  suggest  that 
the  regulations  permit  the  part  B  carrier  to  exercise  its  prudent 
judgment. 

Section  163,  consultative  services  to  laboratories 

We  believe  the  State  agency  should  be  reimbursed  when  it  provides 
consultative  services  to  laboratories  just  as  it  is  for  services  to  hos- 
pitals, extended  care  facilities  and  home  health  agencies.  In  this  re- 
spect, we  support  the  amendment.  In  our  written  statement,  however, 
you  will  find  a  question  regarding  the  wording  of  the  amendment. 

Section  164,  limitation  on  reduction  of  90  days 

We  favor  this  partial  removal  of  restrictions,  and  recommend  a 
greater  and  more  equitable  liberalization  by  the  complete  deletion  of 
section  1812  (c) ,  thereby  making  equal  benefits  available  to  all  eligible 
elderly  persons,  without  regard  to  the  physical  or  mental  condition  for 
which  they  are  receiving  treatment. 

Section  205,  Federal  share  of  public  assistance  expenditures 

We  support  this  measure,  which  could  help  to  relieve  demands  for 
skilled  nursing  home  care  where  other  services  are  available  and  would 
suffice  for  the  needs  of  the  patient. 

Section  220,  income  maximum  under  title  XIX 

The  AMA  supports  the  concept  of  limiting  eligibility  for  title  XIX 
benefits  to  persons  who  genuinely  need  financial  asistance  in  meeting 
their  health  care  needs.    We  have  no  recommendation  as  to  meth- 
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odology,  but  commend  the  committee's  efforts  to  develop  a  meaning- 
ful and  practical  mechanism  to  accomplish  this  goal. 

Section  222  and  223,  coordination  of  title  XIX  and  part  B  and  modify- 
ing comparability  provisions 

As  we  see  the  provisions  of  section  222,  because  of  the  penalty  ele- 
ments, the  State  will  have  no  real  alternative  but  to  place  its  over-65 
title  XIX  recipients  in  the  part  B  program. 

We  believe  the  opportunity  of  "buying  in"  should  be  given  the 
States,  but  that  the  withholding  of  matching  Federal  funds  should  not 
be  the  penalty  if  the  State  wants  to  provide  title  XIX  benefits  other 
than  through  part  B. 

We  believe  section  223  generally  is  good,  provided  there  is  com- 
parability between  the  basic  five  services  in  title  XIX  and  their  coun- 
terparts in  part  B. 

Section  224,  Federal  participation  in  certain  administrative  expenses 
The  House  of  Delegates  of  the  AMA  in  1966  adopted  the  position 
that  this  change  should  be  made  in  the  law  to  remove  the  present  in- 
equity. Accordingly,  we  support  the  adoption  of  this  amendment. 

Section  225,  advisory  council  for  title  XIX 

We  are  encouraged  to  see  that  our  long-standing  recommendation 
for  such  a  council  has  received  the  support  of  the  Department  of 
Health,  Education  and  Welfare  and  is  included  as  section  225.  Our 
support  is  conditioned  only  upon  the  consideration  that  since  title  XIX 
is  a  medical  asistance  program,  we  firmly  believe  the  majority  of  coun- 
cil members  should  represent  fields  of  health  care. 

We  have  taken  the  liberty  of  offering  suggested  wording  for  the 
amendment  in  our  written  statement. 

Section  226,  free  choice  under  title  XIX 

Although  free  choice  is  guaranteed  for  title  XVIII  recipients,  a 
similiar  privilege  was  not  extended  to  title  XIX  beneficiaries.  We 
believe  this  was  an  oversight,  and  we  heartily  support  this  perfecting 
amendment  to  title  XIX. 

Sections  301  through  308,  child  health  programs 

We  generally  support  all  of  these  provisions  relating  to  maternal, 
infant  and  child  health  programs.  We  would  add  that  we  believe  the 
provision  in  some  of  the  sections  limiting  assistance  to  persons  who  are 
from  low-income  families  or  who  would  not  otherwise  receive  such 
assistance  is  an  important  safeguard  to  avoid  the  expenditure  of  Gov- 
ernment funds  in  areas  or  for  persons  whose  private  financial  resources 
are  more  than  adequate. 

I  should  now  like  to  dicuss  briefly  a  few  additional  amendments  we 
propose  to  the  bill  under  consideration. 

Let  me  say,  first,  we  are  pleased  that  the  Department  of  Health, 
Education  and  Welfare  and  the  Social  Security  Administration  have 
included  in  their  recommendations  to  the  committee  support  for  four 
changes  to  the  title  XVIII  and  title  XIX  programs  suggested  by  the 
AMA.    They  are: 

Deletion  of  the  requirement  for  physician  certification  for  inpatient 
hospital  services ; 
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Free  choice  of  physician  and  facility ; 

Provision  for  a  title  XIX  advisory  council ;  and 

Provision  for  equal  Federal  participation  in  compensation  or  train- 
ing of  professional  medical  personnel  in  the  administration  of  a  State 
plan  under  title  XIX. 

We  have  suggested  that  the  composition  of  the  advisory  council 
be  changed  and  that  also  the  recertification  requirement  under  title 
XVIII  also  be  deleted.  We  would  now  like  to  propose  additional 
amendments. 

First,  the  AMA  recommends  that  title  XVIII  be  amended  to  permit 
payment  of  charges  for  professional  services  on  the  basis  of  a  physi- 
cian's itemized  statement  of  charges  rather  than  a  receipted  bill. 
The  requirement  that  a  medicare  patient  pay  his  physician's  bill 
before  seeking  reimbursement  is  proving  a  hardship  on  certain 
patients. 

Second,  we  recommend  that  title  XVIII  be  amended  to  remove  the 
requirement  for  three  days  of  hospitalization  before  qualifying  for 
extended  care  benefits. 

In  addition,  we  offer  a  recommendation  relating  to  psychiatric  care 
under  title  XVIII,  namely,  that  the  190-day  lifetime  limit  for  treat- 
ment of  the  mentally  ill  in  a  psychiatric  hospital  be  eliminated  and 
that  provision  for  treatment  of  the  psychiatrically  ill  under  medicare 
be  on  a  basis  equal  to  that  provided  for  other  medicare  patients. 

Regarding  title  XIX,  we  offer  six  amendments. 

First,  that  the  program  permit  payment  to  the  patient  for  services 
rendered  to  him  by  a  physician  on  the  basis  of  the  physician's  itemized 
statement  of  charges. 

Second,  that  the  program  clearly  provide  for  the  payment  of  physi- 
cian fees  on  the  basis  of  his  usual  and  customary  charges,  using  the 
same  approach  as  that  applied  under  title  XVIII. 

Third,  that  title  XIX  encourage  the  use  of  insurance  and  prepay- 
ment plans  in  the  implementation  of  State  programs. 

Fourth,  that  in  the  implementation  of  title  XIX  programs,  there 
be  no  requirement  for  certification  or  recertification. 

Fifth,  that  title  XIX  permit  all  State  plans  to  vary  the  eligibility 
standards  within  a  State  to  recognize  the  very  real  differences  in  the 
cost  of  living  in  a  rural  area,  a  small  town,  a  city  or  a  metropolitan 
area. 

Our  sixth  recommendation  relates  to  the  fact  that  title  XIX  bene- 
fits differ  for  mentally  ill  patients  depending  on  whether  they  are 
above  or  below  the  age  of  65.  We  believe  there  should  be  distinction 
in  the  services  available  to  mentally  ill  patients. 

Accordingly,  we  recommend  that  this  committee  modify  section 
1905(a)  of  title  XIX  to  remove  restrictions  which  prevent  the  under- 
65  medically  indigent  patient  from  receiving  care  and  treatment  in 
a  psychiatric  hospital. 

The  next  topic  I  should  like  to  cover  briefly  is  physician  coverage 
under  social  security. 

We  believe  that  physicians,  having  been  brought  under  social  secu- 
rity coverage,  should  be  accorded  the  same  privilege  and  opportunity 
for  reaching  a  fully  insured  status  as  was  accorded  other  professional 
groups  when  they  were  included  in  the  program. 
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Accordingly,  we  urge  this  committee  to  consider  the  adoption  for 
physicians  of  an  "alternative  insured  status"  similar  to  that  permitted 
by  the  amendments  of  1954  and  1956  which  brought  into  the  program 
many  new  groups  of  people  and  professional  self-employed  persons, 
including  lawyers. 

Further,  we  urge  this  committee  to  consider  amendments  that  would 
udrop  out"  an  appropriate  number  of  years  for  physicians  to  make 
their  eligibility  for  cash  benefits  both  equitable  and  realistic. 

You  will  find  in  our  written  statement  a  considerable  amount  of 
detail  substantiating  those,  and  our  other  recommendations.  In  addi- 
tion, we  have  taken  the  liberty  of  attaching  to  the  written  statement  a 
draft  of  language  we  believe  will  effect  the  changes  we  have  proposed. 

Finally,  I  mentioned  earlier  that  the  AMA  has  been  giving  consid- 
eration to  possible  ways  to  approach  part  B  of  the  medicare  program 
other  than  the  way  it  is  currently  approached.  I  would  like  at  this 
time  to  elaborate  somewhat  on  that  subject. 

Unfortunately,  part  B  did  not  receive  an  amount  of  public  or  Con- 
gressional debate  warranted  by  the  nature  and  scope  of  the  proposal. 
This  committee  is  now  confronted  with  many  problems  inherent  in  the 
vast  undertaking  of  the  Federal  Government  in  becoming  directly  in- 
volved in  the  total  health  care  of  almost  20  million  persons. 

We  believe  it  is  possible  for  the  Congress,  the  medical  profession 
and  others  interested  in  the  subject  to  develop  a  new  mechanism  for 
deliverying  medical  care  to  people  over  65  that  would  be  more  con- 
sistent with  existing  private  sector  mechanisms. 

I  am  sure  the  committee  is  aware  of  dissatisfaction  existing  with  the 
present  operation  of  part  B. 

Carriers  are  dissatisfied  because  of  the  many  administrative  prob- 
lems. 

Physicians  are  dissatified  because  the  Government  has  involved  it- 
self in  medicine  through  rules  on  reasonable  charges,  statistical  data 
requirements,  definitions  of  physician  services  and  many  more  to  come. 

The  patient  is  dissatified  because  he  finds  he  is  getting  less  than  he 
expected ;  experiences  delays  in  being  reimbursed ;  and  doesn't  really 
understand  the  Government-physician-carrier  combination  that  is  try- 
ing to  take  care  of  him. 

The  Government  is  dissatisfied  and  seeks  to  blame  the  carriers  or  the 
physicians,  or  both,  for  the  delays  and  for  the  confusion.  Further- 
more, the  Congress  realizes  it  has  an  open-end  program  with  rising  and 
perhaps  uncontrollable  costs. 

We  believe  that  it  is  possible,  and  would  be  eminently  practical,  to 
devise  another  approach  that  would  solve  the  problems  besetting  part 
B,  and  calm  the  multiple  dissatisfactions  that  now  exist. 

A  possibility,  for  example,  might  be  to  substitute  for  the  part  B 
program  a  subsidy  to  all  eligible  persons,  to  be  used  for  the  purchase 
of  private  health  insurance.  Such  an  approach  could  have  many 
advantages. 

We  would  be  glad  to  sit  down  with  this  committee,  and  with  in- 
terested parties  from  any  source,  to  hammer  out  a  workable  approach 
to  solving  the  many  complex  problems  of  the  presently  existing  part  B 
program. 

In  conclusion,  I  hope  and  trust  that  the  committee  fully  understands 
that  the  AMA  recognizes  certain  areas  of  health  care  financing  in 
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which  the  Government  has  responsibility.  But  we  also  believe  there 
are  other,  wider  areas  in  which  responsibility  rightfully  belongs  to 
others. 

We  seriously  question  whether  Government  should  continue  to 
provide  health  care  benefits,  or  benefits  of  any  kind  to  those  persons 
who  are  capable  of  taking  care  of  themselves. 

From  the  earliest  days  of  this  Nation's  history,  there  has  been 
effective  and  fruitful  interaction  between  the  Government  and  the 
medical  profession  and  all  other  facets  of  health  services.  That  in- 
teraction has  been  one  of  the  major  factors  in  developing  this  Nation's 
high  standards  of  health  care. 

Through  all  of  these  years,  however,  the  public  sector  and  private 
sector  each  has  fulfilled  its  own  responsibilities.  Only  with  the 
passage  of  medicare  has  that  tradition  been  shattered  by  the  intro- 
duction of  the  concept  of  Federal  aid  without  any  standards  of  eligi- 
bility other  than  the  attainment  of  a  certain  age. 

It  is  that  concept  that  we  have  questioned  since  the  inception  of 
debate  on  medicare;  it  is  that  concept  we  continue  to  question  and 
oppose.  We  oppose  it  because  we  do  not  believe  it  is  fair  to  the  people 
of  this  Nation  and  we  know  that  it  exposes  the  medical  profession  to 
onerous  Government  controls. 

That,  Mr.  Chairman,  and  distinguished  members  of  the  committee, 
is  what  the  American  Medical  Association  believes. 

Again  I  urge  you  to  read  our  more  detailed  written  statement,  and 
I  thank  you  very  much  for  your  courtesy  in  giving  us  the  opportunity 
of  appearing  before  you  today. 

The  Chairman.  Dr.  Hudson,  we  thank  you,  sir,  for  bringing  to  us 
the  views  of  the  American  Medical  Association.  We  appreciate  your 
being  with  us,  Dr.  House,  and  you  gentlemen  as  well. 

Any  questions  ? 

Mr.  Ullman.  Mr.  Chairman. 

The  Chairman.  Mr.  Ulman. 

Mr.  Ullman.  Dr.  Hudson,  I  haven't  had  a  chance  to  digest  all  of 
your  statement,  but  we  appreciate  the  summary.  You  state  that  the 
program  is  and  will  continue  to  be  unpredictably  but  extremely  ex- 
pensive. This  may  very  well  be  true,  but  in  this  regard  you  have 
also  made  some  recommendations  that  might  make  it  additionally 
expensive. 

Do  you  have  any  idea  what  it  would  cost  to  remove  the  3-day  hos- 
pitalization requirement  before  getting  skilled  nursing  home  care  or 
your  other  proposal  in  removing  the  190-day  lifetime  limit  on  medical 
hospital  care  and  your  liberalization  of  the  administration  proposal 
so  as  to  remove  section  1812(c)  ?  Wouldn't  these  add  to  the  cost  of 
the  program  quite  significantly  ? 

Dr.  Hudson.  We  propose  the  deletion  of  the  3-day  requirement  in 
the  hospital  as  something  that  might  reduce  the  cost,  hospitalization 
being  a  much  more  expensive  benefit.  We  don't  really  agree  that  it 
would  necessarily  increase  costs  by  the  deletion  of  this  requirement. 
There  are  some  other  suggestions  for  the  removal  of  inequities  that 
might  possibly  increase  costs  to  the  program. 

However,  it  is  a  matter  of  judgment  as  to  what  is  the  principal  ob- 
jective. It  seems  to  us,  in  this  instance,  that  this  would  be  justifi- 
able. 
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Mr.  Ullman.  We  are  all  concerned  about  the  increase  of  costs.  Be- 
lieve me,  this  is  a  problem  that  is  going  to  give  us  a  great  deal  of 
trouble. 

Now,  you  have  stated  that  medicare  brought  heavier  demands  for 
health  services  and  that  this  increased  demand  has  led  to  increases  in 
cost.  It  seems  to  me  this  demand  must  either  mean  that  people  over 
65  are  now  getting  health  services  they  should  have  been  getting  be- 
fore, or  that  people  over  65  are  now  getting  services  they  do  not  need. 

Now,  which  in  your  judgment  is  the  right  interpretation  ? 

Dr.  Hudson.  There  is  no  assessment  of  the  answer  to  your  first  state- 
ment as  to  which  individuals  are  now  having  their  health  care  paid 
by  medicare  as  against  having  had  them  paid  through  voluntary  in- 
surance. There  are  some  undoubtedly.  We  do  not  object  to  mak- 
ing medical  care,  hospital  care,  available  to  needy  people.  The  objec- 
tion that  runs  through  our  whole  statement  is  that  there  are  individuals 
who  could  very  well  provide  this  care  from  their  own  financial  re- 
sources.   To  that  extent,  there  is  an  unnecessary  cost. 

Mr.  Ullman.  Are  you  saying  that  there  is  over  ultization  because 
of  medicare  in  your  judgment  ? 

Dr.  Hudson.  No,  I  didn't  say  that, 

Mr.  Ullman.  You  don't  believe  that  that  is  the  situation  ? 

Dr.  Hudson.  This  is  a  very  difficult  question  to  answer  and  one 
that  requires  scientific  evaluation.    I  hear  assertions  but  I  doubt  it. 

Dr.  Rouse.  Isn't  it  possible  that  in  the  first  part  of  1966  many  eld- 
erly people  who  had  need  for  elective  surgery  delayed  it  until  the  last 
part  of  1966.  This  would  have  made  a  total  increased  utilization  of 
medicare  for  these  last  6  months.  It  would  not  necessarily  reflect 
the  fact  that  there  was  a  deficiency  of  care  before  July  1, 1966.  That 
is  one  possible  factor. 

Dr.  Hudson.  Sir,  I  think  that  the  only  semiofficial  evaluation  we 
have  had  has  dealt  with  numbers  of  people  and  numbers  of  dollars 
generally,  without  attempting  a  value  judgment  as  to  whether  or  not 
they  used  facilities  too  much  or  too  little.  That  will  have  to  come 
sometime,  but  I  doubt  that  that  has  been  done.  I  think  also  scien- 
tifically it  might  not  be  wise  to  draw  conclusions  along  that  line  so 
early  in  the  program. 

Mr.  Ullman.  Well,  of  course  what  bothers  me  is  that  you  have 
blamed  the  increasing  cost  at  least  in  part  on  the  medicare  program, 
and  this  naturally  leads  to  the  question  if  there  isn't  overutilization, 
then  certainly  there  must  have  been  a  deficiency  in  care  before.  These 
things  have  to  add  up,  and  I  recognize  that  it  is  not  easy  for  you  to 
give  an  answer,  but  I  am  raising  the  questions  because  you  have  blamed 
the  increasing  cost  in  part  at  least  on  medicare  and  I  am  not  sure  that 
that  has  been  substantiated. 

Again  I  say :  If  there  is  not  overutilization,  then  certainly  the  pro- 
gram is  fulfilling  a  need  that  has  been  in  existence.  You  state  in  your 
full  statement  on  page  41 : 

The  AMA  recommends  that  title  XVIII  be  amended  to  permit  payment  of 
charges  for  professional  services  on  the  basis  of  a  physician's  itemized  statement 
of  charges  rather  than  a  receipted  bill. 

I  don't  know  but  what  I  agree  with  you,  but  in  order  to  understand 
it  more  clearly  do  you  mean  that  the  money  will  be  sent  to  the  patient 
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and  then  he  will  pay  the  bill,  or  is  payment  to  be  made  to  the  physi- 
cian ?    I  want  to  be  sure  of  your  position. 

Dr.  Hudson.  In  this  recommendation,  it  would  follow  conventional 
patterns  with  which  we  have  experience  with  private  insurance.  The 
patient  would  be  reimbursed  and  he  then  in  turn  would  pay  his 
physician. 

Mr.  Ullman.  In  other  words,  you  are  willing  to  take  your  chances 
on  getting  paid  with  the  patient,  but  you  don't  want  to  get  paid 
directly?  There  has  been  a  proposal  for  checks  made  out  to  both 
parties  that  had  to  be  countersigned  by  the  patient.  You  don't  favor 
that  proposal  ? 

Dr.  Hudson.  No,  we  haven't  mentioned  that.  I  know  that  it  exists. 
We  would  not  object  if  someone  else  makes  the  proposal. 

Mr.  Ullman.  You  would  not  object  to  that. 

Dr.  Hudson.  It  is  essentially  what  we  are  saying. 

Mr.  Ullman.  But  your  recommendation  in  effect  is  that  the  check 
go  to  the  patient  and  that  you  will  bill  the  patient  and  take  your 
chances  on  collecting  the  money  from  him  ? 

Dr.  Hudson.  Yes. 

Mr.  Ullman.  I  wanted  to  be  clear  on  that. 

Mr.  Vanik.  Mr.  Ullman,  on  that  point  I  wonder  if  the  doctor  would 
tell  us  whether  or  not  the  medical  profession  would  be  willing  to  pro- 
vide the  patient,  in  addition  to  the  bill,  some  sort  of  statement  of  the 
work  done  which  would  in  some  way  describe  fully  the  nature  of  the 
medical  service  ?  I  think  that  a  naked  bill  is  sometimes  too  little  for 
any  disbursement  agency  to  consider. 

Dr.  Hudson.  Our  statement  refers  to  an  itemized  statement  of  the 
physician. 

Mr.  Vanik.  Over  and  beyond  that,  would  it  be  possible  that  the 
medical  profession  might  be  willing  to  describe  the  nature  of  the 
medical  services  ? 

Dr.  Hudson.  I  believe  there  is  a  requirement  now  that  the  services 
be  described  adequately.  We  are  accustomed  to  this  method,  you 
know,  in  satisfying  the  commercial  insurance  companies.  We  de- 
scribe what  service  was  provided  so  that  they  feel  satisfied  and  can 
make  payment. 

Mr.  Vanik.  Thank  you.    Thank  you. 

Mr.  Ullman.  We  are  glad  to  get  a  clarification  of  your  position. 
On  another  matter  the  pathologists  who  appeared  before  this  com- 
mittee a  few  weeks  ago  seemed  to  be  reluctantly  willing  to  go  along 
with  part  C  as  it  affects  their  services.  You  seem  to  be  more  worried 
about  them  than  they  seem  to  be  about  themselves. 

Do  y  ou  want  to  comment  on  that  ? 

Dr.  Hudson.  I  don't  know  what  the  statements  of  the  pathologists 
were  and  I  wouldn't  like  to  comment  since  I  am  not  informed. 

Dr.  Rouse.  May  I  add  that  we  have  other  groups  of  hospital-based 
specialists  we  have  to  consider  also,  but  our  judgment  is  that  section 
C  is  not  needed.  There  is  a  better  way  of  doing  it,  as  Dr.  Hudson 
has  brought  out. 

Mr.  Ullman.  The  whole  tenor  of  your  testimony  on  certification 
seems  to  be  that  physicians'  certification  and  recertification  is  just  a 
nuisance  and  does  not  influence  utilization  or  hospital  costs. 
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Doesn't  certification  affect  utilization  and  costs  to  any  degree  in 
your  judgment  ? 

Dr.  Hudson.  It  may  very  well,  but  it  is  not  necessary.  That  is  our 
point.  We  do  have  mechanisms  for  controlling  admissions  to  the 
hospital.  One  is  competition  within  the  hospital  staff  for  beds.  We 
merely  think  that  a  physician's  request  to  have  a  patient  hospitalized 
is  adequate  evidence  that  he  feels  admission  is  necessary  without  the 
use  of  an  additional  form  for  making  this  fact  known. 

Mr.  Ullman.  We  have  had  evidence  before  the  committee  to  the 
effect  that  this  is  a  safeguard  that  would  help  hold  down  the  cost  of 
the  program,  but  in  your  judgment  that  isn't  the  case? 

Dr.  Hudson.  I  merely  said  that  there  was  a  conventional,  adequate 
mechanism  for  doing  it  without  the  necessity  for  certification. 

Mr.  Ullman.  I  may  very  well  go  along  with  that,  but  I  would  like 
to  know  in  my  own  mind  what  the  mechanism  is  and  why  it  would  not 
increase  the  costs  to  eliminate  the  certification  and  recertification. 

Dr.  Hudson.  You  would  have  to  make  the  judgment  that  our  pres- 
ent method  of  controlling  hospital  admissions  is  not  adequate.  We 
feel  it  is. 

Dr.  Rouse.  The  biggest  deterrent  to  overutilization  is  the  fact  that 
I  want  beds  available  for  additional  patients  of  mine  and  there  is  a 
relative  scarcity  of  hospital  beds  now.  My  hospitals  for  years  have 
had  a  review  committee,  which  is  a  function  similar  to  the  so-called 
utilization  committees,  to  make  sure  that  I  am  alert  to  get  my  patients 
out  just  as  soon  as  possible  and  to  make  room  not  only  for  my  patients 
but  my  neighbor  physicians'  patients  who  need  to  get  in.  That  took 
care  of  that  situation  long  before  medicare  came  along. 

Mr.  Ullman.  Thank  you.  If  we  were  to  accept  your  suggestion 
to  require  the  States  to  pay  customary  charges  under  Title  XIX, 
shouldn't  we  modify  the  language  to  require  consideration  of  prevail- 
ing fees  in  the  same  locality  as  we  do  in  part  B  of  title  XVIII  ? 

Dr.  Hudson.  The  intent  is  to  make  the  mechanism  similar,  both  in 
XIX  andXVIIL 

Mr.  Ullman.  Are  you  differentiating  between  your  use  of  the  word 
"customary"  and  the  other  wording  of  "reasonable  charges,"  or  would 
you  accept  the  other  language  of  "reasonable  charges"? 

Dr.  Hudson.  This  is  a  very  difficult  field.  Many  people  have  de- 
cided that  they  cannot  adequately  define  the  terms,  usual,  customary, 
prevailing,  and  reasonable,  but  I  think  that  a  carrier,  based  on  what  is 
known  about  a  physician's  pricing  habits — his  usual  charges — could 
reach  a  conclusion  as  to  what  is  reasonable. 

Mr.  Ullman.  Well,  there  is  certainly  some  confusion  here.  The 
language  in  1908  provides  for  the  payment  of  a  reasonable  charge  for 
a  physician's  services  under  the  plan  and  in  determining  such  charge 
there  shall  be  taken  into  consideration  the  customary  charges. 

Would  that  be  acceptable  to  you  in  this  respect  ? 

Dr.  Hudson.  It  is  intended  that  it  be  similar  to  title  XVIII.  In  the 
addendum  to  our  statement,  the  language  we  suggest  is  on  page  5. 

Mr.  Harrison.  They  are  exactly  the  same  as  in  title  XVIII. 

Dr.  Hudson.  It  is  exactly  the  same  as  appears  in  title  XVIII. 

Mr.  Ullman.  Thank  you. 
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Who  would  determine  these  customary  charges  for  the  physician? 
Is  it  the  Welfare  Department  you  have  recommended  ? 

Dr.  Hudson.  We  have  another  recommendation  that  carriers  be 
used  under  title  XIX. 

Mr.  Ullman.  Carriers. 

Dr.  Hudson.  Again  similar  to  the  procedure  under  title  XVIII. 
Dr.  Rouse.  Carriers  have  handled  the  problem  most  satisfactorily 
long  before  medicare  came  along. 
Mr.  Ullman.  Thank  you. 

On  page  26  of  your  full  statement  you  recommend  that  all  hospital 
out-patient  services  be  covered  under  part  B  with  a  single  set  of  de- 
ductibles and  coinsurance.    Isn't  that  your  position? 

It  seems  to  me  that  this  is  exactly  what  the  proposed  part  C  would  do 
with  those  benefits. 

Dr.  Hudson.  The  part  C  proposal  is  more  embracing  than  that  and 
we  reject  that.  A  part  of  the  part  C  proposal,  as  you  say,  is  the  trans- 
fer of  the  benefits  of  out-patient  diagnostic  services  of  part  A  to  the 
part  B  portion  of  the  program.  We  said  that  if  there  were  any  ur- 
gency and  there  were  not  time  to  restructure  the  part  B  provision  that 
we  would  favor  this  one  part  of  the  part  C  recommendation. 

Mr.  Ullman  (presiding) .  Thank  you  very  much  for  your  response. 

Are  there  any  other  questions  ?    Mr.  Bush. 

Mr.  Bush.  Mr.  Chairman,  Mr.  Conable  was  called  out  of  the  room, 
but  he  asked  me  to  ask  these,  if  I  may,  of  Dr.  Hudson. 

Two  weeks  ago  representatives  of  the  Puerto  Rico  Medical  Associa- 
tion presented  very  strong  testimony  f  avoring  section  226  of  the  bill, 
the  so-called  freedom-of-choice  provision,  and  he  said  that  he  was 
pleased  to  see  that  your  association  favors  this  provision  and  with  re- 
spect to  Puerto  Rico  he  wanted  to  ask  you  these  three  short  questions. 

One,  do  you  believe  that  Puerto  Rico  should  be  treated  as  a  State  for 
the  purposes  of  the  title  XIX  program  ? 

Dr.  Hudson.  Yes. 

Mr.  Bush.  This  is  the  position  of  the  AMA  ? 
Dr.  Hudson.  Yes,  sir. 

Mr.  Bush.  Then  would  the  association  favor  eliminating  the  ceiling 
on  title  XIX  payments  to  Puerto  Rico  ? 
Dr.  Hudson.  Yes. 

Mr.  Bush.  And  the  last  one  was,  Do  you  also  believe  that  the  Federal 
contribution  to  Puerto  Rico  for  title  XIX  should  be  on  the  basis  of 
the  same  formula  on  which  such  payments  are  made  to  the  States? 

Dr.  Hudson.  Yes,  sir. 

Mr.  Bush.  I  appreciate  it,  Mr.  Chairman.    Thank  you. 
Mr.  Ullman.  Are  there  other  questions  ? 
Mr.  Broyhill.  Mr.  Chairman. 
Mr.  Ullman.  Mr.  Broyhill. 

Mr.  Broyhill.  Dr.  Hudson,  did  I  understand  you  correctly  in  an- 
swer to  one  of  Mr.  Ullman's  questions  that  there  had  not  been  an  in- 
crease or  a  wasted  use  of  hospital  facilities  under  medicare:  over- 
utilization,  so  to  speak? 

Dr.  Hudson.  I  believe  I  said  there  was  no  good  scientific  evaluation 
of  this  proposition. 

Mr.  Broyhill.  There  had  been  some  local  and  State  studies,  I 
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understand,  that  showed  that  there  was  about  a  20-percent  overuse  of 
some  of  these  facilities.    Do  you  have  any  facts  on  that  ? 

Dr.  Hudson.  I  think  that  there  was  a  5-percent  increase  anticipated 
and  that  the  figures  had  held  about  at  that  time.  I  would  like  to 
point  out  that  the  situation  as  far  as  availability  of  hospital  beds  varies 
greatly  from  one  part  of  the  country  to  another. 

I  practice  in  an  area  where  our  occupancy  is  85  percent,  or  full, 
even  before  medicare.  It  is  extremely  difficult  to  see  how  we  would 
pack  any  additional  patients  into  those  facilities. 

In  other  parts  of  the  country,  where  occupancy  is  lower,  it  is  quite 
possible  that  they  have  had  an  increase,  but  overall  I  think  that  there 
is  not  great  evidence.  It  may  be  there,  but  I  think  the  evidence  has 
not  been  accumulated. 

Mr.  Broyhill.  Did  AMA  make  any  study  or  any  research  along 
those  lines  ? 

Dr.  Hudson.  Not  to  the  present  date. 

Mr.  Broyhill.  I  know  that  prior  to  the  enactment  of  medicare  there 
were  a  lot  of  statistics  showing  the  increase  in  use  of  hospital  facilities 
in  Canada,  and  Great  Britain,  and  other  countries  under  socialized 
medicine.  There  was  fear  that  that  would  be  the  case  here  in  the 
United  States. 

Dr.  Hudson.  Sir,  it  is  always  a  possibility,  but  there  are  many  fac- 
tors which  account  for  the  increased  use  of  health  facilities.  People 
have  been  more  affluent  and  it  has  been  discovered  that  as  they  become 
more  affluent  they  make  greater  requests  for  health  care.  Health  care 
gets  more  attractive  all  of  the  time ;  this  accounts  for  some  increase  in 
utilization.  It  is  the  difficulty  of  separating  out  that  which  may  be 
attributed  to  medicare  from  other  forces  which  tend  to  increase  utiliza- 
tion that  is  making  me  hesitant  to  answer  your  question  directly. 

Mr.  Broyhill.  Dr.  Hudson,  you  started  that  the  AMA  was  opposed 
to  part  C  in  toto.  You  also  made  reference  in  your  statement  to  the 
fact  that  this  committee  had  turned  down  those  provisions  when  we 
first  considered  medicare,  and  part  of  part  C  was  enacted  over  in  the 
Senate  in  the  form  of  the  Douglas  amendment  and  was  rejected  by 
the  conferees. 

Now,  it  has  been  proposed  again  and  we  find  that  the  College  of 
American  Pathologists  support  it.  They  are  members  of  your  asso- 
ciation. How  do  you  reconcile  the  position  of  AMA  being  different 
from  that  of  the  College  of  Pathologists  ? 

Dr.  Hudson.  Well,  we  are  not  a  monolith.  We  have  differences  of 
opinion  and  it  so  happens  that  the  great  majority  of  the  physicians 
feel  as  I  have  represented  this  morning,  and  I  cannot  analyze  the 
objectives  of  the  college  in  this  regard  just  because  I  am  not  informed 
as  to  what  their  objectives  are. 

Mr.  Broyhill.  I  find  it  quite  interesting  that  pathologists  in  my 
district  do  not  agree  with  the  position  of  the  College  of  American 
Pathologists.  They  agree  with  the  position  of  the  AMA.  And  they 
seem  to  be  quite  a  bit  upset  about  it.  I  am  just  wondering  if  the 
College  of  American  Pathologists  is  representing  the  views  of  the 
majority  of  its  members. 

Dr.  Hudson.  That  would  be  difficult  for  me  to  answer.  Within 
their  organization,  undoubtedly,  they  have  diverging  views. 
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Mr.  Broyhill.  Thank  you. 
Mr.  Ullman.  Mr.  Schneebeli. 

Mr.  Schneebeli.  Dr.  Hudson,  we  had  a  witness  here  the  week  before 
last,  Mr.  Reuther,  who  made  a  statement  that  about  50  percent  of  the 
usage  of  hospitals  today  is  unnecessary  and  particularly  as  contrasted 
with  the  use  of  the  hospital  which  his  organization  and  I  think  Kaiser 
Industries  in  California  have  found. 

Would  you  care  to  comment  on  this  statement  to  the  effect  that  at 
least  50  percent  of  the  present  hospital  usage  is  unnecessary? 

Dr.  Hudson.  I  would  be  glad  to.  First,  I  would  like  to  ask  how 
he  arrives  at  this  figure. 

Mr.  Schneebeli.  He  arrives  at  this  figure  through  the  occupancy 
and  the  stay  in  the  hospital  which  his  organization  has  in  Detroit 
as  well  as  some  hospital  in  New  York  of  a  similar  type,  as  well  as 
Kaiser  Industries  hospitals  in  California.  Their  experience  over  a 
period  of  years  is  that  their  hospital  occupancy  rate  is  about  one-half 
of  that  of  the  other  nonprofit  hospitals  in  the  United  States,  and  I 
questioned  him  on  that  point  and  he  said  that  50  percent  of  the  use 
of  most  all  the  private  hospital  occupancy  in  the  United  States  is 
unnecessary. 

They  keep  them  too  long.  This  was  done,  he  said,  both  before  medi- 
care as  well  as  after. 

Dr.  Hudson.  I  personally  have  participated  in  two  studies  of  this 
nature  and  the  approach  from  an  experimental  point  of  view  differed 
in  each.  The  result  of  one  was  that  fewer  than  3  percent  of  patients 
might  be  considered  improperly  admitted  to  the  hospital. 

Mr.  Schneebeli.  Three  percent. 

Dr.  Hudson.  The  result  of  another  one  conducted  in  a  different 
fashion  had  a  larger  percentage,  but  none  of  them  approached  50 
percent.    I  am  skeptical  as  to  that  figure. 

Mr.  Schneebeli.  I  agree  with  you,  too. 

Dr.  House.  Studies  made  through  our  Council  on  Medical  Serv- 
ices— that  is  a  continuous  body — certainly  do  notbear  that  figure 
out.  We  have  a  committee  now  on  financing  the  cost  of  medical  care 
which  met  last  week  studying  this  problem,  among  others,  and  they 
don't  find  that  at  all  and  the  individual  physicians  in  our  hospital 
don't  find  it. 

Mr.  Schneebeli,  Thank  you. 

The  Chairman.  Any  further  questions?    If  not,  gentlemen,  again 
we  thank  you  for  bringing  your  testimony  to  the  Committee. 
Dr.  Hudson.  Thank  you,  sir. 

Mr.  Betts.  Mr.  Chairman,  I  ask  permission  to  insert  at  this  point  in 
the  record  a  letter  received  by  me  from  Dr.  L.  C.  Meredith,  President 
of  the  Ohio  State  Medical  Association. 

The  Chairman.  Without  objection,  the  letter  from  Dr.  Meredith 
will  appear  at  this  point  in  the  record. 

Ohio  State  Medical  Association, 

Columbus,  Ohio,  March  31,  1961. 

Representative  Jackson  E.  Betts, 

Member,  Committee  on  Ways  and  Means,  House  Office  Building,  Washington, 
D.C. 

Dear  Congressman  Betts  :  On  behalf  of  the  Ohio  State  Medical  Association 
and  its  10,000  physician  members,  I  earnestly  solicit  your  attention  to  and 
support  of  the  position  of  this  Association  regarding : 
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1.  H.R.  5710,  "Social  Security  Amendments  of  1967,"  currently  being  heard 
by  the  Committee  on  Ways  and  Means,  and 

2.  Certain  changes  necessary  to  Public  Law  89-97,  The  Medicare  Act,  and 
rules,  regulations  and  interpretations  pursuant  thereto- 

HR.  5710,  is  a  hasty,  ill-conceived  and  baseless  bill.  Prepared  by  the  U.S. 
Department  of  Health,  Education  and  Welfare,  it  has  been  offered  to  the 
Congress  before  the  true  picture  of  the  vast  costs  and  other  ramifications  of 
Titles  XVIII  and  XIX  can  be  accurately  assessed. 

For  example,  there  were  50,000  unpaid  bills  for  medical  services  to  Ohio's  Aid 
for  Aged  recipients,  most  claims  involving  Medicare  Part  B  as  well,  when  the 
Social  Security  Administration  was  publicly  announcing  in  January  the  alleged 
cost  of  the  Medicare  program  for  its  first  six  months.  In  addition,  Ohio's  hospitals 
had  thousands  of  Medicare  Part  A  claims  that  had  not  been  processed  or  paid. 

The  Ohio  situation  is  the  rule  rather  than  the  exception,  for  physicians  and 
hospitals  throughout  the  nation  had  unpaid  claims  in  the  hundreds  of  thousands 
when  H.R.  5710  was  being  written.  Most  of  the  claims  remain  unpaid  at  this 
writing. 

Another  fact  we  wish  to  call  to  your  attention  is  found  on  page  19  of  the  "Sec- 
tion-by-Section  Analysis  and  Explanation  of  Provisions  of  H.R.  5710,"  prepared 
for  the  Committee  on  Ways  and  Means  by  the  U.S.  Department  of  Health,  Edu- 
cation, and  Welfare. 

On  that  page  is  found  a  chart  in  which  the  Social  Security  taxes  are  referred  to, 
not  once  but  seven  times,  as  "contributions."  Describing  a  mandatory  tax  as  a 
"contribution"  is  being  less  than  honest. 

This  Association's  position  on  H.R.  5710  can  best  be  presented  by  reference  to 
the  following  sections  of  the  bill : 

Section  125,  "Health  Insurance  for  the  Disabled."  This  proposal  would  add 
heavily  to  the  already  overburdened  fiscal  resources  of  the  Social  Security  pro- 
gram before  a  truly  accurate  knowledge  of  the  fiscal  effects  of  P.L.  89-97  has 
been  established.  Further,  Title  XIX  and  other  programs  provide  financial  re- 
sources for  helping  those  disabled  who  need  help. 

Section  126,  "Health  Insurance  Payments  to  Federal  Facilities."  This  proposal 
would  place  additional  fiscal  responsibility  on  the  Social  Security  trust  fund 
for  programs  that  already  have  been  financed  by  the  Congress  through  other 
government  agencies.  In  effect,  it  would  shift  to  the  Social  Security  trust  fund 
fiscal  responsibility  for  which  these  agencies  were  created. 

Section  127,  "Inclusion  of  Non-routine  Podiatrists'  Services  Under  the  Supple- 
mentary Medical  Insurance  Program."  This  section  is  highly  questionable  since 
it  would  limit  coverage  to  services  that  only  a  physician  is  qualified  to  perform, 
or  perfomed  by  a  podiatrist  in  a  hospital  directly  under  the  supervision  of  a 
physician. 

Section  128,  "Increase  in  Membership  of  the  National  Medical  Review  Com- 
mittee." This  section,  as  does  the  original  act,  fails  to  provide  for  meaningful 
representation  on  the  committee  by  privately  practicing  physicians.  In  other 
words,  that  segment  of  the  profession  that  provides  a  vast  majority  of  the  medical 
service  is  not  specifically  represented  on  this  important  body. 

Section  129 (6),  (c)  ....  "And  To  Provide  Programs  of  Health-Care  Facility 
Planning."  It  has  been  our  unfortunate  experience  that  the  federally  financed 
health  facility  planning  programs  tend  to  neglect  the  medical  profession  in 
initiating,  programming  and  activating  health  facility  planning,  thereby  totally 
ignoring  the  one  profession  that  can  provide  medical  care — the  medical  profession. 

Section  130.  "Pact  C — Outpatient  Hospital  and  Diagnostic  Specialty  Benefits 
for  the  Aged  and  Disabled."  As  has  been  attempted  in  rules  and  regulations  re- 
garding reimbursement  of  so-called  hospital-based  physicians,  this  is  a  blatant 
effort  to  treat  certain  physicians  as  hospital  employees.  In  enacting  P.L.  89-97, 
Congress  provided  two  parts  for  Medicare — Part  A  for  hospital  benefits  and 
Part  B  for  supplemental  medical  insurance  benefits. 

Congress  specifically  provided  that  physician  services  were  to  be  covered  under 
Part  B.  The  attempted  establishment  of  Part  C,  by  providing  for  payment  of 
certain  in-hospital  medical  services  out  of  the  Federal  Hospital  Insurance  Trust 
Fund,  is  totally  contradictory. 

Further,  H.R.  5710  would  provide  for  100  per  cent  payment  for  these  so- 
called  "specialty  services,"  while  retaining  the  20  per  cent  deductible  feature  of 
other  medical  services.  This  is  highly  inconsistent  inasmuch  as  a  medical  serv- 
ice is  a  medical  service,  whether  it  be  provided  by  a  pathologist,  radiologist, 
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surgeon,  internist  or  family  physician,  and  payment  should  be  made  accord- 
ingly. 

The  proposed  Part  C  is  an  outright  and  patent  attempt  to  correct  an  adminis- 
trative fiasco  that  exists  in  the  Medicare  program.  It  is  even  more  ridiculous 
when  one  considers  that  the  direct  solution  of  these  so-called  specialty  services 
problems  could  best  be  provided  through  payment  for  these  services  in  the  same 
manner  as  other  medical  services — out  of  Part  B  funds  and  directly  to  physicians. 

Further,  the  fact  remains  that  physicians,  not  hospitals,  provide  medical 
services.  In  many  states,  including  Ohio,  hospitals  are  specifically  prohibited 
from  practicing  medicine.  Now  we  are  faced  with  an  attempted  federal  statute 
that  would  declare  that  a  medical  service  is  a  hospital  service.  This  is  totally 
unacceptable  to  the  medical  profession,  and  conflicts  with  certain  state  laws. 

A  similar  attempt  was  made  in  the  original  Medicare  bill,  and  this  was  re- 
jected by  the  Congress. 

Section  131.  "Elimination  of  Requirement  of  Physician  Certification  in  the 
Case  of  In-patient  Hospital  Services  at  Time  Individual  Becomes  an  In-patent." 
This  Association  supports  the  elimination  of  certification  upon  admission.  How- 
ever, Section  131  does  not  go  far  enough.  It  fails  to  eliminate  recertification. 

Certification  and  recertification  are  reprehensible  to  the  medical  profession. 
They  reflect  improperly  on  the  integrity  of  the  physician.  They  fail  to  recognize 
that  the  physician's  admission  and  progress  notes  are  ample  evidence  of  the  need 
for  admission  to  and  continued  stay  in  the  hospital,  well  recognized  by  the  Joint 
Commission  on  Accreditation  of  Hospitals,  courts  and  the  insurance  industry. 

In  its  analysis,  HEW  states,  page  29,  "Effects  of  the  Proposal,"  that  "The  pro- 
cedure that  would  be  followed  to  avoid  payment  for  unneeded  care  would  include 
screening  by  the  administering  agencies  to  isolate  those  cases  in  which  the  diag- 
nosis and  treatment  raised  questions  about  the  medical  necessity,  and  action 
would  be  taken  to  resolve  these  questions." 

This  is  ambiguous.  HEW  says  that  certification  is  not  needed,  then  says  screen- 
ing by  administrative  agencies  is  needed,  fails  completely  to  say  how  the  ques- 
tions would  be  resolved,  and  does  not  present  one  shred  of  evidence  supporting 
the  necessity  for  such  screening. 

The  public  press  is  redundant  with  Social  Security  Administration  claims  that 
the  Medicare  program  is  functioning  smoothly.  If  this  is  true,  then  why  this  un- 
substantiated allusion  to  treatment  without  medical  necessity? 

What  "action  would  be  taken  to  resolve  these  questions?"  Failure  of  he  HEW 
analysis  to  clarify  this  statement  is  viewed  with  suspicion  and  concern. 

On  the  same  page,  under  the  heading  "Background,"  is  the  statement  that  the 
American  Medical  Association  House  of  Delegates  "has  adopted  a  resolution 
urging  the  AM  A  to  work  for  the  repeal  of  the  certification  requirements."  This 
is  a  half-truth.  The  resolution  of  the  House  of  Delegates  directed  the  AMA  to 
work  for  repeal  of  both  certification  and  recertification.  HEW  should  present  the 
Committee  with  all  the  facts. 

Certification  and  recertification  also  fail  to  recognize  that  this  same  area  is 
covered  by  utilization  review  committees,  and  add  unnecessarily  to  the  over- 
whelming paper  work  that  confronts  physicians  today. 

It  is  ridiculous  for  HEW  to  support  this  procedure  when,  at  the  same  time, 
a  spokesman  for  the  Department  states  that  reducing  paper  work  and  other 
non-medical  duties  of  physicians  would  be  the  equivalent  of  11,700  additional 
physicians  in  our  nation  (See  Exhibit  A). 

Section  167.  "Redesignation  of  Old-Age  Insurance  Benefits."  This  proposed 
change  from  "old-age"  to  "retirement"  in  the  Social  Security  Act  aptly  illustrates 
one  of  the  cruelest  hoaxes  in  the  Social  Security  program.  The  hoax  is  that  the 
worker  who  has  paid  Social  Security  taxes  for  year  after  year  finds,  upon  retire- 
ment, that  ( 1 )  his  monthly  Social  Security  check  fails  to  meet  his  old  age  needs 
and  (2)  if  he  tries  to  elevate  himself  above  a  poverty  level  by  earning  after- 
retirement  income,  he  is  penalized,  through  reduction  in  his  monthly  Social 
Security  check,  for  attempting  to  maintain  his  self-respect  and  personal  dignity. 

To  penalize  a  citizen  for  his  efforts  to  maintain  his  personal  independence  is 
as  un-American  as  the  Communist  Manifesto.  It  establishes  a  system  of  enforced 
poverty  by  federal  edict. 

Statement  regarding  title  XIX  and  changes  proposed  by  H.R.  5110 

This  Association  supports  the  intent  of  the  proposed  amendments  to  permit 
less  rigid  application  of  criteria  used  in  establishing  income  eligibility  for  Title 
XIX  benefits.  This  is  commendable  in  that  it  recognizes  the  concept  of  self-help 
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or  family  help,  and  does  not  deny  a  person  benefits  or  reduce  his  benefits  simply 
because  he  has  limited  financial  resource. 

Section  204-  "Federal  Assistance  m  Meeting  the  Costs  of  Community  Work 
and  Training."  This  intent  is  commendable  in  that  it  helps  the  individual  build 
self-reliance  and  self-respect. 

Section  207.  "Temporary  Assistance  for  Migratory  Workers."  This  proposal 
is  commendable.  However,  this  Association  recommends  that  the  legislation 
provide  for  development  of  this  program  in  cooperation  with  and  project  admin- 
istration by  voluntary  and  private  agencies,  including  the  voluntary  and  private 
health  insurance  industries. 

Section  225.  "Advisory  Council  on  Medical  Assistance."  This  Association  sup- 
ports this  section,  but  wishes  to  cite  two  significant  changes  that  should  be  made 
in  the  make-up  of  the  proposed  council.  One  is  that  there  should  be  a  definite 
provision  for  meaningful  representation  from  the  private  sector  of  medicine, 
since  this  sector  provides  most  of  the  medical  care  under  this  program.  The 
other  change  indicated  is  the  deletion  of  the  requirement  for  majority  represen- 
tation of  consumers  of  health  services.  Physicians  and  providers  of  services  are, 
by  training,  profession,  knowledge  and  experience,  best  equipped  to  serve  on 
this  proposed  council  and  it  is  illogical  to  say  that  they  must,  by  law,  constitute 
a  minority. 

Section  226.  "Free  Choice  by  Individual  Eligible  for  Medical  Assistance." 
Adoption  of  this  section  is  essential.  It  is  unethical  for  a  physician  to  participate 
in  any  arrangement  that  denies  free  choice  of  physician  on  the  part  of  the  indi- 
vidual. Therefore,  absolute  free  choice  must  be  provided  if  the  Title  XIX  pro- 
gram is  to  be  construed  as  ethical. 

Errors  of  omission  in  H.R.  5710 

There  are  some  major  errors  of  omission  in  H.R.  5710,  and  the  Committee  is 
seriously  urged  to  rectify  these  errors,  which  represent  the  failure  of  the  Depart- 
ment of  Health,  Education  and  Welfare  to  acknowledge  serious  defects  in  the 
existing  Title  XVIII  and  XLX  programs,  defects  which  repeatedly  and  con- 
scientiously have  been  called  to  the  Department's  attention  by  the  medical 
profession. 

In  fact,  the  Department  has  treated  medicine's  recommendations  as  a  game. 
I  call  to  your  attention  the  attached  Exhibit  B,  in  which  the  Under  Secretary  of 
Health,  Education  and  Welfare,  Mr.  Wilbur  J.  Cohen,  in  referring  to  medicine's 
outline  for  improving  these  programs,  states,  "Four  out  of  11  is  a  pretty  good 
batting  average  in  any  big  league." 

In  the  first  place,  the  medical  care  of  millions  of  Americans  is  not  a  ball  game. 
It  is  a  solemn  and  serious  responsibility  that  only  the  medical  profession  can 
fulfill.  A  person's  health,  next  to  his  life,  is  his  most  precious  asset.  Treatment  of 
this  responsibility  in  terms  of  a  game  is  repugnant  and  distasteful,  and  indicates 
a  lack  of  mature  judgment. 

If  medicine's  efforts  to  improve  the  Medicare  and  Medicaid  programs  to  enable 
more  meaningful  physician-patient  relationship  and  a  more  efficient  and  more 
feasible  administration  of  these  programs  are  to  be  treated  as  a  game,  the  par- 
ticipation of  physicians  can  hardly  be  expected  to  continue. 

It  is  our  sincere  recommendation  that  the  Committee  on  Ways  and  Means  will 
see  fit  to  amend  Public  Law  89-97  as  follows : 

1.  Remove  the  requirement  for  three  days  of  hospital  care  in  order  to  qualify 
for  extended  care  benefits.  The  present  requirement  is  totally  unnecessary,  and  is 
based  on  an  artificial  and  false  assumption  that  a  patient  must  be  ill  enough  to 
require  hospital  care  before  he  requires  extended  care. 

2.  Provide  for  the  acceptance  of  a  physician's  statement  of  charges  as  a  valid 
claim  for  reimbursement.  The  present  requirement  for  a  receipted  bill  works 
an  undeserved  hardship  on  patients.  The  Medicare  program  was  presented  to 
the  American  people  as  an  "insurance  program,"  yet  there  is  no  other  insurance 
program,  voluntary  or  private,  that  requires  a  beneficiary  to  provide  a  bill  re- 
ceipted by  the  physician  in  order  for  the  beneficiary  to  be  reimbursed  for  a  valid 
claim.  The  present  requirement  is  nothing  more  than  needless  red  tape.  It  means 
that  the  physician  must  bill  the  patient,  the  patient  pay  the  bill,  the  physician 
provide  a  receipted  bill,  and  the  patient  then  present  the  receipted  bill  in  order 
to  be  reimbursed  by  Social  Security. 

If  the  physician  accepts  assignment,  he  must  prepare  the  1490  Claim  Form, 
submit  it  to  the  Part  B  carrier,  wait  for  the  carrier  to  determine  the  reasonable 
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and  prevailing  fee,  accept  80  per  cent  of  that  fee  from  the  carrier,  prepare  an- 
other statement  in  the  amount  of  20  per  cent  of  that  fee,  and  present  that  state- 
ment to  the  patient. 

As  of  last  January,  only  15  per  cent  of  the  claims  received  by  Ohio's  major  Part 
B  carrier  since  July  1,  1966,  were  on  assignment,  while  85  per  cent  were  in  the 
form  of  receipted  bills  presented  to  the  carrier  by  the  patient. 

Tins  Association  also  urges  the  Committee  to  eliminate  a  major  point  of  ad 
ministrative  delay  and  confusion  in  the  Title  XVIII  program.  This  concerns  the 
present  practice  of  reimbursing  hospitals  for  certain  professional  medical  serv- 
ices with  moneys  from  the  Part  B — Supplementary  Medical  Insurance  Benefits. 
Hundreds  of  thousands,  if  not  millions,  of  dollars  in  unpaid  accounts,  involving- 
hospitals  as  well  as  physicians,  have  accumulated  in  this  category  because  of  the 
confusion  that  exists. 

The  solution  is  simple  and  highly  practical.  The  issue  can  be  resolved  immedi- 
ately by  an  amendment  to  provide  that : 

1.  Part  A  payments  may  be  made  only  for  hospital  services  and  may  be 
made  only  to  hospitals. 

2.  Part  B  payments  may  be  made  only  on  the  basis  of  a  statement  for 
professional  medical  services  submitted  by  the  physician  providing  or  respon- 
sible for  the  service  rendered  the  patient,  with  payment  to  be  made  directly 
to  the  patient  or,  on  the  patient's  behalf,  to  the  responsible  physician. 

Regarding  Title  XIX,  it  is  respectfully  requested  that  certain  provisions  be 
incorporated  in  this  program. 

It  should  be  clearly  provided  that  Title  XIX  funds  may  be  used  in  programs 
that  reimburse  welfare  recipients  who  pay  for  their  own  medical  services.  This 
would  clarify  HEW's  unsubstantiated  and  clouded  directive  that  (1)  Title  XIX 
funds  may  be  used  only  for  vendor  medical  payments  and  (2)  federal  matching 
funds  will  be  withdrawn  from  programs  that  make  medical  care  payments 
directly  to  welfare  recipients.    ( See  Exhibit  C. ) 

Payment  of  the  physician's  usual,  customary  and  reasonable  charges  should  be 
provided.  At  present,  Title  XIX  programs  provide  full  payment  for  all  health 
care  services  except  medical  care. 

The  medical  profession  for  centuries  has  freely  delivered,  without  charge  or 
at  drastically  reduced  charge,  professional  care  for  the  needy.  More  recently, 
government  has,  by  law,  assumed  the  responsibility  for  payment  for  the  health 
care  requirements  of  the  needy.  Now,  the  profession  finds  that  the  rapidly  increas- 
ing numbers  of  persons  covered  by  welfare  programs  represent  a  portion  of  the 
physician's  practice  so  significant  that  he  cannot,  economically  or  in  fairness  to 
his  other  patients,  continue  to  provide  a  two-fold  subsidy  of  such  programs,  one 
subsidy  being  through  the  payment  of  taxes  to  support  the  programs  and  the 
other  being  through  the  acceptance  of  reduced  payments  or  no  payments. 

It  must  be  emphasized  that,  when  a  patient  has  an  agreement  or  contract  that 
a  third  party  will  pay  his  medical  expenses,  the  physician  is  not  a  part  of  or 
party  to  such  arrangement. 

This  Association  recommends  that  provisions  be  made  to  permit  variations  in 
eligibility  and  assistance  standards  in  recognition  of  geographic  and  economic 
differences  in  living  costs.  While  a  recipient's  needs  in  a  high  cost  of  living  area 
may  be  identical  with  one's  needs  in  a  lower  cost  of  living  area,  the  former 
requires  greater  financial  assistance  in  meeting  his  needs. 

The  determination  and  application  of  the  variability  factors  should  be  left  to 
the  state  agency  administering  the  program. 

One  of  the  most  significant  recommendations  this  Association  can  make  is  that 
effective  provisions  be  made  for  use  of  insurance  carriers  in  Title  XIX  programs. 
The  vast  experience  of  this  industry  in  the  health  insurance  field  should  be 
utilized  effectively.  Provision  of  health  care  benefits  through  procurement  of 
health  and  medical  insurance  policies  through  private  and  voluntary  carriers 
would  produce  more  efficient  and  more  comprehensive  use  of  the  tax  dollar. 
A  vast  and  previously  untapped  source  of  personnel  and  experience  would  be 
brought  into  play  in  these  programs. 

It  is  an  axiom  that,  to  get  the  best  results,  give  the  job  to  the  experts. 

Finally,  we  would  comment  on  the  considerable  tax  increases  contemplated 
in  H.R.  5710.  The  Social  Security  tax  rate  and  tax  base  already  border  on  the 
oppressive.  The  wage-earner  is  being  taxed  almost  beyond  the  point  of  his  endur- 
ance. The  economic  and  actuarial  danger  signals  are  there  for  all  to  see. 
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It  is  the  considered  opinion  of  this  Association  that  expansion  of  the  present 
Social  Security  program  and  increasing  benefits  at  this  time,  particularly  since 
it  will  take  several  years  to  evaluate  accurately  the  effects  of  recent  amend- 
ments to  the  program,  would  be  dangerous  and  would  invite  disaster. 

The  present  program  is  replete  with  injustices,  inconsistencies  and  imbalance. 
Rather  than  aggravate  these  conditions,  now  is  the  time  to  pause  for  a  measure- 
ment, an  evaluation,  a  review  in  retrospect.  Sanity  and  equilibrium  must  be  re- 
stored. The  program  suggested  in  Exhibit  D  appears  to  be  a  sound  and  logical 
solution. 

I  deeply  appreciate  your  kind  attention  to  this  involved  and  detailed 
presentation. 

The  Ohio  State  Medical  Association  respectfully  requests  that  this  statement 
and  the  accompanying  exhibits  be  presented  to  the  House  Committee  on  Ways 
and  Means  for  inclusion  in  the  official  record  of  the  hearings  on  H.R.  5710. 
Sincerely, 

L.  C.  Meredith,  President. 

Exhibit  A 

[From  Cincinnati  Post  and  Times  Star,  Cincinnati,  Ohio,  Nov.  16,  1966] 
Cut  MD  Paper  Work,  Doctor  Urges 

Dr.  Milton  Silverman,  of  the  Department  of  Health,  Education  and  Welfare, 
says  one  way  to  increase  the  number  of  physicians  in  the  U.S.  would  be  to  in- 
crease their  efficiency  by  reducing  their  paper  work  and  other  non-medical 
duties. 

"A  4  per  cent  increase  in  the  efficiency  of  all  our  doctors  would  be  the  equiv- 
alent of  11,700  more  physicians,"  Dr.  Silverman  told  a  Cincinnati  Academy  of 
Medicine  meeting  here  last  night. 

Dr.  Silverman  said  the  U.S.  needs  more  health  workers  of  all  kinds,  including 
physicians.  He  said  the  country  is  getting  "some  help,"  however,  from  the  immi- 
gration of  1200  new  foreign  physicians  a  year  to  the  U.S.  Many  of  these  are 
from  England. 

Dr.  Edgar  Parry,  Liverpool  surgeon  who  shared  the  Academy  speakers'  pro- 
gram, said  400  doctors  a  year  leave  England — because  of  socialized  medicine, 
poor  research  facilities  and  the  fact  they  can  make  more  money  elsewhere. 

"There  are  2500  patients  per  doctor  in  England,"  Dr.  Perry  said,  "while  there 
are  442  patients  per  doctor  in  Hamilton  County." 


Exhibit  B 

The  Under  Secretary  of  Health,  Education,  and  Welfare, 

Washington,  D.C.,  February  23, 1967. 

Dr.  Samuel  R.  Sherman, 

Chairman,  Council  on  Legislative  Activities,  American  Medical  Association, 
Chicago,  III. 

Dear  Sam  :  Just  a  brief  note  to  keep  in  touch  with  each  other.  I  thought  you 
would  be  interested  to  know  that  in  the  new  social  security  bill  that  has  been 
introduced,  we  have  included  four  of  the  amendments  which  Mr.  Harrison 
recommended  in  his  letter  of  January  24  to  Assistant  Secretary  Huitt.  They 
relate  to  physician  certification  in  title  XVIII  and  the  following  three  items  in 
title  XIX — freedom  of  choice  of  physician  and  facility,  administrative  costs,  and 
National  Advisory  Council. 

Four  out  of  11  is  a  pretty  good  batting  average  in  any  big  league*  I  think  it 
is  evidence  of  the  cooperation  and  free  exchange  of  ideas  and  information  which 
we  hope  will  continue. 

With  best  personal  wishes, 
Sincerely  yours, 

Wilbur  J.  Cohen, 

Under  Secretary. 


♦Italic  added. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967  1689 


Exhibit  C 

Statement  of  the  Council  of  the  Ohio  State  Medical  Association  Regard- 
ing Ohio's  Aid  for  Aging  Programs  and  Titles  XVIII  and  XIX,  Medicare 

The  Ohio  Department  of  Public  Welfare  provides  Aid  for  the  Aged  recipients 
an  extra  $3  a  month  to  purchase  coverage  under  Part  B,  Medicare,  but  not  all 
recipients  make  this  purchase.  ( About  90  per  cent  do. ) 

The  Department's  policy  is  that  it  will  pay  the  first  $50  of  medical  expenses 
incurred  by  a  recipient,  after  which  Medicare  will  pay  80  percent  of  what  the 
Part  B  carrier  determines  to  be  the  reasonable  and  prevailing  fee.  The  Depart- 
ment further  states  that  it  will  not  pay  the  unsatisfied  20  per  cent  of  the  fee.  If 
the  patient  has  not  purchased  Part  B  coverage,  the  Department  will  pay  60 
per  cent  of  the  physician's  usual  customary  and  reasonable  fee  for  his 
services. 

To  enter  a  Part  B  Medicare  claim,  the  AFA  recipient  (just  as  any  other  Part 
B  claimant)  must  provide  the  Part  B  carrier  with  a  receipted  bill  or  a  1490 
claim  form  on  which  the  physician  accepts  assignment.  In  accepting  assignment, 
the  physician  agrees  to  accept  what  the  Part  B  carrier  determines  to  be  the 
"reasonable  and  prevailing  fee." 

The  AFA  recipient  has  the  alternative  of  either  (a)  furnishing  the  Depart- 
ment (or  carrier)  with  a  bill  receipted  by  the  physician  or  (b)  a  1490  claim 
form  on  which  the  physician  has  indicated  that  he  accepts,  from  the  recipient, 
an  assignment  of  the  recipient's  claim.  By  accepting  such  assignment,  the  phy- 
sician is  required,  under  Medicare  law,  to  accept  as  his  full  fee  whatever  sum 
the  Part  B  carrier  determines  to  be  the  reasonable  and  prevailing  fee,  80  per 
cent  thereof  to  be  paid  by  Medicare  and  not  more  than  20  per  cent  thereof  by 
the  recipient  himself. 

If  the  physician  elects  to  refuse  to  accept  assignment  and  directly  bills  the  AFA 
recipient  (or  any  other  recipient)  the  physician  is  not  required  to  accept  as  his 
full  fee  what  the  Part  B  carrier  or  any  government  agency  may  determine  to 
be  a  reasonable  and  prevailing  fee  for  the  purpose  of  making  payment  to  or  on 
behalf  of  a  recipient. 

Under  the  alternate  method  of  billing  a  Part  B  claim,  namely,  furnishing  a 
receipted  bill,  the  AFA  recipient  pays  the  physician  the  full  amount  of  the 
physician's  bill  and  then  files  with  the  Department  (or  Part  B  carrier)  the 
physician's  bill  duly  receipted,  along  with  a  1490  claim  form,  requiring  no  as- 
signment. The  Part  B  carrier  then  reimburses  the  recipient  directly,  paying  him 
80  per  cent  of  whatever  amount  the  Part  B  carrier  determines  to  be  the  "rea- 
sonable and  prevailing  fee." 

The  Department  of  Welfare  discourages  this  alternate  method  because,  the 
Department  claims,  this  requires  the  AFA  recipient  to  pay  his  medical  expenses 
out  of  funds  he  is  furnished  by  the  Department  for  his  day-to-day  living  re- 
quirements. 

The  acceptance  by  a  physician  of  the  AFA  recipient's  assignment  of  his  Medi- 
care claim,  involving  as  it  does  an  agreement  by  the  physician  to  allow  a  gov- 
ernment agency  (Part  B  carrier)  to  decide  what  his  fee  should  be,  violates 
a  fundamental  policy  of  the  Ohio  State  Medical  Association,  and  it  is  therefore 
recommended  that  the  physician  refuse  to  accept  any  Medicare  (Title  XVIII) 
or  Medicaid  ( Title  XIX )  assignment. 

Further,  the  sending  of  a  bill  (for  medical  services  to  an  AFA  recipient)  to 
any  person  other  than  the  recipient  himself — or  his  legal  guardian — violates 
the  "direct  billing"  policy  as  established  by  the  Ohio  State  Medical  Associa- 
tion. It  is  therefore  recommended  that  the  physician,  in  billing  for  services  to 
AFA  recipients,  send  his  bill  to  the  recipient  (or  his  guardian)  and  to  no  one 
else. 

To  expedite,  it  is  suggested  that  the  bill  include  diagnosis,  treatment,  AFA 
health  card  number  and  Medicare  claim  number. 

This  Association  has  recommended  to  the  Ohio  Department  of  Public  Welfare 
that  the  following  procedure  be  employed  in  the  AFA  program : 

1.  The  physician  mail  or  present  the  bill  directly  to  the  AFA  patient. 

2.  The  patient  forward  the  bill  to  the  Department,  directly  or  through  the 
County  Welfare  Department. 

3.  The  Department  pay  the  physician  his  usual,  customary  and  reasonable 
fee,  directly  or  through  the  patient. 
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4.  The  Department  provide  the  Part  B  carrier  with  evidence  of  payment, 
and  the  Part  B  carrier  then  would  reimburse  the  Department  80  per  cent. 

The  Department  has  stated  that  it  cannot  follow  this  plan.  The  Department 
also  has  stated  that  HEW  has  ruled  that  the  Department  cannot  make  direct  pay- 
ments to  AFA  beneficiaries  to  reimburse  them  for  medical  expenses  and,  if  such 
reimbursements  or  any  direct  medical  payments  to  patients  are  made,  federal 
matching  funds  will  be  withheld. 

HEW,  in  two  meetings  with  OSMA  in  January,  contended  that  federal  law 
prohibits  such  direct  payments  to  patients.  OSMA,  in  these  meetings,  repeatedly 
requested  copies  of  any  such  law.  Our  requests  have  been  ignored. 

Meanwhile,  payment  for  Aid  for  Aged  medical  services,  whether  billed  on  Medi- 
care form  1490  or  directly  billed,  was  suspended  July  1,  1966,  in  a  dispute  over 
an  HEW  requirement  that  the  Ohio  Department  of  Public  Welfare  first  must 
determine  that  all  resources,  including  Medicare,  had  been  exhausted  before 
AFA  payments  can  be  made,  and  that  Medicare  status  must  be  checked  through 
the  Part  B  carrier.  The  Social  Security  Administration  at  first  contended  that 
this  was  not  a  Part  B  function.  This  created  a  stalemate.  In  January,  SSA  agreed 
to  permit  Part  B  carriers  in  Ohio  to  screen  AFA  claims  through  SSA  computers 
in  Baltimore.  For  those  claims  in  which  the  $50  deductible  has  not  been  satisfied, 
the  Department  of  Welfare  will  pay  the  first  $50,  after  which  the  claims  will  be 
referred  to  the  Medicare  Part  B  carrier,  and  will  require  (1)  an  itemized,  re- 
ceipted bill  or  (2)  an  assigned  Form  1490.  Estimates  of  the  backlog  in  AFA  medi- 
cal care  claims  range  from  50,000  to  100,000  claims,  which  now  are  being  screened. 
This  screening  is  expected  to  take  several  months. 

In  January,  a  Part  B  carrier,  Nationwide  Insurance  Company,  reported  that 
only  15  per  cent  of  Part  B  claims  it  had  received  in  Ohio  since  July  1,  1966,  were 
on  assignment,  compared  with  24  per  cent  of  Ohio  claims  assigned  as  of  last 
September. 

It  is  the  position  of  the  Council  of  the  Ohio  State  Medical  Association  that : 

(1)  Physicians  continue  to  bill  directly  all  patients,  including  Medicare 
and  Medicaid  ( Titles  XVIII  and  XIX ) ,  and 

(2)  The  U.S.  Department  of  Health,  Education  and  Welfare  must  adhere 
to  and  honor  the  intent  expressed  by  Congress  when  the  Congress  specifically 
and  pointedly  provided  in  the  Medicare  Act  two  methods  of  billing  for  profes- 
sional medical  services,  namely,  directly  billing  the  patient  or  acceptance 
of  assignment. 

L.  C.  Meredith,  M.D., 
President,  Ohio  State  Medical  Association. 

January  26, 1967. 


Exhibit  D 
[From  Newsweek,  Apr.  3,  1967] 

Milton  Friedman  on  Social  Security 

Social  security  has  "become  a  sacred  cow  that  no  politician  can  afford  to 
criticize — as  the  reaction  by  Republicans  and  Democrats  alike  to  President 
Johnson's  proposed  rise  in  benefits  has  again  made  clear.  Yet  there  is  much  to 
criticize. 

1.  In  the  past  fifteen  years,  maximum  old-age  benefits  have  doubled.  But 
the  maximum  tax  assessed  on  a  worker's  wages  has  quintupled. 

2.  Retired  persons  currently  enjoy  a  bonanza.  But  youngsters  currently 
entering  the  system  are  getting  a  raw  deal. 

3.  The  benefit  scale  in  the  law  is  designed  to  favor  the  relatively  poor. 
But  the  law  has  important  indirect  effects  that  favor  the  well-to-do. 

The  first  two  facts  have  a  common  origin  :  the  aging  of  the  social-security  pro- 
gram. At  its  start  in  1937,  many  workers  became  taxpayers,  no  one  a  beneficiary. 
It  was  all  intake,  no  outgo.  As  time  passed,  workers  who  retired  began  to  qualify 
for  benefits.  But  for  some  time,  the  number  was  so  small  that  outgo  still  fell  far 
short  of  intake,  even  though  retired  workers  received  benefits  that  were  many 
times  as  large  as  the  equivalent  of  the  taxes  once  paid  on  their  wages.  This  situa- 
tion has  been  changing  rapidly.  From  1950  to  1965,  the  number  of  retired  workers 
receiving  benefits  grew  more  than  sixfold,  while  the  number  of  taxpayers  less 
than  doubled. 
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BENEFITS  AND  TAXES 

To  finance  the  excess  payments  to  the  growing  number  of  retired,  taxes 
assessed  on  wages  have  had  to  be  raised  repeatedly.  As  a  result,  the  benefits 
promised  younger  workers  are  much  smaller  than  the  equiavlent  of  the  taxes 
paid  on  their  wages. 

The  third  fact — that  social  security  has  indirect  effects  that  discriminate 
against  the  poor — is  much  more  subtle.  Note  a  few. 

1.  The  poor  generally  begin  working  earlier  than  the  well-to-do.  S<>>  on 
this  score,  they  pay  taxes  for  more  years,  Yet  benefits,  once  eligibility  is 
established,  do  not  depend  on  number  of  years  for  which  taxes  are  paid. 

2.  The  well-to-do  tend  to  live  longer  than  the  poor.  They  are  therefore  more 
likely  to  survive  to  receive  benefits  and  also  to  receive  benefits  for  more  years. 
( This  effect  is  partly  offset  by  the  greater  value  of  survivors'  benefits  to  the 
poor.) 

3.  Working  wives  get  little  for  their  taxes. 

4.  Men  or  women  who  do  not  pay  taxes  for  enough  quarters  to  qualify  for 
benefits'get  nothing  whatsoever  in  return  for  their  taxes. 

5.  A  man  between  65  and  72  who  works  and  earns  more  than  a  small 
amount  per  month  loses  part  or  all  of  his  social-security  benefits.  To  add  in- 
sult to  injury,  taxes  are  still  assessed  on  his  wages !  Property  income,  on  the 
other  hand,  whatever  its  amount,  does  not  affect  benefits  received. 

CLEVER  PACKAGING 

Though  labeled  "insurance,"  the  system  of  old-age  benefits  is  no  such  thing.  It 
is  a  welfare  program  that  transfers  income  from  some  to  others — notably  from 
the  young,  rich  and  poor,  to  the  old,  rich  and  poor.  Few  of  those  who  support 
the  present  system  would  favor  either  the  structure  of  taxes  by  itself — a  flat  per- 
centage tax  on  the  first  $6,600  of  earnings  and  a  zero  tax  on  higher  earnings — or 
the  structure  of  benefits  by  itself — indiscriminate  benefits  based  on  age,  sex,  mari- 
tal status  and  previous  employment,  with  no  attention  to  need.  Tying  the  two  to- 
gether and  labeling  the  combination  insurance  was  a  masterpiece  of  clever 
packaging. 

In  a  recent  article  (The  Wall  Street  Journal,  Dec.  20,  1966),  Prof.  James 
Buchanan  and  Colin  Campbell  propose  a  sensible  and  ingenious  method  for  con- 
verting present  arrangements  into  a  true  insurance  system — which  could  be 
voluntary — while  at  the  same  time  fully  honoring  existing  commitments.  They 
propose  that  current  liabilities — which  they  estimate  at  the  staggering  total  of 
$400  billion — be  openly  recognized,  funded  and  made  an  explicit  charge  on  gen- 
eral tax  funds  and  that  the  taxes  imposed  on  younger  workers  be  reduced  to  the 
level  required  solely  to  pay  for  the  benefits  they  are  being  promised.  The  workers 
could  then  be  permitted  to  purchase  equivalent  retirement  benefits  elsewhere  if 
they  so  chose,  without  endangering  the  financial  soundness  of  the  government 
system.  Their  plan — and  others  for  achieving  the  same  objective — deserves 
prompt  and  serious  consideration. 

The  Chairman.  Our  next  witness  is  Mr.  Cohen.  Mr.  Cohen,  if  you 
will  identify  yourself  for  our  record  we  will  be  glad  to  recognize  you, 
sir. 

STATEMENT  OF  JOSEPH  COHEN,  WASHINGTON  REPRESENTATIVE, 
NATIONAL  ASSOCIATION  OF  RETAIL  DRUGGISTS 

Mr.  Cohen.  Mr.  Chairman  and  gentlemen  of  the  Ways  and  Means 
Committee,  my  name  is  Joseph  Cohen.  I  appear  before  you  in  my 
capacity  as  Washington  representative  of  the  National  Association  of 
Retail  Druggists.  The  NARD  appreciate  the  opportunity  to  appear 
here  today  to  express  its  views  on  H.R.  5710. 

The  National  Association  of  Retail  Druggists  has  a  nationwide 
membership  of  independent  drugstore  owners  who  own  and  control 
more  than  40,000  drugstores.  The  NARD  speaks  for  its  membership 
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of  druggists  on  all  legislative  matters  affecting  their  professional  and 
competitive  interests. 

The  NARD  wishes  to  take  this  opportunity  to  commend  your  com- 
mittee for  recognizing  the  need  to  review  the  Social  Security  Act  for 
the  purpose  of  making  more  secure  the  economic  health  and  social 
needs  of  our  citizens  and  to  correct  deficiencies  that  may  exist. 

Mr.  Chairman  and  lady  and  gentlemen,  I  wish  to  state  at  the  outset 
that  the  National  Association  of  Retail  Druggists  shares  with  all  re- 
sponsible citizens  the  conviction  that  good  health  care  should  be  readily 
available  to  all  Americans  regardless  of  age.  The  NARD  further  be- 
lieves that  no  American  citizen,  again  without  reference  to  age,  should 
be  deprived  of  adequate  health  care  for  financial  reasons. 

Our  recommendations  will  be  confined  to  those  titles  of  the  Social 
Security  Act  dealing  with  prescribed  drugs  and  biologicals. 

The  National  Association  of  Retail  Druggists  from  the  outset  recog- 
nized the  inadequacy  of  title  XVIII  B  of  the  Social  Security  Act 
through  the  exclusion  of  prescribed  drugs  and  biologicals  from  the 
voluntary  insurance  program.  NARD  expressed  its  views  on  this  de- 
ficiency in  the  Act  to  officials  of  the  Department  of  Health,  Education 
and  Welfare  as  early  as  September  1965. 

The  need  for  including  prescribed  drugs  as  an  indispensable  adjunct 
of  supplemental  health  care  is  based  on  the  undisputed  fact  the  drugs 
and  biologicals  are  a  substantial  part  of  the  total  health  cost  of  the 
aged. 

Second  only  to  the  services  of  the  physicians,  drugs  are  among  the 
most  important  requirements  in  managing  the  physical  infirmities  of 
those  who  are  identified  as  medicare  patients.  In  order  that  complete 
medical  coverage  be  offered  to  them,  drugs  and  biologicals  should  be 
provided  under  title  XVIII B  of  the  Social  Security  Act. 

Title  XVIII  A  of  the  Act  provides  drugs  and  biologicals  in  hos- 
pitals and  extended  care  facilities.  Title  XIX  of  the  act  also  pro- 
vides drugs  and  biologicals  under  State  welfare  programs  supported 
by  Federal  funds. 

The  absence  of  drugs  and  biologicals  in  the  voluntary  insurance 
program  weakens  the  chain  of  medicare.  This  omission  is  a  missing 
link  in  total  and  effective  medical  care  under  the  Social  Security  Act. 

The  rising  costs  of  institutional  medical  care  is  of  great  concern. 
Many  chronic  conditions  of  the  aged  can  be  treated  at  home  through 
the  loving  care  and  attention  of  family.  Drugs  and  services  should 
be  provided  in  such  cases  not  only  to  provide  efficient  care,  but  to 
alleviate  overcrowding  of  hospitals  and  extended  care  facilities  that 
are  already  hard  pressed  for  facilities  and  professional  personnel. 

If  prescribed  drugs  and  home  health  aids  are  provided  under  title 
XVIII  B  through  the  convenient  facilities  and  services  of  community 
retail  pharmacists,  the  welfare  of  beneficiaries  of  the  Social  Security 
Act  would  be  served  beyond  limit  with  saving  to  the  program. 

The  free  choice  of  pharmacy  service  should  be  established  under 
title  XVIII  A  and  B  of  the  act  to  assure  maximum  pharmacy  serv- 
ices to  all  beneficiaries  of  social  security  health  programs.  Thus  free 
choice  of  pharmacy  service  would  be  provided  for  patients  in  hospitals 
and  extended  care  facilities  under  title  XVIII  A  that  do  not  have 
pharmacies,  as  well  as  to  beneficiaries  under  the  voluntary  insurance 
program. 
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It  is  against  the  public  interest  to  establish  programs  or  adopt 
economic  policies  that  would  disrupt  our  proven  national  system  of 
drug  distribution  by  which  physicians  and  patients,  in  big  metro- 
politan centers  and  country  crossroad  towns  alike,  can  readily  obtain 
medicines  they  need  at  their  community  drugstores. 

It  is  a  well  known  fact  that  prescribed  drugs  is  the  largest  single 
medical  care  expense  facing  hundreds  of  thousands  of  our  senior 
citizens.  Because  they  cannot  afford  to  pay  for  prescription  drugs, 
they  remain  away  from  their  physicians,  thus  negating  one  of  the 
essential  purposes  for  which  part  B  of  title  XVIII  was  enacted. 

We  have  now  had  almost  a  year's  experience  with  the  program,  and 
the  omission  of  prescribed  drugs  and  biologicals  from  title  XVIII  B 
has  proved  to  be  possibly  the  most  serious  limitation  to  medicare's 
success,  from  the  point  of  view  of  the  beneficiary. 

It  is  questionable  how  many  of  the  elderly  currently  enrolled  under 
part  B  of  title  XVIII  are  actually  availing  themselves  of  the  program 
due  to  the  omission  of  drugs.  While  physicians  charges,  after  the  $50 
deductible,  are  currently  covered  on  an  80-20  coinsurance  basis,  large 
numbers  of  senior  citizens  profit  little  from  this  feature  of  medicare 
because  they  never  build  up  the  deductible.  If  prescribed  drugs  were 
included  and  chargeable  against  both  the  deductible  and  the  coinsur- 
ance, then  the  senior  citizens  could  pay  off  their  deductibles  and  profit 
from  coinsurance. 

In  a  report  to  President  Johnson  on  increasing  consumer  medical 
expenditures,  Department  of  Health,  Education,  and  Welfare  Secre- 
tary Gardner  conceded  that  drug  prices  have  not  increased  as  much 
as  other  aspects  of  medical  care,  but  prescription  costs  still  represent 
a  burden  to  many  consumers  because  they  are  usually  not  covered  by 
insurance.  Title  XVIII-B  is  insurance  that  covers  a  class  of  citizens 
with  limited  or  no  income.  Drugs  under  title  XVIII-B  would  be  a 
timely  step  in  the  right  direction. 

The  National  Association  of  Retail  Druggists  is  conducting  a  study 
to  determine  the  cost  of  dispensing  prescribed  drugs  in  retail  drug 
stores.  We  feel  that  this  information  will  be  of  value  to  your  dis- 
tinguished committee.  We  therefore,  Mr.  Chairman,  ask  permission 
to  file  the  supplemental  information  as  an  addendum  to  this  state- 
ment as  soon  as  it  is  available. 

(The  information  referred  to  was  not  received  by  the  committee  at 
the  time  of  printing.) 

The  Chairman.  You  may  have  that  permission,  without  objection. 

Mr.  Cohen.  Thank  you.  Before  concluding,  I  would  like  to  com- 
ment on  title  XIX  with  regard  to  reimbursement  to  druggists  for 
drugs  furnished  under  State  welfare  programs. 

The  NARD  is  receiving  complaints  from  its  members  concerning 
delinquency  in  payments  for  drugs  under  the  various  State  programs. 
Since  Federal  funds  are  involved,  we  hope  the  committee  will  consider 
this  problem  when  reviewing  title  XIX  of  the  Social  Security  Act. 

Thank  you  for  this  opportunity  to  present  the  views  of  the  NARD 
on  H.R.  5710.  It  has  been  a  pleasure  for  me  to  appear  before  you,  and 
I  hope  I  have  given  you  a  better  understanding  of  the  reasons  why 
the  Nation's  retail  pharmacists  must  continue  their  interest  in  the 
Social  Security  Act. 
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Thank  you. 

The  Chairman.  Mr.  Cohen,  we  thank  you,  sir,  for  bringing  to  us 
the  views  of  the  National  Association  of  Retail  Druggists. 
Are  there  any  questions?    Mr.  Ullman. 

Mr.  Ullman.  Mr.  Cohen,  I  am  pleased  that  the  National  Associa- 
tion of  Retail  Druggists  is  making  a:  study  and  I  will  look  forward 
to  seeing  the  results. 

One  of  the  real  cost  problems  in  health  care  is  in  the  area  of  drugs, 
and  it  is  particularly  true  in  this  age  of  more  and  more  super  drugs. 
Have  you  any  idea  what  kind  of  a  cost  factor  we  would  be  adding  to 
this  program  if  we  did  include  drugs,  or  alternatively  do  you  have  any 
suggestions  whereby  there  might  be  some  limitations  placed  upon  the 
cost  of  drugs? 

Mr.  Cohen.  Well,  I  don't  have  any  cost  factor.  I  have  seen  all 
sorts  of  estimates  projected,  but  I  think  that  there  is  a  certain  amount 
of  supposition  that  we  must  face,  as  we  did  with  the  basic  program. 

I  believe  that  it  would  be  very  difficult  to  estimate  the  cost  of  drugs. 
It  is  estimated  now  that  the  average  person  over  65  spends  approxi- 
mately between  $50  and  $60  a  year  for  drugs.  That  is  an  average. 

Also,  out  of  a  $3  billion  total  prescription  market  today  as  reported 
by  the  American  Druggist  recently,  22.3  percent  of  this  total  is  ac- 
countable to  the  people  65  or  older.  From  those  figures  you  may  be 
able  to  derive  some  sort  of  a  projected  figure.  The  average  prescrip- 
tion charge  for  everybody  runs  about  $3.43  today. 

We  know  of  course  that  there  are  some  more  expensive  ones  and 
we  also  know  that  there  are  many  cheaper  prescriptions.  Our  study 
is  limited  entirely  to  the  cost  of  the  drugstore  in  processing  a  prescrip- 
tion, all  prescriptions,  not  only  welfare  prescriptions,  but  prescrip- 
tions for  private  patients,  for  those  that  pay  for  them. 

I  am  sorry  that  I  can't  give  you  any  more  information  than  that. 

Mr.  Ullman.  But  I  don't  think  the  real  problem  of  drug  cost  comes 
from  the  processing  in  the  drugstore  as  much  as  it  does  from  the  basic 
cost  of  the  drug.  You  obviously  are  not  going  to  get  into  any  of  the 
problems  of  generic  drugs  or  the  relative  costs  of  brand  name  drugs. 

Mr.  Cohen.  No,  we  are  not  getting  into  that  area  because  pharma- 
cists fill  prescriptions  on  order  and  they  fill  prescriptions  for  branded 
products  as  well  as  generic  drugs.  It  is  not  their  choice  really  to  dis- 
pense what  they  want  to  dispense.  They  dispensed  prescriptions  as  are 
ordered  by  the  physicians  as  a  rule. 

Mr.  Ullman.  I  wish  you  could  come  up  with  some  answers.  I 
personally  would  like  to  see  drugs  included,  but  I  can't  for  the  life  of 
me  see  how  we  can  afford  to  do  it  on  an  open  ended  basis  with  the 
tremendous  cost  of  some  of  the  drugs  that  are  on  the  market  today 
that  might  be  overutilized  if  there  was  no  personal  responsibility  for 
paying  for  them  on  the  part  of  the  individual. 

Mr.  Cohen.  Well,  you  now  have  some  records  and  some  figures 
that  maybe  you  could  use  under  title  XIX  where  drugs  are  being  fur- 
nished to  the  indigent.  Perhaps  you  could  derive  some  basis  from 
studying  drug  expenditures  under  title  XIX.  We  intend  to  continue 
gathering  this  information  as  much  as  posible  and  there  are  others 
in  the  field  that  are  doing  likewise,  and  I  understand  that  HEW  is 
going  to  conduct  a  study  of  their  own  on  drugs. 
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I  think  that  collectively  and  cooperatively  you  may  be  able  to  have 
some  substantial  data  that  you  could  base  these  costs  on. 
Mr.  Ullman.  Thank  you. 
The  Chairman.  Mr.  Curtis. 

Mr.  Curtis.  On  this  same  point,  do  the  private  health  insurance 
policies  cover  drugs?    Some  do,  don't  they? 

Mr.  Cohen.  Yes,  they  do,  Mr.  Curtis.   Some  do 

Mr.  Curtis.  I  guess  there  would  be  some  data  available  from  their 
experience.    Do  you  imagine  there  would  ? 

Mr.  Cohen.  I  think  so,  yes,  sir. 

Mr.  Curtis.  I  didn't  interrogate  on  this,  but  I  think  if  we  could  get 
whatever  data  in  available  from  those  people  on  this  subject  it  would 
be  very  beneficial.  One  other  point  on  data.  I  have  always  heard 
the  expression  that  the  drug  cost  for  older  people,  people  over  65,  is 
larger  than  for  other  age  groups,  and  from  a  subjective  test  I  can  see 
that  this  is  probably  true. 

Have  there  been  any  statistics  developed  on  this,  do  you  know  ? 

Mr.  Cohen.  Not  that  I  am  aware  of,  sir,  but  sometimes  drug  costs 
may  be  misinterpreted  as  being  high  for  older  people  because  they 
are  

Mr.  Curtis.  No;  I  didn't  mean  it  from  the  standpoint  of  cost.  I 
meant  as  the  proper  cost  in  order  to  meet  their  health  needs,  that  it  is 
a  bigger  cost  item  for  them.  I  didn't  mean  that  they  were  being  un- 
fairly charged  in  any  sense.  No ;  I  am  talking  about  whether  or  not 
for  age  groups  over  65  the  element  of  the  cost  for  drugs  in  their  total 
health  bill  is  greater  than  that  for  other  age  groups. 

The  question  is  do  you  know  whether  there  has  been  any  data 
developed  on  that? 

Mr.  Cohen.  Not  that  I  am  aware  of,  sir. 

Mr.  Curtis.  Would  you  tend  to  agree  with  the  subjective  comment 
that  I  made,  that  it  would  be  your  impression  that  it  is  a  higher  ele- 
ment for  people  over  65  as  part  of  their  health  bill  ? 

Mr.  Cohen.  Well,  I  was  going  to  try  to  explain  that.  First  of  all, 
they  are  on  maintenance  drugs  for  the  rest  of  their  lives. 

Mr.  Curtis.  Yes. 

Mr.  Cohen.  And  that  is  what  I  meant  by  referring  to  chronic 
patients. 
Mr.  Curtis.  That  is  right,  yes. 

Mr.  Cohen.  They  have  to  depend  on  drugs  as  long  as  they  live. 

Mr.  Curtis.  That  is  very  responsive  and  that  is  the  kind  of  thing  I 
was  thinking  about,  if  your  organization  or  someone  else  in  developing 
statistics  could  throw  some  light  on  that  in  a  statistical  way  rather 
than  just  a  subjective  way. 

Mr.  Cohen.  I  think  that  figures  according  to  classes  of  drugs  are 
available  that  would  apply  to  older  people  according  to  class,  and  I 
think  this  most  recent  American  Druggist  survey  does  elaborate  on 
those  points. 

Mr.  Curtis.  Mr.  Chairman,  didn't  we  in  the  income  tax  area  where 
we  gave  deductions  for  cost  of  drugs  develop  any  statistics  on  this? 
What  is  the  law  there?  We  do  permit  or  did  permit  part  of  the  drug 
costs.    Wasn't  that  confined  to  older  people  ? 

Well,  there  might  be  some  data  for  the  record  on  that. 
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Mr.  Cohen.  One  other  point.  It  isn't  unusual  for  a  physician  to 
prescribe  large  quantities  of  a  maintenance  drug  in  order  to  exercise 
economy  for  the  patient  and  sometimes  that  is  projected  as  a  large 
cost.  Naturally  it  would  be  more  for  1,000,  or  500,  or  even  100 
than  it  would  be  for  20  or  30  of  the  same  medication. 

Mr.  Curtis.  Yes,  that  is  very  true.    Thank  you  very  much. 

The  Chairman.  Any  further  questions  ?    Mr.  Vanik. 

Mr.  Vanik.  With  regard  to  the  material  that  you  are  providing 
Mr.  Curtis,  I  wonder  if  you  couldn't  perhaps  include,  in  addition 
to  the  cost  of  preparing  this  prescription,  the  full  cost,  the  full  study, 
on  the  10  drugs  most  commonly  used  by  the  elderly  for  maintenance 
or  life  preservation  ? 

In  other  words,  instead  of  just  relating  it  solely  to  the  cost  of  pre- 
scriptions, include  the  cost  to  the  druggist  so  that  we  can  run  it 
through  for  10  drugs,  right  straight  through  to  the  consumer.  Is 
that  possible  ? 

Mr.  Cohen.  Yes,  that  is  possible.  We  will  take  that  into  considera- 
tion. 

Mr.  Vanik.  Thank  you. 

The  Chairman.  Any  further  questions  of  Mr.  Cohen? 
If  not,  Mr.  Cohen,  again  we  thank  you,  sir. 
Mr.  Cohen.  Thank  you. 

Mr.  Utt.  Mr.  Chairman,  I  would  like,  at  this  point  in  the  record, 
to  ask  permission  for  the  inclusion  of  a  statement  of  the  Southern 
California  Pharmaceutical  Association.  It  is  submitted  by  David  W. 
Fleming,  legal  counsel,  of  the  association. 

Mr.  Chairman.  Without  objection,  the  statement  from  the  Southern 
California  Pharmaceutical  Association  will  appear  at  this  point  in  the 
record. 

Statement  of  David  W.  Fleming,  Legal  Counsel,  Southern  California  Phar- 
maceutical Association,  Ltd. 

Mr.  Chairman  and  Gentlemen  of  the  Committee,  the  undersigned  is  counsel  for 
the  Southern  California  Pharmaceutical  Association,  Ltd.  This  association, 
through  its  counsel,  appreciates  the  opportunity  to  express  its  views  herein  on 
H.R.  5710. 

The  Southern  California  Pharmaceutical  Association,  Ltd.,  is  composed  of 
over  1,100  pharmacies  in  the  11  southern  California  counties  of  Los  Angeles,  Im- 
perial, Inyo,  Kern,  Orange,  Riverside,  San  Bernadino,  San  Diego,  San  Luis 
Obispo,  Santa  Barbara,  and  Ventura. 

Membership  in  the  SCPA  is  representative  of  the  following  local  pharmaceuti- 
cal associations  in  the  southern  California  area  : 

Central  Coast  Counties  Pharmaceutical  Association ;  East  Los  Angeles  County 
Pharmaceutical  Association ;  Glendale-San  Fernando  Valley  Pharmaceutical  As- 
sociation ;  Hollywood-Wilshire  Pharmaceutical  Association ;  Kern  County  Phar- 
maceutical Association ;  Long  Beach  Pharmaceutical  Association ;  Ontario  Area 
Pharmaceutical  Association ;  Orange  County  Pharmaceutical  Association ;  Pain: 
Springs  &  Coachella  Valley  Pharmaceutical  Association ;  Pharmacists'  Profps 
sional  Society  of  San  Fernando ;  Pomona  Valley  Pharmaceutical  Association ; 
Riverside  County  Pharmaceutical  Association ;  San  Bernadino  Pharmaceutical 
Association ;  San  Diego  Pharmaceutical  Association  ;  San  Gabriel  Pharmaceuti- 
cal Association ;  Santa  Barbara  County  Pharmaceutical  Association ;  Santa  Mo- 
nica Bay  Area  Pharmaceutical  Association ;  South  Bay  Area  Pharmaceutical 
Association ;  Southeast  County  Pharmaceutical  Association ;  Ventura  County 
Pharmaceutical  Association. 

The  SCPA  wishes  to  make  its  position  clear  that  it  would  welcome  the  inclu- 
sion of  prescribed  drugs  and  biologicals  under  the  Social  Security  Act,  as  has 
been  proposed  in  the  past,  with  certain  reservations.  Good  health  care  should  be 
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available  to  all  Americans,  and  no  one  should  be  deprived  of  this  great  gift  for 
financial  reasons. 

Over  a  million  persons  aged  65  or  over  reside  in  the  11  southern  counties  of 
California.  This  association  is  therefore  understandably  interested  and  con- 
cerned in  any  legislation  under  Titles  18A  and  18B  of  the  Social  Security  Act 
and  any  efforts  to  place  drug  care  thereunder.  A  good  deal  of  the  drug  trade  of 
the  independent  pharmacists  making  up  the  SCPA  stems  from  our  senior  citizens. 

The  reservations  referred  to  above  are  as  follows  : 

1.  This  association  requests  that  in  any  amendment  of  the  Act  involving 
the  inclusion  of  drugs  and  biologicals,  the  pharmacist  be  provided  with  and 
assured  of  a  fair  return  for  the  work  and  services  he  performs  and  for  the 
products  he  sells.  Legislation  heretofore  proposed  gives  no  assurances  nor 
makes  provisions  for  a  fee  or  formulary  for  services  rendered  by  the  pharma- 
cists, but  instead  leaves  the  determination  to  three  individuals  in  the  execu- 
tive department.  While  an  advisory  group  was  provided  for  including  a 
pharmacist  in  its  composition,  the  group  was  given  no  power  other  than  to 
advise. 

2.  A  serious  problem  exists  today  involving  delinquency  in  payments  for 
drugs  under  various  state  programs,  California  being  one  of  them.  The 
problem  has  reached  such  acute  proportions  that  some  independent  pharma- 
cists are  faced  with  virtual  bankruptcy  because  of  the  seemingly  endless 
delay  in  reimbursement  by  the  State.  Magnified  on  a  national  scale,  if  such 
delays  were  allowed  to  come  about,  many  small  independent  pharmacists 
would  undergo  severe  financial  hardship.  This  association  feels  that  arrange- 
ment should  be  made  under  any  amendment  of  the  Act  providing  either  for 
payment  to  the  pharmacists  by  the  patient  and  later  reimbursement  to  the 
patient  by  the  federal  government,  or  for  a  payment  program  to  pharmacies 
which  is  far  more  expeditious  than  the  programs  currently  in  effect  at  state 
levels. 

With  the  inclusion  of  the  above  into  any  amendment  of  Title  18A  and  B  of  the 
Social  Security  Act,  this  association  strongly  urges  the  inclusion  of  prescribed 
drugs  and  biologicals  under  the  Social  Security  Act. 

In  closing,  comment  should  be  made  on  Title  19  regarding  reimbursement  to 
pharmacists  for  drugs  furnished  under  the  state  welfare  programs  and  the  afore- 
said problems  concerning  delinquent  payments.  It  is  our  hope  that  the  Committee 
will  consider  this  problem  in  reviewing  Title  19  in  view  of  the  fact  that  federal 
funds  are  involved. 

The  Southern  California  Pharmaceutical  Association  appreciates  this  opportu- 
nity to  present  its  views  on  H.R.  5710. 

The  Chairman.  Dr.  Schottland.  Dr.  Schottland,  you  have  been 
before  the  committee  in  the  past  on  many  occasions,  but  for  the  pur- 
poses of  this  record  would  you  again  identify  yourself  % 

STATEMENTS  OP  DR.  CHARLES  I.  SCHOTTLAND,  PRESIDENT-ELECT, 
AND  MELVIN  A.  GLASSER,  CHAIRMAN,  COMMISSION  ON  SOCIAL 
ACTION;  ACCOMPANIED  BY  RICHARD  J.  CLENDENEN,  CHAIR- 
MAN, COMMITTEE  ON  PUBLIC  WELFARE,  NATIONAL  ASSOCIA- 
TION OP  SOCIAL  WORKERS 

Dr.  Schlottland.  Thank  you,  Mr.  Chairman.  My  name  is  Charles 
I.  Schottland  and  I  am  here  today  with  Mr.  Melvin  A.  Glasser  and 
Mr.  Richard  J.  Clendenen  to  represent  the  National  Association  of 
Social  Workers. 

The  Chairman.  We  are  glad  to  have  all  of  you  gentlement  with  us 
and  you  are  recognized. 

Dr.  Schottland.  Thank  you,  sir.  Mr.  Glasser  and  myself  will 
present  the  association's  testimony  today.  May  I  introduce  ourselves 
first. 
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Mr.  Glasser  is  chairman  of  the  Commission  on  Social  Action  of  the 
National  Association  of  Social  Workers.  His  professional  position 
is  that  of  director  of  social  security  of  the  United  Automobile  Workers. 
He  has  studied  the  problems  of  title  XVIII  and  title  XIX;  namely, 
the  medicare  and  medicaid  programs,  and  will  testify  on  these.  His 
long  background  in  the  field  of  medical  care  makes  him  particularly 
equipped  to  handle  this  problem. 

I  might  state  also  as  to  some  of  the  questions  that  have  been  asked 
this  morning,  I  think  he  has  been  involved  in  some  studies  that  produce 
some  of  the  answers  to  them. 

As  for  myself,  I  appear  here  today  in  the  capacity  of  president- 
elect of  the  National  Association  of  Social  Workers.  Professionally, 
I  am  dean  of  the  Florence  Heller  Graduate  School  for  Advanced 
Studies  in  Social  Welfare  at  Brandeis  University.  I  will  make  our 
presentation  on  the  cash  benefits  and  coverage  proposals  of  H.R,  5710 
and  its  recommendations  with  respect  to  public  welfare  and  child 
welfare. 

I  am  pleased  also  to  introduce  Mr.  Richard  J.  Clendenen,  chairman 
of  our  committee  on  public  welfare,  who  is  professor  of  criminal  law 
administration  at  the  Law  School  of  the  University  of  Minnesota, 
and  formerly  Kentucky's  commissioner  of  child  welfare,  who  is  respon- 
sible for  preparing  our  testimony  in  the  public  welfare  and  child 
welfare  areas  and  who  would  welcome,  I  know,  an  opportunity  to 
respond  to  any  questions  in  these  areas. 

The  National  Association  of  Social  Workers  is  an  organization  of 
50,000  members  from  every  State  in  the  Union  and  every  city  in  the 
United  States  of  any  size.  Its  members  are  involved  in  the  administra- 
tion of  every  title  of  the  Social  Security  Act,  and  its  leaders  are  promi- 
nently identified  with  the  basic  Social  Security  Act  programs  of  old 
age,  survivors,  disability  and  health  insurance,  public  assistance,  child 
welfare,  medicare,  medicaid,  and  social  work  education. 

Personally,  it  is  a  privilege  and  pleasure  for  me  to  appear  before  this 
committee  again.  I  have  had  the  opportunity  of  meeting  with  this 
committee  scores  of  times  over  a  period  of  30  years,  and  was,  for  a  period 
of  4  years,  Social  Security  Commissioner  under  President  Eisenhower. 
Over  these  years,  I  have  been  constantly  impressed  with  the  careful, 
imaginative  and  frequently  vigorous  consideration  with  which  this 
committee  has  tackled  the  problems  of  social  security  and  public 
welfare. 

Once  again,  the  committee  has  an  opportunity  to  improve  the  social 
security,  public  welfare,  and  medical  care  programs  of  the  country 
through  the  bill  now  before  the  committee ;  namely,  H.R.  5710.  It  is 
the  belief  of  our  association  that  this  bill,  embodying  the  recommenda- 
tions of  President  Johnson,  is  an  essential  step  forward  in  assuring  to 
the  American  people  sounder  and  more  effective  programs  in  the  areas 
covered  by  this  bill. 

It  is  not  possible  in  the  brief  time  allotted  to  cover  every  aspect  of 
H.R.  5710,  and  I  should  like  to  touch  briefly  only  upon  some  segments 
of  it  as  they  relate  to  the  official  positions  of  our  association.  We 
request  your  approval,  Mr.  Chairman,  to  file  the  full  statement  for  the 
record. 

Mr.  Ullman.  (presiding).  Without  objection  the  full  statement 
will  be  included. 

(The  statement  referred  to  follows :) 
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Statement  of  Charles  I.  Schottland,  President-Elect,  and  Melvin 
A.  Glasser,  Chairman,  Commission  on  Social  Action 

Mr.  Chairman  and  Members  of  the  Committee,  my  name  is  Charles  I.  Schott- 
land, and  I  am  here  today  with  Mr.  Melvin  A.  Glasser  and  Mr.  Richard  J. 
Clendenen  to  represent  the  National  Association  of  Social  Workers,  Mr.  Glasser 
and  myself  will  represent  the  Association's  testimony  today.  May  I  introduce 
ourselves  first?  Mr.  Glasser  is  Chairman  of  the  Commission  on  Social  Action 
of  the  National  Association  of  Social  Workers.  His  professional  position  is  that 
of  Director  of  Social  Security  of  the  United  Automobile  Workers.  He  has 
studied  the  problems  of  Title  XVIII  and  Title  XIX,  namely,  the  Medicare  and 
Medicaid  programs,  and  will  testify  on  these.  His  long  background  in  the  field 
of  medical  care  makes  him  particularly  equipped  to  handle  this  problem.  As 
for  myself,  I  appear  here  in  the  capacity  of  President-elect  of  the  National  As- 
sociation of  Social  Workers.  Professionally,  I  am  Dean  of  the  Florence  Heller 
Graduate  School  for  Advanced  Studies  in  Social  Welfare  at  Brandeis  Univer- 
sity. I  will  make  our  presentation  on  the  cash  benefits  and  coverage  proposals 
of  H.R.  5710  and  its  recommendations  with  respect  to  public  welfare  and  child 
welfare. 

I  am  pleased  also  to  introduce  Mr.  Richard  J.  Clendenen,  Chairman  of  our 
Committee  on  Public  Welfare,  who  is  Professor  of  Criminal  Law  Administration 
at  the  Law  School  of  the  University  of  Minnesota,  and  formerly  Kentucky's 
Commissioner  of  Child  Welfare,  who  is  responsible  for  preparing  our  testimony 
in  the  public  welfare  and  child  welfare  areas  and  who  would  welcome,  I  know, 
an  opportunity  to  respond  to  any  questions  in  these  areas. 

The  National  Association  of  Social  Workers  is  an  organization  of  50,000 
members  from  every  state  in  the  Union  and  every  city  in  the  United  States  of 
any  size.  Its  members  are  involved  in  the  administration  of  every  title  of  the 
Social  Security  Act,  and  its  leaders  are  prominently  identified  with  the  basic 
Social  Security  Act  programs  of  Old  Age,  Survivors,  Disability  and  Health  In- 
surance, Public  Assistance,  Child  Welfare,  Medicare,  Medicaid,  and  social  work 
education. 

Personally,  it  is  a  privilege  and  pleasure  for  me  to  appear  before  this  Com- 
mittee again.  I  have  had  the  opportunity  of  meeting  with  this  Committee  scores 
of  times  over  a  period  of  thirty  years,  and  was,  for  a  period  of  four  years,  Social 
Security  Commissioner  under  President  Eisenhower.  Over  these  years,  I  have 
been  constantly  impressed  with  the  careful,  imaginative  and  frequently  vigorous 
consideration  with  which  this  Committee  has  tackled  the  problems  of  social 
security  and  public  welfare. 

Once  again,  the  Committee  has  an  opportunity  to  improve  the  social  security, 
public  welfare,  and  medical  care  programs  of  the  country  through  the  bill  now 
before  the  Committee,  namely,  H.R.  5710.  It  is  the  belief  of  our  Association 
that  this  bill,  embodying  the  recommendations  of  President  Johnson,  is  an  es- 
sential step  forward  in  assuring  to  the  American  people  sounder  and  more  ef- 
fective programs  in  the  areas  covered  by  this  bill. 

It  is  not  possible  in  the  brief  time  allotted  to  cover  every  aspect  of  H.R. 
5710,  and  I  should  like  to  touch  briefly  only  upon  some  segments  of  it  as  they 
relate  to  the  official  positions  of  our  Association.  We  request  your  approval, 
Mr.  Chairman,  to  file  the  full  statement  for  the  record. 

our  association's  position  on  income  assurance 

Two  and  a  half  years  ago  in  November  1964,  our  Delegate  Assembly,  the  top 
governing  body  of  our  Association,  representing  our  membership  from  all  over 
the  United  States,  adopted  a  policy  statement  on  income  maintenance  which 
urged  the  implementation  of  programs  "that  would  insure  income  as  a  matter  of 
right  in  amounts  sufficient  to  maintain  all  persons  throughout  the  nation  at  a 
uniformly  adequate  level  of  living."  Since  that  time,  we  have  devoted  consider- 
able time  and  energy  to  spelling  out  how  such  a  program  might  be  developed,  and 
have  been  meeting  over  this  two-year  period  with  experts  in  and  out  of  the  gov- 
ernment in  a  thorough  discussion  of  these  matters.  As  a  result,  we  have  adopted 
as  a  program  certain  broad  objectives  against  which  we  propose  to  appraise  H.R. 
5710. 

These  objectives  include: 

First,  we  hold  firmly  that  work  will  continue  to  constitute  the  major  source 
of  income  for  most  American  families  in  the  foreseeable  future.    We  believe  it 
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essential  that  a  job  be  available  for  everybody  willing  and  able  to  work.  In  this 
pattern  we  see  the  government  as  a  provider  of  employment  for  those  individuals 
for  whom  there  are  no  opportunities  in  the  private  aeras.  These  jobs,  whether 
available  through  private  effort  or  government,  should  pay  adequate  wages. 
Our  first  position,  therefore  is  for  an  adequate  assured  income  through  assured 
employment. 

Second,  for  the  retired,  the  disabled,  and  for  children  of  the  deceased  bread- 
winner, we  want  adequate  social  insurance  benefits  and  provisions  for  health 
care. 

Third,  for  those  persons  not  in  the  labor  force  or  those  whose  work  experience 
is  so  insubstantial  as  not  to  enable  them  to  qualify  for  adequate  social  insurance 
benefits,  we  believe  consideration  needs  to  be  given  to  programs  that  provide 
income  as  a  matter  of  right  through  devices  such  as  a  federally  administered 
system  of  family  allowances  or  other  mechanisms,  many  of  which  have  been 
widely  discussed  in  the  public  press. 

In  this  connection,  we  note  with  interest  that  the  President  in  his  1967  Eco- 
nomic Report  recommended  the  appointment  of  a  Presidential  Commission  to 
study  "the  many  proposals  that  have  been  put  forward  (for  guaranteeing  in- 
come), reviewing  their  merits  and  disadvantages  and  reporting  in  two  years,  to 
me  and  to  the  American  people". 

Fourth,  regardless  of  how  well  the  above  income  providing  systems  may  work, 
a  public  assistance  program — much  diminished  undoubtedly  from  today's  pro- 
gram— based  on  Federally  enforceable  minimum  standards  and  with  need  the 
sole  criterion  for  eligibility,  will  be  needed  as  the  ultimate  guarantor  against 
deprivation. 

THE  KEY  ROLE  OP  THE  SOCIAL  SECURITY  SYSTEM 

In  this  total  scheme  for  income  maintenance  the  social  security  system  should 
be  the  key  mechanism  for  providing  income  at  "a  uniformly  adequate  level  of 
living"  to  the  great  majority  of  Americans  whose  need  arises  from  loss  of  income 
due  to  retirement,  death  of  breadwinner  or  disability. 

Actually,  we  do  not  view  the  proposals  in  H.R.  5710  as  particularly  bold  or 
innovative  and  are  convinced  that  the  great  majority  of  Americans  would  sub- 
scribe to  them  as  just  and  fair — the  rights  of  a  citizen  in  a  democratic  society. 
Moreover,  we  are  convinced  that  the  great  majority  of  Americans  are  ready  and 
willing  to  see  the  social  security  system  increasingly  used  as  a  vehicle  to  assure 
a  more  adequate  level  of  living  for  the  millions  of  Americans  for  whom  it  is  the 
primary  source  of  income. 

H.R.  5710 — AN  IMPORTANT  STEP  FORWARD 

The  benefits  proposals  of  H.R.  5710  have  our  unqualified  endorsement  and  are 
an  important  step  toward  improving  the  income  situation  for  the  millions  of  social 
security  beneficiaries  within  the  framework  of  a  largely  contributor  supported 
system.  We  applaud  the  Administration's  willingness  to  provide  an  increase 
beyond  what  accumulated  reserves  will  finance,  estimated  at  8%,  and  the  breaking 
away  from  what  many  of  us  have  feared  might  become  a  traditional  7%  increase 
each  time  benefit  levels  are  reviewed. 

H.R.  5710  with  its  15%  increase  in  benefits  doe's  assure,  together  with  the 
7%  benefit  increases  in  1958  and  1965,  a  schedule  of  benefits  that  brings  bene- 
ficiaries abreast  with  the  arise  in  cost  of  living. 

We  are  particularly  pleased  that  among  the  group  to  be  benefited  by  the 
increased  benefits  proposed  are  over  3  million  survivor  children  and  childhood 
disability  beneficiaries. 

While  our  Association  supports  completely  these  suggested  benefits  and  recog- 
nizes that  they  represent  important  progress,  we  believe  that  benefits  must  be 
higher,  as  we  will  indicate  later,  if  these  benefits  are  to  meet  more  nearly  the 
goals  of  the  social  security  program,  among  which  certainly  should  be  a  higher 
share  for  beneficiaries  in  the  Nation's  growing  prosperity. 

Again,  your  Committee  has  before  it  in  this  bill  a  proposal  to  increase  the 
wage  base  of  the  present  $6600  per  year  to  an  eventual  $10,800  for  the  years 
after  1973.  This  will  provide  for  a  built-in  assurance  that  future  retirees  will 
enjoy  a  level  of  income  more  realistically  related  to  their  expectations  and  the 
contribution  they  have  made  to  society  during  their  working  years.  As  the  mem- 
bers of  this  Committee  are  aware,  when  the  Social  Security  program  was  en- 
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acted  in  1935,  the  $3,000  base  provided  in  the  original  Act  carried  out  a  basic  ob- 
jective, namely,  the  cover  practically  all  of  the  earnings  of  American  workers.  At 
that  time,  the  $3,000  base  covered  the  full  earnings  of  97%  of  all  workers  in  the 
United  States.  The  present  base  covers  about  75%  of  all  the  earnings  of 
covered  workers,  but  unless  it  is  raised,  it  will  within  the  next  seven  years 
cover  only  67%.  Under  the  proposals  in  this  bill,  87%  of  covered  workers  will 
have  all  their  earnings  covered  in  1974.  As  the  Committee  is  aware  also,  the 
increase  in  the  benefit  base  results  in  savings  and  the  strengthening  of  the 
financial  condition  of  the  program.  Although  higher  benefits  are  provided  on 
the  basis  of  the  additional  earnings  that  are  taxed  and  credited,  the  cost  of  pro- 
viding these  higher  benefits  is  less  than  the  additional  income.  It  would  appear 
to  us  that  raising  the  wage  base  goes  a  long  way  in  assisting  this  Committee  in 
working  out  the  increased  financing  necessary  to  carry  out  the  proposals  of  the 
bill.   We  endorse  the  proposals  in  H.R.  5710  for  increasing  the  wage  base. 

Our  Association  has  been  deeply  concerned  with  the  necessity  for  the  continued 
receipt  of  old  age  assistance  by  persons  receiving  old  age  retirement  benefits. 

We  believe  that  the  provisions  in  this  bill  directed  to  low-income  workers  or 
individuals  who  were  never  covered  under  Social  Security,  such  as  the  estab- 
lishment of  a  minimum  of  $70  per  month,  the  proposal  for  a  payment  of  $4  a 
year  multiplied  by  years  of  coverage,  and  the  increase  in  benefits  for  certain 
individuals  age  72  and  over,  will  reduce  substantially  the  number  of  persons 
who  must  now  rely  on  old  age  assistance  to  supplement  their  inadequate  Social 
Security  payment.    We  endorse  these  proposals  in  H.R.  5710. 

One  of  the  controversial  features  of  Social  Security  legislation,  which  this 
Committee  has  wrestled  with  over  the  years,  is  the  amount  an  individual  should 
be  permitted  to  earn  without  having  a  deduction  from  his  benefits.  The  in- 
crease in  the  amount  an  individual  is  permitted  to  earn  without  suffering  deduc- 
tion from  his  benefits  is  a  basic  provision  in  any  design  for  a  more  comfortable 
life  for  beneficiaries,  apart  from  the  great  satisfactions  derived  from  continuing 
to  make  a  contribution  to  society.  This  bill  increases  the  permissible  earnings 
from  $1,500  to  $1,680  a  year  which  we  endorse  but  recommend  further  that  this 
be  further  liberalized  from  $1,500  to  $1,800,  and  that  the  limit  on  the  $1  withheld 
from  benefits  for  each  $2  of  earnings  be  raised  to  $3,000  instead  of  the  bill's 
proposed  $2,880. 

THE  GOAL  OF  AN  ADEQUATE  LEVEL  OF  LIVING  REMAINS  TO  BE  ACHIEVED 

Although  we  favor  strongly  the  increases  provided,  we  do  want  to  point  out 
that  a  large  number  of  beneficiaries,  dependent  primarily  upon  their  Social 
Security  benefits,  will  still  be  receiving  benefits  which  place  them  below  the  pov- 
erty line  as  established  by  the  Social  Security  Administration  and  other  an- 
alysts— $1,540  per  year  for  an  individual  living  alone,  $1,850  for  an  aged  couple, 
$3,130  for  a  family  of  four.  We  understand  that  these  statistical  measures  of 
poverty  are  based  on  what  is  absolutely  needed  for  minimum  nutrition  for  a 
temporary  period  only.  Although  the  maximum  amounts  to  which  some  people 
might  be  eligible  in  the  future  will  be  above  the  present  poverty  floor,  the  aver- 
age payment  will  be  below  the  poverty  floor  in  most  cases.  We  are  not  sug- 
gesting at  this  time  what  should  be  an  adequate  level  but  we  are  certain  that  it 
must  be  well  above  the  poverty  level  and  take  into  account  rises  in  the  cost  of 
living,  rising  wages  and  our  productive  level  as  well  as  recognition  that  we 
started  in  the  early  stages  of  Social  Security  with  a  very  inadequate  benefit 
base.  Although  subsequent  increases  have  kept  up  generally  with  the  increased 
cost  of  living,  we  have  not  made  up  the  distance  necessary  to  overcome  the  in- 
adequate start. 

If  Social  Security  is  to  remain  the  central  core  of  our  income  maintenance 
program,  we  need  to  consider  a  very  substantial  increase  in  Social  Security 
benefits.  As  a  possible,  and  we  believe  practical,  goal,  although  we  recognize 
that  this  still  will  not  provide  an  adequate  level  of  living,  we  suggest  a  minimum 
of  $100  a  month  for  a  single  individual  living  alone,  a  minimum  of  $150  a  month 
for  a  couple  and  an  average  increase  of  50%  for  all  those  above  the  minimum. 
We  believe  we  can  afford  this  goal  and  note  that  practically  every  other  industrial 
country  including  our  neighbor  to  the  North — Canada — devotes  a  larger  share  of 
its  national  income  to  social  security  purposes  than  we  do. 

To  achieve  this  goal,  and  we  are  convinced  it  is  urgent  that  we  do  so,  a  con- 
tribution from  the  general  revenues  will  be  required,  particularly  for  persons 
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already  retired  and  who  should  be  receiving  benefits,  or  if  they  are  already  re- 
ceiving benefits,  should  be  receiving  increased  benefits.  As  you  are  aware,  I 
am  sure,  the  Committee  on  Economic  Security  which  developed  the  Social  Secur- 
ity Act  33  years  ago  in  1934  made  such  a  recommendation  and  most  of  the  So- 
cial Security  Advisory  Councils  since  that  time  have  likewise  recommended  the 
use  of  general  revenues.  More  recently,  two  governmental  advisory  bodies  have 
made  similar  recommendations.  The  Advisory  Council  on  Public  Welfare  estab- 
lished by  this  Ways  and  Means  Committee  in  the  1962  Public  Welfare  Amend- 
ments and  on  which  several  members  of  the  National  Association  of  Social  Work- 
ers served,  after  noting  that  "unless  social  insurance  benefits  are  substantially 
increased,  a  much  larger  proportion  of  social  insurance  beneficiaries  will  require 
public  assistance  to  meet  their  needs"  then  stated  that  "consideration  must  be 
given  to  a  substantial  contribution  from  the  general  revenues." 

The  National  Commission  on  Technology,  Automation  and  Economic  Progress, 
composed  of  representatives  of  business,  labor  and  the  public  generally,  in  its 
February  1966  Report  to  the  President  and  the  Congress  after  noting  "that  a 
better  integrated  and  comprehensive  system  of  social  insurance  and  income 
maintenance  is  both  necessary  and  feasible  at  this  stage  in  our  history,"  recom- 
mended that  "Congress  undertake  a  detailed  review  of  the  entire  system  includ- 
ing both  its  coverage  and  financing.  There  is  danger,  in  our  view,  that  reliance 
on  a  narrow  payroll  tax  base  makes  the  system  more  and  more  regressive  as 
incomes  rise  and  other  taxes  are  reduced." 

Having  participated  in  the  deliberations  of  your  Committee  several  years  ago 
in  connection  with  the  establishment  of  the  disablity  insurance  program,  I  am 
pleased  to  note  that  the  bill  proposes  to  extend  hospital  and  medical  insurance 
protection  to  1.5  million  disabled  beneficiaries.  Since  such  disabled  generally 
have  low  income  and  are  hospitalized  more  frequently  than  the  aged,  this  exten- 
sion will  assist  a  group  most  in  need  of  such  protection. 

Before  leaving  the  subject  of  the  social  security  cash  benefits  aspect  of  the 
bill,  our  Association  would  like  to  recommend  further  that  over  the  next  several 
-years  there  be  an  increase  in  the  wage  base  to  $15,000  permitting  future  retirees 
to  attain  a  higher  level  of  benefits  by  having  an  increasing  portion  of  their 
wages  subject  to  the  Social  Security  tax.  As  we  noted  earlier,  this  will  enable 
persons  in  the  higher  income  brackets  to  provide  more  adequately  for  their 
retirement  and  at  the  same  time  assist  in  stengthening  the  financing  aspects  of 
the  system. 

While  not  citing  specific  figures,  the  1965  Report  of  the  Advisory  Council  on 
Social  Security  noted  as  the  aim  of  an  increase  in  the  taxable  limit  rhe  following : 

"The  maximum  amount  of  annual  earnings  taxable  and  creditable  toward 
benefits  needs  to  be  substantially  increased  to  maintain  the  wage-related  char- 
acter of  the  benefits,  to  restore  a  broader  financial  base  of  the  program  and  to 
apportion  the  cost  of  the  system  among  low-paid  and  high-paid  workers  in  the 
most  desirable  way." 

Social  Work  Education  Proposal 

Before  proceeding  to  discuss  the  public  welfare-child  welfare  proposals  in 
H.R.  5710,  I  believe  it  is  important  that  we  look  at  the  increasingly  rising 
demands  for  social  work  personnel  created  by  the  programs  we  are  discussing 
today  and  other  health  and  welfare  programs. 

I  would  like  to  discuss  next,  therefore,  the  urgency  for  enacting  the  Social 
Work  Manpower  and  Training  Section  (401)  of  Title  IV  of  H.R.  5710. 

Witnesses  representing  the  Council  on  Social  Work  Education,  and  others, 
will  present  support  of  this  proposal  in  detail.  I  would  like,  however,  to  com- 
ment on  its  importance,  not  only  as  the  representative  of  the  National  Associa- 
tion of  Social  Workers,  but  as  Chairman  of  a  Committee  on  Expansion  of  Social 
Work  Education  which  includes  not  only  the  National  Association  of  Social 
Workers,  but  representatives  of  the  American  Public  Welfare  Association,  the 
Council  on  Social  Work  Education,  the  National  Conference  on  Social  Welfare, 
the  National  Social  Welfare  Assembly,  National  Commision  for  Social  Work 
Careers,  the  National  Association  of  Statewide  Health  and  Welfare  Conferences 
and  Planning  Organizations,  and  the  United  Community  Funds  and  Councils 
of  America.  This  Committee  represents  many  of  the  major  sectarian  and  reli- 
gious bodies  and  the  major  national  agencies  in  the  welfare  field.  We  have 
been  concerned,  and  it  is  not  too  strong  language  to  say  alarmed,  at  the  increas- 
ing shortage  of  trained  personnel  to  man  the  various  public  and  voluntary 
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welfare  programs  in  this  country.  I  doubt  if  there  is  another  field  of  community 
endeavor  that  has  as  large  a  shortage  of  adequate  personnel. 

We  are  spending  (exclusive  of  all  types  of  social  insurance  programs)  more 
than  15  billion  dollars  a  year  in  a  variety  of  public  assistance,  public  child 
welfare,  and  voluntary  welfare  agency  programs.  In  addition,  trained  social 
welfare  personnel  are  now  being  eagerly  sought  by  private  industry ;  the  expan- 
sion of  Medicare  and  Medicaid  as  well  as  the  development  of  community  mental 
health  centers  and  other  expansions  in  the  mental  health  field,  the  development 
of  a  variety  of  local  and  state  anti-poverty  programs  stimulated  by  the  Office 
of  Economic  Opportunity's  efforts  to  make  an  impact  on  poverty  in  America ; 
the  increased  use  of  welfare  personnel  in  public  housing  and  urban  renewal 
programs — these  are  merely  indicative  of  the  new  demands  for  better  equipped 
personnel. 

This  proposal,  which  authorizes  $5  million  is  essentially  similar  to  H.R.  15311 
which  was  instroduced  by  Chairman  Wilbur  D.  Mills  in  the  last  Congress — 
members  of  this  Committee  will  recall  the  strong  support  registered  for  that 
proposal,  not  only  by  social  workers  and  schools  of  social  work,  but  by  a  wide 
range  of  voluntary  agencies  and  their  citizen  boards. — may  not  solve  the  problem 
immediately,  but  it  will  be  a  step  in  the  right  direction.  In  many  states  which 
have  no  facilities  for  training  for  such  personnel  this  proposal  will  permit  the 
initiation  of  planning  for  training  facilities,  while  in  other  states  existing  pro- 
grams will  be  strengthened. 

The  Public  Welfare-Child  Welfare  Provisions 

As  was  indicated  earlier  in  this  statement,  we  view  our  public  welfare  pro- 
gram as  another  basic  element  in  a  program  of  income  assurance.  The  Advisory 
Council  on  Public  Welfare  saw  the  public  welfare  program — concerned  as  it  is 
with  society's  most  disadvantaged  citizens,  young  and  old — as  providing  "an 
ultimate  guarantee  against  poverty  and  social  deprivation". 

We  shall  not  repeat  the  statistics  you  have  received  already  on  the  numbers 
of  persons  served  by  these  programs  annually,  but  it  seems  highly  important  to 
keep  clearly  in  mind  two  facts  about  the  total  public  welfare  case  load.  First, 
it  includes  not  only  the  aged  and  infirm  who  are  impoverished,  but  millions  of 
families  containing  more  millions  of  children.  What  we  do  or  fail  to  do  about 
public  welfare  this  year  will  have  an  impact  not  only  upon  these  persons  but 
upon  the  future  families  which  will  be  formed  by  these  children  in  coming  years. 
Secondly,  these  public  welfare  case  loads  are  not  static  but  changing — persons 
go  off  public  welfare  as  well  as  on.  Untold  numbers  of  Americans,  now  self- 
sustaining  have  at  one  time  or  another  been  a  part  of  our  public  welfare  case 
loads. 

We  take  much  satisfaction  in  the  strides  which  have  been  made  toward  more 
adequate  public  welfare  programs  through  the  adoption  of  progressive  legis- 
lative provisions  by  the  Congress  and  increased  federal  appropriations.  H.R. 
5710  continues  this  trend — so,  we  welcome  the  opportunity  to  generally  endorse 
its  provisions.  It  would  serve  no  purpose  to  review  past  progress  for  the  mem- 
bers of  a  Committee  which  has  been  so  responsible  for  it.  During  1966  the 
National  Association  of  Social  Work  completed  a  survey  of  the  impact  upon 
public  welfare  programs  of  the  1962  Public  Welfare  Amendments.  Seventeen 
local  chapters  in  thirteen  states  and  the  District  of  Columbia  participated. 
Although  the  survey  revealed  considerable  differences  among  communities  in 
program  development,  substantial  gains  were  noted  not  only  in  program  growth 
but  also  in  improved  public  attitudes  toward  public  welfare  and  toward  public 
assistance  recipients.  Mr.  Chairman,  I  would  like  to  submit  a  summary  report 
of  this  survey  for  the  record. 

What  we  need  to  focus  upon  here  today  is  the  long  way  yet  to  be  travelled  be- 
fore public  welfare  can  provide  an  effective  "ultimate  guarantee  against  poverty 
and  social  deprivation".  So  in  our  testimony  today,  we  shall  not  take  up  in 
detail  the  provisions  of  H.R.  5710  one-by-one.  Instead,  we  shall  comment  upon 
only  a  few  of  the  very  important  matters  with  which  it  is  concerned.  Our  com- 
ments on  revisions  in  Title  XIX — Medical  Assistance  to  the  Needy — will  be 
presented  separately  and  later  in  our  testimony. 

STATES  TO  BE  REQUIRED  TO  MEET  100  PERCENT  OF  THEIR  OWN  SUBSISTENCE  BUDGET 

Approximately  8  million  people  are  today  receiving  a  precariously,  even  disas- 
trously, low  level  of  public  assistance.  A  priority,  therefore,  must  be  a  signifi- 
cant increase  in  their  standards  of  assistance. 
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We  endorse  the  provision  in  H.R.  5710— Section  202  of  Title  II— which  would 
require  states  to  meet  the  full  need  of  eligible  persons  as  a  significant,  though 
insufficient,  step  forward.  Assistance  payments  which  meet  only  a  percentage  of 
what  is  required  to  provide  a  very  minimal  living  standard  is  destructive  of  the 
very  purpose  and  mission  of  public  welfare.  We  also  strongly  urge  that  the 
Department  of  H.E.W.  be  authorized  to  establish  a  national  floor  for  all  assist- 
ance categories,  varied  to  recognize  regional  cost-of-living  differences  at  a  level 
which  has  been  determined  as  necessary  to  the  maintenance  of  human  decency. 
Such  a  step  would  require  increasing  the  amount  of  Federal  participation  as 
a  means  of  helping  states  bring  payments  up  to  the  national  floor. 

In  this  connection,  we  wish  to  call  the  Committee's  attention  particularly  to 
the  sharply  disadvantaged  position  of  programs  for  children  in  the  matter  of 
federal  financial  support.  That  children  and  families  should  become  the  ob- 
jects of  such  adverse  discrimination  seems  particularly  antithetical  to  the  value 
which  America  places  upon  protection  and  development  of  its  children  and 
of  family  life  as  the  basic  institution  for  the  nurture  of  its  young  citizens. 
5fet,  the  share  of  financial  costs  which  the  federal  government  is  authorized 
to  pay  is  substantially  less  for  the  AFDC  mother  or  child,  for  example,  than 
for  the  aged,  blind  or  disabled.  The  maximum  amount  which  the  Federal 
government  will  share  in  paying  is  $32  per  month  under  AFDC  but  $75  per 
month  for  the  aged,  the  disabled  and  the  blind.  And  even  more  seriously  disad- 
vantaged in  terms  of  federal  support  for  meeting  his  need  is  the  child  who  must 
depend  upon  child  welfare  services. 

Again  we  note  that  while  Section  202  is  a  step  in  the  right  direction  for  children, 
however,  the  result  will  still  be  the  continuance  of  hundreds  of  thousands  of 
families  at  a  below  poverty  level  until  action  is  taken  with  respect  to  standards 
of  assistance  and  the  federal  contribution. 

CHILD  WELFARE  SERVICES 

In  large  part,  child  welfare  services  care  for  our  most  deprived  and  endan- 
gered children — the  neglected,  the  abandoned,  the  abused  child — the  child  who 
is  without  a  family  or  in  a  family  where  he  is  subject  to  gross  neglect  or  physical 
abuse.  Surely,  we  can  afford  to  provide  adequately  for  the  protection  of  these 
peculiarly  helpless  victims  of  real  tragedy. 

We  endorse  Section  235  of  Part  3  which  provides  for  some  increase  in  federal 
participation  in  meeting  the  costs  of  salaries  for  child  welfare  personnel  and 
training,  but  this  provision  falls  far  short  of  real  remedy  for  our  long-standing 
neglect  of  child  welfare  services.  The  75%  matching  by  federal  funds  of  state 
expenditures  for  child  welfare  personnel,  as  proposed  in  H.R.  5710,  would  apply 
only  to  new  and  additional  state  expenditures.  This  would  not  produce  the 
substantially  increased  federal  support  imperatively  needed.  As  a  minimum,  we 
believe  that  the  75%  Federal  matching  should  apply  to  total  expenditures  made 
for  staff  services  and  training  during  any  fiscal  year,  and  recommend  that  Section 
235  of  Part  3  be  amended  to  this  end. 

It  is  also  our  point  of  view  that  this  provision  would  still  not  go  far  enough, 
even  if  amended  as  we  suggest.  Unless  and  until  we  provide  significant  federal 
support  for  child  welfare  services  including  greatly  enlarged  participation  in 
the  costs  of  day  care,  homemaker  services,  foster  care  and  the  range  of  other 
services  particularly  essential  to  the  development  and  protection  of  the  most 
neglected  part  of  our  population,  our  child  welfare  programs  will  continue  to 
be  too  limited  and  weak  to  carry  out  their  vital  mission.  Further,  until  we  pro- 
vide the  same  degree  of  support  for  child  welfare  services  as  for  other  public 
welfare  programs,  states  will  continue  their  tendency  to  allot  any  additional 
dollars  to  those  programs  yielding  higher  federal  returns,  and  the  sufferers  in 
all  this  will  be  our  most  endangered  children.  We  urge  full  federal  support  for 
the  development  of  child  welfare  services. 

AID  TO  FAMILIES  OF  CHILDREN  WITH  UNEMPLOYED  PARENTS  SHOULD  BE  MADE 

MANDATORY 

Continuing  Our  particular  concern  for  protecting  and  strengthening  family 
life,  we  strongly  endorse  Section  208  of  Title  II  which  would  make  permanent 
the  provision  for  Federal  participation  in  payments  of  aid  to  families  with 
dependent  children  in  cases  where  the  father  is  unemployed.    We  recommend, 
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however,  that  this  program  be  made  mandatory  for  all  states  beginning  not  later 
than  July  1,  1969.  It  should  be  contrary  to  national  policy  to  permit  children  to 
suffer  serious  deprivation  because  their  fathers  are  unemployed.  We  urge  that 
this  program  be  made  mandatory  not  only  out  of  concern  about  the  serious  hard- 
ships experienced  by  many  families  in  which  the  fathers  have  been  long  unem- 
ployed, but  also  because  these  same  families  may  be  physically  broken  when 
unemployed  fathers  actually  desert  their  families  simply  to  qualify  them  for  the 
AFDC  program.  It  should  be  emphasized  that  statistics  demonstrate  that 
AFDC  does  not  become  a  way  of  life  for  families  needing  assistance  because  of  un- 
employment. The  average  duration  of  the  AFDC-UP  case  nationally  is  slightly 
more  than  nine  months.  It  should  be  required  that  every  AFDC-UP  program 
be  operated  in  conjunction  with  community  work  and  training  experience  as  a 
means  of  assisting  unemployed  family  heads  into  meaningful  employment. 

DESIRABILITY   OF  INCOME  INCENTIVES   PARTICULARLY  FOR  AFDC  FAMILIES 

Because  of  its  meaning  for  family  life,  we  wish  to  offer  special  support  for  the 
proposals  in  Section  201  of  Title  II  which  deal  with  the  subject  of  exempting 
certain  earned  income  by  the  aged,  the  permanently  and  totally  disabled  and 
the  extension  of  present  provisions  for  AFDC  families  to  parents  and  children 
over  18.  The  extension  of  these  provisions  to  AFDC  mothers  is  sometimes 
protested  as  a  violation  of  the  very  purpose  of  the  program  which  is  to  enable 
mothers  to  remain  at  home  to  care  for  their  children.  The  intent  here,  however, 
is  not  to  provide  for  full-time  employment,  but  to  give  these  mothers  the  same 
opportunity  which  other  American  mothers  have  to  enrich  family  living  a  little 
bit  through  supplementing  family  income  through  part-time  employment.  With 
an  income  ranging  from  less  than  $100  per  month  to  a  high  of  $230  per  month 
for  a  family  of  four  members,  some  exempted  income  seems  essential  to  mere 
survival. 

Finally,  we  raise  the  question  as  to  whether  equity  does  not  require  that  parents 
and  children  over  18  in  an  AFDC  family  should  be  permitted  the  same  income 
exemption — initial  exemption  is  $85  a  month — on  earnings  in  non-poverty  pro- 
gram employment  now  provided  for  in  the  Economic  Opportunity  Act  for  those 
parents  and  children  over  18  who  are  employed  in  Economic  Opportunity  Act 
financed  projects. 

MAKING  PERMANENT  VARIOUS  OF  THE  1962  PUBLIC  WELFARE  AMENDMENTS 

We  support  the  provisions  of  H.R.  5710  which  would  make  permanent  pro- 
grams for  protective  payment  under  the  AFDC  program,  provision  of  temporary 
assistance  to  U.S.  citizens  returned  from  other  countries  and  the  program  for 
children  where  the  parent  is  unemployed  with  the  modification  as  indicated 
earlier  that  we  urge  that  this  latter  program  be  made  mandatory  on  the  states. 

TEMPORARY  ASSISTANCE  FOR  MIGRATORY  WORKERS  AND  THE  NEED  TO 
ELIMINATE  RESIDENCE  REQUIREMENTS 

While  we  support  section  207  which  would  provide  project  grants  to  individuals 
who  are  migratory  workers,  we  urge  rather  that  consideration  be  given  to  elim- 
inating residence  requirements,  providing,  if  necessary,  project  grant  funds  to  the 
States  to  encourage  such  elimination  of  residence. 

We  find  no  solid  evidence  that  in  those  States  which  have  eliminated  residence 
requirements  there  has  been  a  significant  increase  in  assistance  costs  due  to  an 
influx  of  nonresidents. 

In  summary,  we  urge,  particularly  the  enactment  of  legislation  which  would 
require  States  to  meet  full  need  of  recipients,  provide  assistance  to  the  needy 
children  of  unemployed  parents,  and  permit  income  incentives  for  AFDC  families. 

We  further  urge  full  Federal  financing  for  the  cost  of  services  broadly  defined 
in  the  child  welfare  field. 

Mr.  Chairman,  I  now  shall  turn  to  Mr.  Glasser  to  present  our  statement  with 
respect  to  titles  XVIII  and  XIX. 

The  passage  of  Medicare  and  Medicaid  in  1965  was  a  major  step  forward  in 
recognizing  that  the  right  to  good  health  is  one  to  which  all  Americans  are 
entitled.    In  philosophy  and  approach  it  is  implementation  of  a  program  goal 
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which  has  been  an  integral  part  of  the  position  of  our  Association  for  a  number 
of  years. 

The  National  Association  of  Social  Workers,  as  one  of  the  early  supporters  of 
these  programs,  believes  major  constructive  progress  has  been  made  in  achieving 
their  objectives  and  in  implementing  the  legislative  intent.  We  wish  particu- 
larly to  express  our  commendation  to  the  Department  of  H.E.W.,  the  Social 
Security  Administration,  the  Welfare  Administration,  and  the  Children's  Bureau, 
for  theirs  has  been  a  Herculean  task  in  developing  administrative  structure  and 
regulations  to  carry  out  the  intent  of  Congress.  The  skill  and  the  commitment 
with  which  the  officials  of  Government  have  addressed  themselves  to  the  prob- 
lems involved  are  heartening  reaffirmation  of  the  ability  and  integrity  of  the 
Government  officials  responsible  for  these  programs. 

At  the  same  time  our  association  recognizes  that  the  officials  of  Government  at 
the  federal  level,  as  well  as  at  the  state  levels,  have  been  handicapped  by  pro- 
gram deficiencies  that  have  made  their  job  even  more  difficult. 

Of  even  greater  importance  is  the  fact  that  in  our  judgment  the  program 
recipients  have  faced  impediments  to  obtaining  early  and  good  care  which 
derived  from  deficiencies  in  the  present  legislation,  which  we  sincerely  hope  will 
be  corrected  by  the  Ninetieth  Congress. 

Title  XVIII — Medicare 

The  proposals  we  shall  present  with  respect  to  Title  XVIII — Medicare  are 
primarily  directed  toward  increasing  availability  and  improving  health  care 
services  or  assuring  more  effective  organization  of  services  and  surveillance  of 
the  programs. 

As  a  basic  proposal  in  the  area  of  surveillance  of  the  program,  we  recommend : 

INSTITUTION  OF  FORMAL  COST  AND  QUALITY  CONTROL  PROGRAMS  TO  DEAL  WITH  THE 

ESCALATION  OF  COSTS 

In  the  first  six  months  of  operation  Medicare  provided  more  than  $1  billion 
in  benefits  for  more  than  2V2  million  hospital  patients.  More  than  3%  million 
persons  were  treated  by  physicians  under  the  Medicare  voluntary  insurance 
coverage  of  Part  B.   Medicare  paid  $100  million  of  that  cost. 

But  the  effect  of  the  Medicare  and  Title  XIX  programs  goes  beyond  the  direct 
program  recipients=  In  effect  it  influences  the  costs  of  all  medical  care  in  the 
United  States.  We  view  with  the  greatest  concern  the  reports  of  the  Bureau  of 
Labor  Statistics  that  in  1966  the  costs  of  all  medical  services  in  the  U.S.  rose 
twice  as  rapidly  as  the  increase  in  the  cost  of  living.  The  costs  of  hospital  care 
rose  5  times  more  rapidly  than  the  increase  in  cost  of  living,  and  the  costs  of 
physicians'  fees  rose  almost  2y2  times  as  rapidly  as  the  increase  in  the  cost  of 
living. 

We  recognize  that  Medicare  alone  was  not  responsible  for  these  increases  in 
costs.  But  knowledgeable  students  of  the  field  are  generally  agreed  that  the  larg- 
est single  factor  in  escalation  of  medical  care  costs  was  the  Medicare  programs. 

There  are  not  now  formal  cost  and  quality  control  programs  associated  with 
Medicare.  We  are  convinced,  difficult  as  these  are  to  implement,  that  they  must 
be  mandated  into  new  legislation  if  in  fact  the  purposes  of  the  Medicare  programs 
are  not  to  be  thwarted. 

The  following  proposals  are  directed  toward  increasing  availability  and 
improving  health  care  services. 

REMOVE  THE  DEDUCTIBLES  AND  CO-INSURANCE  FROM  PARTS  A  AND  B 

The  Committee  has  already  had  ample  testimony  of  the  endless  complexities  of 
understanding  and  administering  the  deductibles  and  co-insurance.  In  fact,  it  is 
our  belief,  supported  by  other  knowledgeable  persons  in  the  field,  that  the  deducti- 
bles serve  no  useful  purpose  in  saving  costs,  for  the  administrative  complexities 
are  such  that  an  undue  proportion  of  funds  must  be  spent  on  processing  claims. 
For  example,  National  Blue  Cross  reports  that  60%  of  the  outpatient  claims 
forms  filed  resulted  in  no  Medicare  benefits — but  because  of  the  deductible  fea- 
tures these  claims  had  to  be  filed.  Furthermore,  the  $40  deductible  feature  on 
hospital  care  has,  in  the  opinion  of  most  observers  including  cur  own  membership, 
not  had  favorable  effect  upon  the  utilization  of  hospital  care. 
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On  the  other  hand,  particularly  with  relation  to  the  Part  B  benefits,  the  deduc- 
tibles and  co-insurance  have  a  negative  effect  in  that  they  act  as  deterrents  to 
older  people  going  for  care  early  when  more  serious  conditions  could  be  pre- 
vented. In  this  sense  the  legislation  as  now  written  is  self-defeating  and  while 
the  initial  cost  may  be  higher,  in  the  long  run,  we  are  convinced  substantial 
savings  would  be  effected  if  good  medical  care  principles  were  applied  and  deter- 
rents to  early  diagnosis  and  treatment  in  the  form  of  deductibles  and  co-insur- 
ance were  promptly  eliminated. 

We  cannot,  however,  stress  too  greatly  that  the  present  regulations  with 
deductible,  co-insurance,  different  restrictions  for  nervous  and  mental  diseases, 
and  now  a  new  proposed  Part  C,  must  in  the  short  and  long  run  be  self-defeating. 
The  elderly  person  is  bewildered  by  Government  programs  which  in  essence 
require  him  each  time  he  must  see  a  physican  or  go  to  the  hospital  to  bring  the 
competence  of  an  income  tax  expert  to  the  experience.  The  Congress  must  help 
to  simplify  and  make  far  more  understandable  these  programs  than  they  are 
at  the  present  time. 

EXTEND  THE  MAXIMUM  HOSPITAL  CARE  COVERAGE  PER  SPELL  OF  ILLNESS  FROM  90  TO 

180  DAYS 

Medical  necessity  rather  than  arbitrary  limits  should  set  hospital  care  cover- 
age. While  only  a  very  small  percentage  of  patients  require  more  than  90  days 
of  care  in  a  hospital,  it  is  these  patients  who  are  the  most  seriously  ill  and  who 
should  not  be  cut  offJ  Control  of  in-hospital  stays  properly  rests  with  appro- 
priate utilization  committees,  not  with  legislative  mandates.  In  fact,  with 
appropriate  controls  it  is  not  likely  that  doubling  the  coverage  per  spell  of 
illness  would  in  any  serious  way  increase  costs.  It  would,  however,  provide  more 
rational  medical  care. 

INCLUDE  PAYMENTS  TO  HOSPITAL  BASED  PHYSICIANS  UNDER  PART  A,   NOT  PART  C 

We  believe  that  an  unfortunate  and  retrogressive  step  was  adopted  by  the 
Congress  when  certain  hospital  based  physicians  like  radiologists,  pathologists 
and  physiatrists  were  separated  out  from  Part  A.  This  has  created  admin- 
istrative diculties  for  hospitals,  has  been  disruptive  of  relations  between  patients 
and  hospitals,  has  increased  the  paper  work  and  added  to  the  costs  which  the 
patients  must  bear.  We  urge  the  Congress  to  eliminate  this  self-seeking  measure 
in  behalf  of  a  small  group  of  physicians  and  put  the  reimbursement  back  where 
it  belongs  under  Part  A. 

We  oppose  the  creation  of  a  new  Part  C  for  it  will  add  another  factor  in  the 
already  complex  administrative  process,  contribute  to  the  confusion  of  the 
patient,  and  add  to  the  mountain  of  paper  work  which  is  endangering  the 
effective  administration  of  the  program. 

PROVIDE  FOR  DIRECT  ADMISSION  TO  AN  EXTENDED  CARE  FACILITY  UPON  CERTIFICATION 

OF   A  PHYSICIAN 

The  present  requirement  of  the  Law  for  a  three-day  hospitalization  period 
prior  to  transfer  to  an  extended  care  facility  is  based  upon  questionable  judgment 
of  medical  procedures  and  in  the  first  months  of  operation  appears  to  have  had  no 
effect  on  reducing  required  use  of  extended  care  facilities.  On  the  contrary,  it 
would  appear  that  this  kind  of  requirement  would  only  tend  to  escalate  hospital 
costs  as  patients  who  do  not  need  $45  per  day  services  are  now  required  to  have 
them  before  they  can  get  facility  care  which  they  actually  require — namely, 
nursing  home  care.  But  the  situation  is  even  more  complex  than  this  for  once 
a  physician  hospitalizes  a  patient  for  the  purpose  of  qualifying  him  for  nursing 
home  care  under  this  program,  there  is  a  strong  tendency  to  keep  him  in  the 
hospital  an  extra  few  days  for  other  needed  tests,  to  provide  him  with  a 
rest  so  that  he  will  be  able  to  stand  the  strain  of  transfer  to  another  facility, 
etc.,  etc.  We  believe  it  would  provide  for  better  patient  care  and  for  more 
economical  patient  care  to  drop  the  present  provision  of  the  Law. 

EXTEND  THE  PRESENT  MAXIMUM  OF  100  DAYS  OF  CARE  IN  AN  EXTENDED  CARE  FACILITY 
FOR  EACH  SPELL  OF  ILLNESS 

This,  too,  is  an  arbitrary  decision  which  adversely  affects  the  relatively  few 
patients  who  are  the  most  seriously  ill  and  require  the  longer  period  of  care. 


1708  SOCIAL  SECURITY  AMENDMENTS  OF  1967 


There  is  precedent  in  at  least  one  other  program  for  a  proposal  which  would 
provide  two  days  of  care  in  an  extended  care  facility  for  each  unused  day  of 
hospital  care.  If  hospital  care  coverage  is  extended  to  180  days  and  the  two- 
for-one  formula  is  applied,  a  more  realistic  and  equitable  system  would  be 
available  to  meet  the  needs. 

PROVIDE  FOR  PAYMENTS  FOR  PRESCRIPTION  DRUGS 

The  members  of  this  Committee  are  cognizant  of  the  fact  that  serious  consid- 
eration was  given  in  1965  to  the  inclusion  of  this  benefit  under  Part  B.  We  urge 
it  at  this  time.  Prescription  drugs  take  about  180  out  of  every  consumer  dollar 
for  medical  care  services.  When  one  considers  the  serious  limitations  on  incomes 
of  the  aged,  it  becomes  evident  that  their  health  is  being  harmed  by  not  having 
such  a  benefit  as  part  of  the  program.  Studies  over  the  years  have  shown  that 
very  substantial  numbers  of  physician  prescriptions  remain  unfilled  largely 
because  of  the  costs  involved.  If  it  is  the  intent  of  Congress  to  approach  com- 
prehensiveness of  health  care  for  the  elderly,  as  we  believe  it  is,  payment  for 
prescription  drugs  cannot  continue  to  be  an  exclusion. 

EXTEND  HEALTH  CARE  COVERAGE  TO  ALL  OASDI  BENEFICIARIES  INCLUDING  THE  PRIME 
BENEFICIARY,  HIS  DEPENDENTS  AND  SURVIVORS,  AND  SPOUSES  OF  RETIRED  WORKERS 
AT  ANY  AGE 

While  our  Association,  as  Mr.  Schottland  has  earlier  indicated,  supports  the 
Administration's  proposal  for  extension  of  health  care  to  the  disabled  benefici- 
aries, we  believe  that  this  does  not  go  far  enough.  If  the  fact  the  disabled 
worker  requires  participation  in  the  public  program  to  meet  his  medical  needs, 
it  should  be  self-evident  that  the  same  situation  would  prevail  for  his  dependents 
and  survivors.  Furthermore,  an  inequity  exists  with  regard  to  retired  worker 
beneficiaries  for  many  of  them  have  spouses  below  the  age  of  65  and  the  pur- 
poses of  the  Medicare  program  are  particularly  thwarted  by  the  need  for  the 
elderly  person  still  to  provide  for  his  wife's  medical  care  at  the  escalating  open 
market  rates,  since  if  she  is  below  65,  she  is  not  now  covered  by  the  program. 

Finally,  we  share  the  President's  deep  concern  at  the  lack  of  medical  care 
services  for  needy  children  as  expressed  in  his  message  on  the  welfare  of  children 
and  urge  as  part  of  the  approach  to  this  problem  the  inclusion  of  mothers  and 
children  now  receiving  survivor  benefits  into  Medicare. 

We  will  conclude  our  recommendation  by  reverting  again  to  those  that  deal 
with  the  organization  of  services  and  the  surveillance  of  the  program. 

LIMIT  PAYMENT  TO  PHYSICIANS  TO  THOSE  WHO  ARE  PREPARED  TO  ACCEPT  ASSIGNMENT 
AND  REIMBURSEMENT  OF  THE  USUAL  AND  CUSTOMARY  FEES  PREVAILING  IN  THEIR 
COMMUNITIES 

Experience  to  date  indicates  that  permitting  physicians  to  obtain  payment  via 
the  so-called  direct  pay  route  has  caused  unnecessary  hardship  on  patients  and 
considerable  escalation  in  costs.  The  Committee  is  doubtless  familiar  with  com- 
plaints from  all  over  the  country  of  elderly  persons  with  limited  incomes  who  in 
advance  of  receiving  medical  and  surgical  procedures  are  required  by  physicians 
to  produce  cash,  which  hopefully  they  will  receive  hack  in  whole  or  in  part  from 
the  Federal  Government.  Through  the  use  of  this  device  physicians  are  also 
inclined  to  charge  "what  the  market  will  bear"  rather  than  the  reasonable  and 
usual  cost  in  the  community.  As  the  Committee  knows,  somewhere  in  the  neigh- 
borhood of  half  the  physician  claims  are  now  being  paid  under  the  direct  pay 
basis. 

The  NASW  sees  no  reason  in  logic  or  in  medical  economics  to  permit  this  self- 
defeating  procedure  to  continue  and  strongly  urges  that  the  Committee  adopt  a 
provision  which  would  limit  Medicare  payments  to  those  physicians  who  are 
prepared  to  accept  assignment  and  reimbursement  of  the  usual  and  customary 
fees  prevailing  in  their  communities. 

PROVIDE   A   NEW   FORMULA   FOR   THE   REIMBURSEMENT   OF   PREPAID   GROUP  PRACTICE 

PLANS 

Our  Association  believes  that  in  the  coming  ten  years  a  major  surge  forward 
will  occur  in  the  organization  of  group  practice  medical  care  programs.  Sev- 
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eral  voluntary  and  governmental  commissions  which  have  studied  medical  care 
in  recent  years  have  pointed  to  this  potential  development  and  urged  its  encour- 
agement. 

We  believe  it  was  the  intent  of  Congress  to  make  possible  the  continuing 
growth  of  this  desirable  form  of  medical  practice.  Regrettably,  since  the  legis- 
lation was  written  in  1965  primarily  with  the  solo  practice  of  medicine  in  mind, 
the  application  of  regulations  has  worked  to  the  detriment  of  the  growth  of  group 
practice  plans,  particularly  prepaid  group  practice  plans.  We  recommend  the 
Congress  incorporate  a  formula  which  would  take  into  account  the  special 
organizational  needs  and  problems  of  these  programs  and  which  would  encourage 
their  growth  and  development,  both  in  the  interests  of  the  improved  quality  of 
care  and  the  more  economical  administration  of  services,  which  they  have 
already  demonstrated. 

ADVISORY  COUNCIL  ON  PERSONAL  HEALTH  SERVICES 

We  are  convinced  that  the  majority  entry  of  the  Federal  Government  into 
the  area  of  prepayment  for  personal  health  services  as  well  as  for  the  purchase 
of  personal  health  services,  it  is  of  crucial  importance  that  there  be  available  to 
the  Secretary  of  H.E.W.  an  overall  Advisory  Council  on  general  policy  in  admin- 
istration of  personal  health  services,  and  also  to  provide  him  with  direct  feedback 
on  the  responses  of  the  consumers  of  care  to  the  way  in  which  the  programs  are 
operating.  There  is  not  now  an  organized  way  in  which  the  policy  makers  in 
H.E.W.  can  be  informed  with  reasonable  promptness  on  consumer  reactions. 
Furthermore,  it  is  our  conviction  that  the  objective  of  public  medical  programs 
is  to  see  to  it  that  there  is  comprehensive  health  care  available  for  those  persons 
and  groups  covered  by  the  legislation,  and  that  there  be  a  single  health  care 
program,  and  that  the  care  be  of  uniformly  high  quality. 

To  secure  such  an  overall  Advisory  Council,  we  propose  that  Section  225  of 
Title  II,  Part  2,  dealing  with  the  Advisory  Council  for  Medical  Assistance  and 
Section  128  of  Title  I,  Part  3,  dealing  with  the  increase  in  the  membership  of 
the  National  Medical  Review  Committee,  be  merged,  and  that  there  be  substituted, 
therefore,  an  overall  section  which  would  provide  for  an  Advisory  Council  on 
Personal  Health  Services. 

We  see  such  a  Council  as  providing  for  a  central  concern  for  services  to  children, 
people  on  public  welfare,  the  aged,  regardless  of  which  segment  of  the  Depart- 
ment that  is  administering  them  and  which  section  of  the  Act  applies.  The 
emphasis  on  such  an  Advisory  Council  should  be  on  the  individual  who  is  the 
actual  or  potential  recipient  of  medical  care  rather  than  specific  programs  or 
program  segments. 

We  support  the  concept  proposed  in  Section  225  of  Title  II  that  the  Advisory 
Council  for  Medical  Assistance  have  a  majority  of  representatives  of  con- 
sumers and  believe  that  this  should  also  be  a  basic  concept  for  an  overall  Advisory 
group.  We  have,  however,  one  modification,  namely,  the  addition  of  the  words 
"representing  the  major  segments  of  the  community"  so  as  to  strengthen  the 
assurance  of  a  proper  composition  of  the  Advisory  Council.  Without  this  clause 
we  are  concerned  that  consumers  represented  might  be  selected  on  a  very  narrow 
basis  and  that  in  fact  the  disadvantaged,  minority  groups,  organized  labor  and 
other  consumer  groups  particularly  concerned  with  medical  care  might  be  ex- 
cluded from  participation.  There  is  substantial  experience  with  the  selection  of 
the  consumer  representatives  in  the  states  and  communities  as  well  as  some  of 
the  other  advisory  councils  of  Government  to  indicate  that  unless  this  qualifica- 
tion is  included  the  full  objectives  of  such  an  Advisory  Council  may  not  be 
achieved. 

Title  XIX — Medicaid 

The  NASW  has  a  deep  interest  in  the  Medical  Assistance  Amendments,  par- 
ticularly in  view  of  the  fact  that  in  most  States  they  are  administered  in  State 
Departments  of  Social  Welfare.  In  terms  of  overall  principle,  we  evaluate 
these  programs  as  to  whether  they  are  in  fact  providing  good  quality  care, 
comprehensive  in  nature,  and  with  uniform  standards. 

We  continue  to  have  concern  about  State  programs  which  through  design  or 
happenstance  provide  for  different  standards,  usually  lower  under  the  Medical 
Assistance  program,  than  they  do  under  the  Medicare  program.  We  do  not 
believe  that  this  is  sound  public  policy  and  urge  that  in  legislation  and  in 
administration  every  effort  be  made  to  remove  these  unfortunate  differentials. 


1710  SOCIAL  SECURITY  AMENDMENTS  OF  1967 


LIMITATION  OF  FEDERAL  PARTICIPATION   IN   MEDICAL  ASSISTANCE 

Our  Association  urges  the  elimination  of  Section  220  of  H.R.  5710.  There  is  not 
adequate  experience  on  which  to  base  the  kind  of  a  judgment  implicit  in  this  new 
proposed  restriction  and  there  is  already  preliminary  reaction  from  some  States, 
which  indicates  that  this  kind  of  restriction  would  not  result  in  a  raising  of  the 
level  of  public  welfare  payments  but  would  instead  result  in  a  cutback  in  Medical 
Assistance  programs.  We  face  a  unique  situation  where  a  proposal  is  being 
made  to  cut  back  programs  before  they  become  operative.  Certainly  the  needs 
are  not  different  from  when  the  legislation  was  initially  adopted  in  1965.  We 
believe  States  should  be  given  opportunity  to  experiment  with  different  formulae 
for  eligibility  and  that  the  Federal  Government  should  not  impose  the  arbitrary 
ceilings  suggested  in  this  Section. 

FEDERAL    FINANCIAL    PARTICIPATION    IN    CERTAIN    ADMINISTRATIVE  EXPENSES 

We  wholeheartedly  support  the  75%  matching  rate  for  compensating  and 
training  of  skilled  professional  medical  personnel  and  supporting  staff  engaged 
in  the  administration  of  a  State  plan  under  Title  XIX,  proposed  in  Section  224, 
where  the  employees  are  part  of  the  single  State  agency  doing  the  administering 
or  another  State  cooperating  agency.  This  provision  is  needed  to  encourage 
cooperative  planning  at  the  State  level  as  well  as  to  stimulate  development  of 
uniform  standards  in  medical  programs  at  the  State  level. 

FREE  CHOICE  BY  INDIVIDUAL 

In  accordance  with  our  earlier  comments,  under  Title  XVIII  we  support  the  pro- 
posal made  in  Section  22G  that  the  individual  eligible  for  Medical  Assistance  would 
be  free  to  choose  any  institution,  agency  or  person,  including  a  prepayment  group 
practice  plan,  qualified  to  perform  the  services  required. 

******* 

This  concludes  our  testimony  on  H.R.  5710.  The  Association  appreciates  this 
opportunity  to  present  its  views  on  what  is  acknowledgedly  a  complicated  piece 
of  legislation. 

We  are  sure  that  this  Committee,  as  it  has  in  the  past,  will  continue  to  improve 
significantly  the  social  security  and  public  welfare  provisions  in  these  programs 
so  essential  to  the  aged,  children  and  the  handicapped. 

Dr.  Schottland.  Thank  you.  We  do  not  view  the  proposals  in 
H.R.  5710  as  particularly  bold  or  innovative  and  are  convinced  that 
the  great  majority  of  Americans  would  subscribe  to  them  as  just  and 
fair. 

Moreover,  we  are  convinced  that  the  great  majority  of  Americans 
are  ready  and  willing  to  see  the  social  security  system  increasingly 
used  as  a  vehicle  to  assure  a  more  adequate  level  of  living  for  the  mil- 
lions of  Americans  for  whom  it  is  the  primary  source  of  income. 

Now,  the  benefits  proposals  of  H.R.  5710  have  our  unqualified 
endorsement  and  are  an  important  step  toward  improving  the  income 
situation  for  the  millions  of  social  security  beneficiaries  within  the 
framework  of  a  largely  contributor-supported  system.  This  bill  pro- 
poses to  increase  the  wage  base  of  the  present  $6,600  per  year  to  an 
eventual  $10,800  for  the  years  after  1973.  This  will  provide  for  a 
built-in  assurance  that  future  retirees  will  enjoy  a  level  of  income  more 
realistically  related  to  their  expectations  and  the  contribution  they 
have  made  to  society  during  their  working  years 

As  the  members  of  this  committee  are  aware,  when  the  social 
security  program  was  enacted  in  1935,  the  $3,000  base  provided  in  the 
original  Act  carried  out  a  basic  objective,  nameiy,  to  cover  practically 
all  of  the  earnings  of  American  workers. 

At  that  time  the  $3,000  base  covered  the  full  earnings  of  97  percent 
of  all  workers  in  the  United  States.  The  present  base  covers  about  75 
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percent  of  all  the  earnings  of  covered  workers,  but  unless  it  is  raised  it 
will  within  the  next  7  years  cover  only  67  percent. 

Under  the  proposals  in  this  bill  87  percent  of  covered  workers  will 
have  all  their  earnings  covered  in  1974.  As  the  committee  is  aware 
also,  the  increase  in  the  benefit  base  results  in  savings  and  the  strength- 
ening of  the  financial  condition  of  the  program.  We  believe  that  the 
provisions  in  this  bill  directed  to  low-income  workers  or  individuals 
who  were  never  covered  under  social  security,  such  as  the  establishment 
of  a  minimum  of  $70  per  month,  the  proposal  for  a  payment  of  $4  a 
year  multiplied  by  years  of  coverage,  and  the  increase  in  benefits  for 
certain  individuals  age  72  and  over,  will  reduce  substantially  the  num- 
ber of  persons  who  must  now  rely  on  old  age  assistance  to  supplement 
their  inadequate  social  security  payment  and  we  endorse  these 
proposals. 

Although  we  favor  strongly  the  increases  provided,  we  do  want  to 
point  out  that  a  large  number  of  beneficiaries  dependent  primarily 
upon  their  social  security  benefits  will  still  be  receiving  benefits  which 
place  them  below  the  poverty  line  as  established  by  the  Social  Security 
Administration  and  other  government  agencies. 

That  is  $1,540  per  year  for  an  individual  living  alone,  $1,850  for  an 
aged  couple,  $3,130  for  a  family  of  four. 

Although  the  maximum  amounts  to  which  some  people  might  be 
eligible  in  the  future  will  be  above  the  present  poverty  floor,  the 
average  payment  will  be  below  the  poverty  floor  in  most  cases. 

Although  increases  in  the  past  authorized  and  enacted  by  this  com- 
mittee have  kept  up  generally  with  the  increased  cost  of  living,  we 
have  not  made  up  the  distance  necessary  to  overcome  the  inadequate 
start  when  social  security  first  became  law. 

If  social  security  is  to  remain  the  central  core  of  our  income  mainte- 
nance program  we  need  to  consider  a  very  substantial  increase  in 
social  security  benefits.  As  a  possible,  and  we  believe  practical,  goal, 
although  we  recognize  that  this  still  will  not  provide  an  adequate  level 
of  living,  we  suggest  a  minimum  of  $100  a  month  for  a  single  in- 
dividual living  alone,  a  minimum  of  $150  a  month  for  a  couple,  and  an 
average  increase  of  50  percent  for  all  those  above  the  minimum. 

We  believe  we  can  afford  this  goal,  and  we  note  that  practically 
every  other  industrial  country  in  the  world,  including  our  neighbor 
to  the  north,  Canada,  devotes  a  larger  share  of  its  national  income  to 
social  security  purposes  than  we  do. 

To  achieve  this  goal,  and  we  are  convinced  that  it  is  urgent  that  we 
do  so,  a  contribution  from  the  general  revenues  is  desirable,  particu- 
larly for  persons  already  retired  who  should  be  receiving  benefits, 
or  if  they  are  already  receiving  benefits  should  be  receiving  increased 
benefits. 

As  you  are  aware,  I  am  sure,  the  Committee  on  Economic  Security 
which  developed  the  Social  Security  Act  33  years  ago  in  1934  made 
such  a  recommendation  and  some  of  the  social  security  councils  since 
that  time  have  likewise  recommended  the  use  of  general  revenues. 

More  recently  two  governmental  advisory  bodies  have  made  similar 
recommendations.  The  Advisory  Council  on  Public  Welfare  estab- 
lished by  this  Ways  and  Means  Committee  in  the  1962  amendments 
and  on  which  several  members  of  the  National  Association  of  Social 
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Workers  served,  after  noting  that  "unless  social  insurance  benefits 
are  substantially  increased,  a  much  larger  proportion  of  social  insur- 
ance beneficiaries  will  require  public  assistance"  then  stated  that  "con- 
sideration must  be  given  to  substantial  contribution  from  the  general 
revenue." 

The  National  Commission  on  Technology,  Automation,  and  Eco- 
nomic Progress,  composed  of  representatives  of  business,  labor,  and 
the  public  generally,  in  its  February  1966  report  to  the  President  and 
the  Congress  also  made  a  similar  recommendation. 

Having  participated  in  the  deliberations  of  your  committee  several 
years  ago  in  connection  with  the  establishment  of  the  disability  insur- 
ance program,  I  am  pleased  to  note  that  the  bill  proposes  to  extend 
hospital  and  medical  insurance  protection  to  one  and  a  half  million 
disabled  beneficiaries. 

Since  such  disabled  generally  have  low  income  and  are  hospitalized 
more  frequently  than  the  aged  themselves,  this  extension  will  assist 
the  group  most  in  need  of  such  protection.  I  would  like  to  discuss 
next,  and  very  briefly,  the  urgency  for  enacting  the  social  work  man- 
power and  training  section,  section  401  of  title  IV  of  the  bill. 

Witnesses  representing  the  Council  on  Social  Work  Education  and 
others  will  present  support  of  this  proposal  in  detail.  I  would  like, 
however,  to  comment  on  its  importance  not  only  as  representative  of 
the  National  Association  of  Social  Workers,  but  as  Chairman  of  a 
Committee  on  Expansion  of  Social  Work  Education,  which  includes 
not  only  the  National  Association  of  Social  Workers,  but  representa- 
tives of  the  American  Public  Welfare  Association,  the  Council  on  Social 
Work  Education,  the  National  Conference  on  Social  Welfare,  the 
National  Social  Welfare  Assembly,  the  National  Commission  for 
Social  Work  Careers,  the  National  Association  of  Statewide  Health 
and  Welfare  Conferences  and  Planning  Organizations,  and  the  United 
Community  Funds  and  Councils  of  America. 

This  committee  represents  most  of  the  major  sectarian  and  religious 
bodies  and  the  major  national  agencies  in  the  welfare  field.  We  have 
been  concerned,  and  it  is  not  too  strong  language  to  say  alarmed,  at 
the  increasing  shortage  of  trained  personnel  to  man  the  various  public 
and  voluntary  welfare  programs  in  this  country. 

I  doubt  if  there  is  another  field  of  community  endeavor  that  has 
such  a  large  shortage  of  adequate  personnel.  We  are  spending,  exclu- 
sive of  social  insurance,  more  than  $15  billion  in  a  variety  of  public 
assistance,  public  child  welfare,  and  voluntary  welfare  agency 
programs. 

In  addition,  trained  social  welfare  personnel  are  now  being  eagerly 
sought  by  private  industry.  The  expansion  of  medicare  and  medicaid, 
as  well  as  the  development  of  community  mental  health  centers  and 
other  expansions  in  the  mental  health  field,  the  development  of  a 
variety  of  local  and  State  and  antipoverty  programs  stimulated  by 
the  Office  of  Economic  Opportunity's  efforts  to  make  an  impact  on 
poverty,  the  increased  use  of  welfare  personnel  in  public  housing  and 
urban  renewal — these  are  merely  indicative  of  the  new  demands  for 
better  equipped  personnel. 

The  proposal  which  authorizes  $5  million  is  essentially  similar  to 
H.E.  15311  which  was  introduced  by  Chairman  Wilbur  Mills  in  the 
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last  Congress.  Members  of  this  committee  will  recall  the  strong  sup- 
port registered  for  that  proposal  by  a  wide  range  of  voluntary  agencies 
and  leading  citizens  throughout  the  country. 

It  may  not  solve  the  problem  immediately,  but  it  will  be  a  step  in 
the  right  direction. 

We  endorse  also  the  provision  in  H.R.  5710  which  would  require 
States  to  meet  the  full  need  of  eligible  persons  as  a  significant,  though 
insufficient,  step  forward. 

Assistance  payments  which  meet  only  a  percentage  of  what  is 
required  to  provide  a  very  minimal  living  standard  is  destructive  of 
the  very  purpose  and  mission  of  public  welfare.  We  strongly  urge 
that  the  Department  of  HEW  be  authorized  to  establish  a  national 
floor  for  all  assistance  categories,  varied  to  recognize  regional  cost- 
of-living  differences  at  a  level  which  has  been  determined  as  necessary 
to  the  maintenance  of  human  decency. 

Such  a  step  would  require  increasing  the  amount  of  Federal  partici- 
pation as  a  means  of  helping  State  bring  payments  up  to  the  national 
floor.  I  offer  the  comment  that  we  no  longer  permit  individual  States 
to  decide  who  shall  vote.  Why  should  we  permit  them  to  decide  who 
shall  eat  ? 

Now,  in  large  part  the  child  welfare  services  care  for  our  most 
deprived  and  endangered  children,  and  we  endorse  section  235  of 
part  3  which  provides  for  increase  in  Federal  participation  in  meet- 
ing the  cost  for  child  welfare  personnel  and  training,  but  this  provision 
falls  far  short  of  the  real  remedy  for  our  longstanding  negligence  of 
child  welfare  services. 

The  75  percent  matching  by  Federal  funds  of  State  expenditures 
for  child  welfare  personnel  would  apply  only  to  new  and  additional 
State  expenditures.  This  would  not  produce  the  substantially  in- 
creased Federal  support  imperatively  needed. 

We  believe  that  the  75  percent  Federal  matching  should  apply  to 
total  expenditures  made  for  staff  services  and  training  during  any 
fiscal  year  and  recommend  that  section  235  be  amended  to  this  end. 

In  summary,  we  urge  particularly  the  enactment  of  legislation  which 
would  require  States  to  meet  full  need  of  recipients,  provide  assist- 
ance to  the  needy  children  of  unemployed  parents,  and  permit  income 
incentives  for  AFDC  families  as  fully  set  forth  in  our  written  testi- 
mony which  I  have  not  bothered  to  read  in  the  interest  of  time. 

We  further  urge  full  Federal  financing  for  the  cost  of  services 
broadly  defined  in  the  child  welfare  field. 

Mr.  Chairman,  I  shall  now  turn  to  Mr.  Glasser  to  present  our 
statement  with  respect  to  titles  XVIII  and  XIX. 

Mr.  Ullman.  Mr.  Glasser,  we  are  happy  to  hear  you. 

STATEMENT  OF  MELVIN  A.  GLASSER 

Mr.  Glasser.  Mr.  Chairman,  the  details  of  our  statement  are  in- 
corporated in  the  written  record.    I  shall  only  speak  to  the  highlights. 

Mr.  Ullman.  Without  objection  your  full  statement  will  appear 
in  the  record. 

Mr.  Glasser.  Thank  you,  sir.  Our  association  supports  fully  the 
objectives  in  the  medicare  sections  of  the  social  security  legislation 
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and  we  believe  that  the  objectives  can  more  readily  be  achieved  with 
certain  improvements  incorporated  in  the  bill  and  certain  additional 
suggestions  we  wish  to  make. 

Before  going  into  them  I  should  say,  Mr.  Chairman,  that  our  asso- 
ciation wishes  to  say  to  this  committee  that  we  believe  the  staff  of 
HEW  has  done  a  Herculean  job  in  attempting  to  carry  out  the  intent 
of  Congress.  Because  of  the  nature  of  the  positions  of  the  people  in 
the  NASW  we  know  from  first  hand  of  the  colossal  administrative 
complexities  in  administering  this  new  law.  We  know  of  the  deficien- 
cies and  we  know,  too,  of  the  integrity  and  dedication  with  which  the 
staff  has  attempted  to  carry  out  the  will  of  Congress. 

The  first  of  my  comments  relates  to  the  need  for  cost  and  quality 
controls  about  which  there  has  been  discussion  in  this  committee  and 
which  we  believe  needs  more  attention  from  the  committee.  I  know 
the  committee  is  aware  of  the  fact  that  the  increase  in  medical  care 
costs  in  this  country  in  the  last  year  was  twice  as  rapid  as  the  increase 
in  the  cost  of  living.  Hospital  care  costs  went  up  five  times  more 
rapidly,  but  physicians'  fees  also  went  up  2%  times  more  rapidly  than 
the  cost  of  living. 

We  believe  that  there  are  a  whole  series  of  measures  that  the  com- 
mittee might  wish  to  consider  which  would  in  effect  begin  to  deal  with 
this  cost  and  quality  factor  and  we  believe  also  that  the  committee 
ought  now  to  begin  to  look  at  it  and  now  to  begin  to  plan  and  devise 
before  the  whole  cost  ascends. 

There  has  been  reference  in  the  earlier  testimony  this  morning,  Mr. 
Chairman,  to  the  question  of  utilization  of  hospital  days  and  I  have 
with  me  the  figures  on  the  experience  of  a  study  which  I  believe 
answers  the  question  raised  by  Mr.  Schneebeli,  the  experience  of  a 
study  of  6.6  million  Federal  employees  and  dependents  who  are  cov- 
ered, as  you  know,  by  a  comprehensive  prepayment  program  which  the 
Government  set  up. 

In  1962-63,  Mr.  Chairman,  the  group  practice  plans  had  444  days 
per  1,000  subscribers,  444.  The  group  practice  plans  to  which  I  refer 
include  Group  Health  Association  of  Washington,  D.C.,  Community 
Health  Association,  Detroit,  Community  Health  Association,  Cleve- 
land, Kaiser  Permanente,  Health  Foundation  plans,  and  a  number  of 
others.    They  had  444  per  1,000. 

The  Federal  employees  covered  by  Blue  Cross-Blue  Shield  in  the 
same  year  had  919  per  1,000.  The  indemnity  benefit  programs  had 
820  per  1,000.  In  the  last  year  for  which  we  have  figures,  Mr. 
Chairman — this  is  the  Federal  employees  again — 1963-64,  the  group 
practice  plans  had  451  days  per  1,000.  Blue  Cross-Blue  Shield  had 
881  days  per  1,000.    Indemnity  benefit  plans  had  880  days  per  1,000. 

This  I  submit,  Mr.  Chairman,  documents  the  statements  made  that 
in  fact  when  there  are  effective  controls  and  comprehensive  programs 
the  number  of  hospital  days  can  be  close  to  half.  This  is  obviously 
one  of  a  number  of  major  cost  control  factors  we  commend  to  the 
committee  for  further  study.  This  leads  to  the  second  recommend, 
and  that  is  we  believe,  Mr.  Chairman,  that  the  committee  should 
amend  H.K.  5710  to  limit  payment  to  physicians  who  are  prepared  to 
accept  assignment,  assignment  only. 
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We  believe  that  the  present  system  is  causing  unnecessary  hardship 
on  patients  and  we  know  it  is  causing  unnecessary  escalation  of  costs. 
The  direct  payment  method  is  an  incentive  to  increase  costs  and  has 
something  to  do  with  the  2%  times  increase  in  the  cost  of  physician's 
services  in  the  last  year. 

Mr.  Chairman,  it  has  been  testified  before  this  committee  that  ap- 
proximately 50  percent  of  the  claims  submitted  under  medicare  are 
on  direct  payment  rather  than  on  assignment.  It  has  not  been  pointed 
out  to  this  committee  that  the  present  interest  legislation  of  the  Ameri- 
can Association  of  General  Practitioners  predicts  that  within  the  year 
90  percent  of  the  claims  will  be  on  direct  payment. 

We  think  this  is  a  situation  that  cries  out  for  immediate  correction 
by  the  committee  and  we  believe  only  a  direct  assignment  and  the  pay- 
ment on  certified  bills  is  not  a  satisfactory  solution. 

Three.  We  believe,  Mr.  Chairman,  that  the  removal  of  deductibles 
and  coinsurance  from  part  A  and  part  B  is  good  economics  and  it  is 
better  medical  care.  The  purpose  of  prepayment  for  medical  care,  Mr. 
Chairman,  in  our  judgment  is  to  assure  early  and  available  diagnosis 
and  treatment.  This  is  what  is  called  secondary  prevention. 

We  believe  the  classic  insurance  principles  of  encouraging  people  to 
stay  with  their  illnesses  and  hold  on  to  them  until  they  can  afford 
to  pay  for  the  coinsurance  and  deductible  is  adverse  to  the  principles 
of  good  medicine  which  the  American  medical  profession  has  taught  us. 

We  believe,  furthermore,  that  the  present  system  of  coinsurance 
and  deductibles  is  causing  an  unnecessary  escalation  of  administrative 
costs  and  it  is  certainly  causing  bewilderment  among  the  people  past 
65  who  attempt  to  figure  out  eligibility. 

Four.  Mr.  Chairman,  we  recommend  the  extension  of  the  maximum 
hospital  care  coverage  from  90  to  180  days  per  spell  of  illness.  The 
way  the  system  works  at  this  point,  Mr.  Chairman,  a  very  small  per- 
centage, a  minuscule  percentage,  require  more  than  90  days. 

However,  these  are  the  people  who  are  most  adversely  affected.  They 
need  it  most,  and  it  is  contrary  to  good  medical  practice  to  cut  them  off 
at  the  point  of  needing  it  most. 

There  are  talks  about  the  need  to  control  costs.  Control  of  costs, 
Mr.  Chairman,  is  only  partly  related  to  the  design  of  the  program. 
Control  of  cost  must  rest  upon  the  physicians  and  those  to  whom  they 
are  accountable  for  placing  people  in  the  hospital  and  for  keeping 
them  in  the  hospital  and  we  hope  that  the  burden  will  not  be  placed 
on  the  patient  for  we  have  very  few  illustrations  of  patients  who  en- 
joy staying  in  the  hospital  beyond  90  days,  and  those  people  are  in 
general  hospitals. 

Five.  Mr.  Chairman,  we  recommend  the  inclusion  of  payment  to 
hospital-based  physicians  under  part  A,  not  under  part  C.  We  believe 
that  the  payments  for  radiologists,  pathologists,  physiatrists,  et  cetera, 
belong  in  part  A.  We  believe  the  Congress  made  an  unfortunate  error 
in  judgment  in  setting  it  up  as  they  have. 

We  have  no  question,  Mr.  Chairman,  though  the  experience  is  too 
fragmentary  to  give  you  hard  evidence — we  have  many,  many  illustra- 
tions of  huge  increases  in  the  income  of  radiologists,  pathologists,  and 
physiatrists,  when  in  fact  the  existing  practice  in  most  hospitals  in  the 
country  was  changed  by  the  Congress  to  deal  with  the  matter  as  it 
now  is. 
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We  do  not  believe  the  inclusion  in  part  C  is  sound  because  it  creates 
another  kind  of  complication,  and  those  of  us  who  have  had  to  have 
direct  contact  with  the  persons  past  65,  thousands  upon  thousands  of 
people,  can  bear  witness,  Mr.  Chairman,  that  at  this  point  they  are 
beginning  to  look  upon  this  law  like  the  income  tax  law.  They  have  to 
have  a  Philadelphia  lawyer  to  figure  out  what  their  benefits  are. 

We  know  that  is  not  the  intent  of  Congress  and  we  believe  the 
sound  thing  is  to  forget  about  part  C,  put  the  radiologist,  pathologist, 
et  cetera  under  part  A. 

Six.  We  are  recommending  that  there  be  direct  admission  to  ex- 
tended care  facilities  without  the  first  3  days  of  prior  hospitalization. 
The  question  was  raised  this  morning,  Mr.  Chairman,  as  to  whether 
this  was  an  increased  cost  factor. 

Again  the  experience  is  too  limited  to  produce  hard  data.  There  is 
substantial  evidence  on  case  illustrations  that  in  fact  the  present 
arrangement  is  probably  more  costly  than  the  one  we  are  recommend- 
ing. The  United  Automobile  Workers  has  had  a  similar  kind  of  bene- 
fit for  approximately  9  months,  Mr.  Chairman,  where  there  is  provi- 
sion for  direct  admission  to  extended  care  facilities  without  prior 
hospitalization. 

There  is  no  evidence  in  that  program  to  indicate  any  escalation  of 
costs. 

Eight.  We  recommend,  and  here  we  associate  ourselves  with  the 
previous  witness,  that  there  be  inclusion  of  payment  for  prescription 
drugs  under  part  B. 

Mr.  Chairman,  it  has  been  testified  that  about  18  cents  out  of  every 
dollar  that  is  paid  in  this  country  for  medical  care  goes  for  prescrip- 
tion drugs.  What  has  not  been  pointed  out,  Mr.  Chairman,  is  that 
there  have  been  some  good  studies  made  that  show  that  as  many  as  50 
percent  of  prescriptions  written  by  physicians  are  not  filled,  whereas 
in  plans  where  there  is  prepayment  the  percentage  being  filled  is  well 
over  90  percent. 

Mr.  Chairman,  none  of  us  would  presume  to  indicate  that  we  believe 
physicians  are  writing  prescriptions  needlessly.  If  they  write  them 
for  the  patient  we  believe  the  patients  require  them.  When  half  of 
them  are  not  being  filled  we  have  a  very  bad  kind  of  situation.  We 
believe  that  the  elderly,  since  thev  require  larger  numbers  of  prescrip- 
tion drugs  and  the  costs  are  significantly  higher  for  them,  need  to  be 
included  in  this  program. 

Mr.  Chairman,  the  question  was  raised  this  morning  as  to  whether 
there  are  any  good  cost  figures  available  on  prescription  drugs.  May 
I  suggest  to  you,  sir,  that  at  prepayment  programs  in  the  Green  Shield 
and  Blue  Cross  of  Ontario,  as  well  as  other  parts  of  Canada,  there 
already  are  extensive  data  available  which  would  give  cost  and  utiliza- 
tion figures  which  might  be  of  use  to  this  committee. 

Furthermore,  the  McNamara  committee  in  its  report  to  the  Congress 
of  2  years  ago,  and  I  regret  I  don't  have  a  copy  with  me,  did  in  fact 
have  estimates  of  costs  of  providing  prescription  drugs  for  the  elderly 
in  the  United  States. 

Now,  unless  one  is  prepared  to  say  that  Canadians  are  completely 
different  as  human  beings  from  Americans  I  would  suggest,  sir,  that 
there  are  some  good  presumptive  data  available  and  that  HEW  may 
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well  be  able  to  provide  it  to  this  committee,  but  nonetheless  we  urge 
that  there  be  serious  consideration  now  for  an  inclusion  of  prescription 
drugs. 

The  ninth  of  our  recommendations  relating  to  medicare  is  that  there 
be  a  new  formula  provided  for  the  reimbursement  of  prepaid  group 
practice  plans.  I  shall  not  go  into  detail,  Mr.  Chairman,  but  simply 
to  indicate  that  I  believe  it  is  the  intent  of  Congress  to  provide  for 
reimbursement  under  medicare  under  a  variety  of  methods  of  deliver- 
ing service. 

Regrettably  the  structure  of  the  legislation  is  such  that  at  this  point 
it  is  very  difficult  to  pay  the  group  practice  plans  in  the  way  in  which 
they  are  accustomed  when  in  fact  payment  to  them  results  in  sub- 
stantial increase  both  to  the  Government  and  to  the  consumer. 

We  believe  some  minor  modifications  in  the  language  of  the  legis- 
lation would  correct  this  situation. 

Three  more  comments  and  I  am  finished,  Mr.  Chairman. 

With  relation  to  title  XIX,  with  which  we  have  special  interest, 
because  most  of  the  title  XIX  programs,  as  you  know,  are  administered 
by  State  welfare  departments,  we  recommend,  Mr.  Chairman,  that 
section  220  of  5710  be  eliminated.  We  believe  it  is  a  unique  kind  of 
situation  when  the  Congress  is  considering  changing  a  piece  of  legis- 
lation before  there  is  documented  experience  on  which  to  base  a  change. 

There  is  no  evidence,  we  believe,  Mr.  Chairman,  to  show  that  there 
will,  in  fact,  be  a  rise  in  public  welfare  payments  as  is  anticipated 
under  220,  but  in  fact,  there  is  evidence  that  there  may  be  a  cutback 
in  the  medical  assistance  programs,  and  you  have  seen  in  the  press 
the  report  that,  in  fact,  that  seems  to  be  the  situation  right  here  in  the 
District  of  Columbia. 

Mr.  Chairman,  we  believe  this  matter  needs  the  most  careful  kind 
of  attention  and  study.  We  believe  it  does  not  require  action  before  the 
evidence  is  in. 

Finally,  Mr.  Chairman,  in  my  comments  I  should  like  to  comment  on 
the  Advisory  Council,  section  225,  Mr.  Chairman,  the  National  Asso- 
ciation of  Social  Workers  proposes  the  merger  of  section  225,  title 
II  of  part  2,  Advisory  Council,  and  section  128,  title  I,  part  3, 
National  Medical  Review  Committee. 

We  are  deeply  concerned,  Mr.  Chairman,  because  the  Congress  in 
its  very  appropriate  wisdom  set  up  a  number  of  medical  care  pro- 
grams, which  is  the  way  it  should  have  been,  and  there  are  programs 
for  children,  there  are  programs  for  the  needy,  there  are  programs  of 
prepayment  as  under  medicare,  and  there  is  no  central  way  at  what 
is  happening  to  medical  care  as  it  hits  the  consumer,  as  the  patient 
faces  the  various  kinds  of  programs. 

We  believe  a  positive  step  in  that  direction,  Mr.  Chairman,  would 
be  not  to  create  another  advisory  committee,  but  in  fact  to  merge 
several  of  them  and  to  make  them  advisory  to  the  Secretary  on  health 
care,  so  we  suggest,  sir,  that  there  be  one  committee  merging  from  sev- 
eral and  that  the  provision  which  calls  for  a  majority  of  consumers 
have  the  words  added,  "representing  major  segments  of  the  commu- 
nity," so  that,  in  fact,  we  will  have  all  major  segments  of  the  con- 
sumer community  represented. 

Mr.  Chairman,  I  thank  you  for  the  time  and  turn  it  back  to  Mr. 
Schottland. 
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Mr.  Schottland.  Mr.  Chairman  and  members,  this  concludes  our 
testimony  on  H.R.  5710.  We  wish  to  express  our  appreciation  for  this 
opportunity  to  present  our  views. 

The  Chairman.  We  thank  both  of  you  gentlemen  for  bringing  to 
us  the  views  of  the  Natioinal  Association  of  Social  Workers.  We  are 
always  pleased  to  have  you  with  us. 

Any  questions  of  these  gentlemen  ?    Mr.  Ullman. 

Mr.  Ullman.  I  want  to  commend  you  both  for  very  able  state- 
ments and  very  helpful  recommendations. 

Dr.  Schottland,  in  your  recomemndation  that  we  use  general  revenue 
in  the  social  security  system,  have  you  developed  a  rationale  as  to 
the  amount  and  the  limitations  of  such  general  revenue  contributions 
to  the  system  ?  We  have  had  a  number  of  witnesses  who  have  made  a 
similar  recommendation,  but  we  have  never  had  a  rationale  that  would 
put  limits  on  it.  We  are  somewhat  confused,  or  at  least  I  am,  as  to 
how  we  are  going  to  approach  this  concept  of  financing. 

Can  you  give- us  some  rationale  that  would  clarify,  at  least,  my 
thinking  on  this  subject? 

Dr.  Schottland.  May  I  answer  the  question  in  two  parts  ?  I  think 
your  comment  is  really  double  barreled. 

No.  1,  what  is  the  rationale  for  using  general  revenues.  When  the 
program  was  first  started,  as  I  indicated,  the  Committee  on  Eco- 
nomic Security  which  made  the  original  proposals  to  the  Congress 
recommended  the  use  of  general  revenues  because  this  was  the  pattern 
throughout  the  industrial  world  since  the  1880's  when  social  insurance 
first  started  in  Germany.  The  rationale  for  using  general  revenues 
is  simply  that  when  we  begin  to  emphasize  the  social  aspects  of  social 
insurance  rather  than  the  straight  insurance  aspects  we  begin  to 
bring  into  the  program  people  who  have  not  had  long  attachment 
to  the  labor  market  where  the  contributions  of  employers  and  em- 
ployees would  not  ordinarly  be  expected  to  carry  that  load. 

And  when  also  in  addition  we  increase  benefits  for  persons  who  have 
not  been  attached  to  the  labor  market  in  terms  of  earning  those  benefits, 
that  is,  the  aged  already  retired,  we  begin  to  use  the  social  security 
program  for  benefits  and  for  services  that  are  not  directly  related 
to  the  employer-employee  relationship,  and  if  we  are  going  to  use 
social  security  as  a  way  of  continuing  our  decrease  in  old  age  assist- 
ance and  other  related  relief  programs  it  seems  to  me  then  we  have 
a  justification  for  utilizing  general  reveneus  for  the  social  purposes. 

Now,  with  reference  to  cost,  it  seems  to  me  that  this  depends  entirely 
on  the  extent  of  the  expansion  of  the  social  security  program.  There 
are  a  number  of  patterns  throughout  the  world  where  government 
participates,  as  they  do  in  all  countries,  and  in  general  the  maximum 
seems  to  be  about  a  third  of  the  cost  comes  from  general  revenues. 

It  seems  to  me  what  we  need  to  do  is  figure  out  those  costs,  such  as 
the  straight  retirement  benefits  which  are  directly  related  to  the 
worker-employer  relationship,  and  those  costs  that  might  be  counted 
as  social  costs  that  are  not  so  directly  related,  and  there  have  been 
some  studies  made  by  HEW  on  this,  and  we  could  assess  the  costs 
over  a  period  of  time  so  that  we  would  know  what  would  be  an  equitable 
tax  supported  program  from  the  payroll  tax  as  against  from  the 
general  revenues. 
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Mr.  Ullman.  But  haven't  we  always  had  the  social  aspects  of  the 
program  ?  We  had  them  back  in  1950  when  the  Congress  changed  its 
policy  of  general  revenue  participation  in  the  program. 

Isn't  that  true  ? 

Dr.  Schootland.  Yes,  but  they  were  small  and  they  have  been  in- 
creasing and  I  think  we  have  come  to  the  point,  now,  where  there  are 
so  many  aspects  to  old  age,  survivors  disability,  and  health  insurance 
that  should  not  necessarily  be  a  direct  charge  on  the  worker-employer 
cost  of  production  relationship,  and  I  think  that  the  time  is  now  that 
we  ought  to  start  reviewing  breaking  down  these  costs  and  see  what 
part  is  really  attributable  to  general  revenues. 

Mr.  Ullman.  Do  you  think  we  should  increasingly  merge  our  wel- 
fare programs  into  the  social  security  system  ? 

Dr.  Schottland.  No,  not  necessarily  merge  our  program,  but  I 
think  we  ought  to  provide  social  security  as  the  basic  of  social  insur- 
ance, as  the  basic  income  maintenance  program,  so  that  over  a  period 
of  time  we  do  not  have  people,  for  example,  reaching  old  age  who  have 
to  go  on  old-age  assistance. 

This  was  the  original  purpose  of  the  social  security.  It  hasn't 
worked  out  because  of  the  increased  cost  of  living  and  the  fact  that  we 
haven't  provided  benefits  sufficiently  high  to  keep  them  off  relief,  but 
I  think  that  the  Congress  did  declare,  in  1950  I  think  it  was,  that  it 
was  its  intention  to  have  the  old  age  survivors  and  disability  insurance 
program  as  the  basic  income  maintenance  program  of  the  country, 
and  if  that  is  to  be  the  case  and  we  don't  want  public  assistance  to 
increase,  I  think  then  we  have  to  increase  benefits  and  I  think  that  this 
does  mean  a  different  type  of  financing. 

Mr.  Ullman.  We  had  a  professor  from  Dartmouth  who  advocated 
general  revenue  funding  of  the  social  security  system.  Are  you  ac- 
quainted with  his  views  and  do  you  agree  with  them  ? 

Dr.  Schottland.  I  wasn't  here  and  I  don't  know  what  he  said. 

Mr.  Ullman.  Well,  he  is  evidently  engaged  in  a  campaign  to  define 
the  actual  amount  of  individual  contributions,  relate  them  to  the  bene- 
fits, and  then  have  everything  else  financed  by  general  revenue.  You 
wouldn't  go  that  far?  You  would  have  variable  contributions  based 
upon  some  type  of  analysis  as  to  the  social  aspects  of  the  program  as 
against  the  insurance  aspects  of  the  program  ? 

Dr.  Schottland.  Yes.  In  a  very  general  way  I  think  that  it  would 
be  very  unfortunate  to  get  a  rigid  formula  which  would  say  some  bene- 
fits are  more  work-connected  than  others,  but  I  think  that  a  general 
analysis  of  the  kind  that  is  now  undertaken  in  order  to  come  before 
this  committee  and  suggest  the  cost  of  the  benefits  proposed,  as  HEW 
does  all  the  time,  I  think  this  kind  of  general  analysis  would  be  help- 
ful in  keeping  the  program  very  flexible. 

Mr.  Ullman.  Thank  you. 

The  Chairman.  Any  further  questions  %    Mr.  Bush. 

Mr.  Bush.  Mr.  Glasser,  on  page  21,  sir,  of  your  testimony  it  seems 
to  me  you  make  a  rather  serious  charge  against  doctors,  and  I  can 
understand  the  inconvenience  to  some  of  the  people  on  this  direct  pay 
as  opposed  to  the  assignment,  but  because  of  this  direct  pay  do  I  inter- 
pret it  correctly  when  you  indicate  that  in  your  opinion  doctors 
deliberately  are  trying  to  charge  the  people  more  ? 
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Is  this  what  you  mean  when  you  say,  "what  the  market  will  bear," 
and  if  so,  can  you  substantiate  that  with  any  figures,  or  is  it  a  premise 
you  all  have  or  what  ? 

Mr.  Glasser.  I  make  the  statement  of  the  facts  as  I  read  them,  sir. 
One  of  the  factors  involved  in  direct  payment,  and  we  have  had  state- 
ments from  physicians  to  that  effect,  is  that  under  direct  payment  the 
physician  may  charge  whatever  he  feels  is  appropriate  and  he  is  not 
then  under  the  usual  and  customary  strictures  which  are  written,  quite 
properly  so,  into  the  law. 

As  a  result  of  that  there  has  been  evidence  from  our  own  member- 
ship of  the  National  Association  and  from  others  which  has  indicated 
that  physicians  have  in  fact  in  substantial  numbers  charged  in  excess 
of  the  usual  and  customary  rates. 

We  have  had  all  kinds  of  letters  from  people  indicating  such  and 
we  have  had  no  way  of  dealing  with  this  matter. 

Furthermore,  there  is  substantial  evidence,  sir,  that  numbers  of 
elderly  persons  have  been  required  to  go  to  loan  sharks,  to  banks, 
to  mortgage  their  homes,  to  find  the  money  to  pay  the  physician  and 
then  attempt  to  get  reimbursement  in  whole  or  in  part. 

Mr.  Bush.  That  latter,  sir,  would  be  true  whether  he  was  being 
overcharged  or  whether  he.  was  just  being  charged  the  usual  and 
customary  charge. 

Mr.  Glasser.  I  address  myself  to  both. 

Mr.  Bush.  You  have  two  different  points. 

Mr.  Glasser.  That  is  correct. 

Mr.  Bush.  One  causes  the  inconvenience.  The  other  it  seems  to 
me  is  a  rather  ethical  question  :  Are  physicians  using  this  to  delib- 
erately overcharge  patients?  And  this,  of  course,  I  am  sure  all  of 
the  members  of  the  committee  would  view  as  a  very  serious  charge. 

I  wish  there  was  some  way  we  could  get  some  evidence.  I  realize 
it  is  difficult,  but  I  think  it  would  be  most  interesting  if  we  could  get 
some  kind  of  statistics.  This  is  such  a  serious  charge  I  would  like  to 
see  it  backed  up. 

Mr.  Glasser.  I  would  like  to  put  it  to  you  in  these  terms,  sir.  I  don't 
believe  it  is  a  question  of  ethics.  A  physician  has  a  right  to  charge 
whatever  he  feels  he  wants  to  charge.  I  think  the  only  issue  is  that 
the  Government  has  a  right  to  determine  what  is  a  reasonable  and 
customary  fee,  so  that  I  do  not  believe  this  is  a  matter  of  ethics. 

I  believe  it  is  a  matter  of  economics. 

Mr.  Bush.  I  think  it  is  a  question  of  ethics.  If  you  charge  one  fee 
for  a  given  service  because  you  are  going  to  do  it  on  assignment  and 
if  you  charge  more  for  an  identical  service  on  direct  payment,  then 
I  think  you  have  an  ethical  question.  I  think  it  is  quite  clear  if 
you  have  an  identical  case,  and  I  think  what  you  are  saying  is  when 
you  have  an  identical  case  and  they  do  it  on  the  direct  pay  basis  the 
physician  charges  "what  the  market  will  bear."  He  will  up  the  price 
because  he  can  get  more  money  and  nobody  is  going  to  be  looking  over 
his  shoulder,  and  it  is  this  that  I  think  is  such  a  serious  charge  that  it 
ought  to  be  documented. 

Mr.  Glasser.  I  can,  of  course,  document  it  with  a  number  of  illus- 
trations which  I  should  be  glad  to  give  you. 

Mr.  Bush.  I  think  it  would  be  very  useful. 
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Mr.  Glasser.  And  I  could  read  them  into  the  record.  They  are  now 
before  me.  The  details,  however,  are  difficult  to  document  with  indi- 
vidual physicians  since  if  the  patient  pays  directly  there  is  no  way  of 
knowing. 

However,  sir,  may  I  suggest  no  matter  how  one  looks  at  the  statistics, 
one  must  conclude  that  the  advent  of  this  new  program  and  the  ability 
to  direct  bill  must  have  had  a  serious  impact  upon  physicians'  fees, 
which  accounts  for  the  fact  that  physicians'  fees  in  the  last  12  months 
went  up  2y2  times  more  rapidly  than  the  increase  in  the  cost  of  living. 

Mr.  Bush.  For  both  assignment  and  direct  payment. 

Mr.  Glasser.  That  is  correct,  but  that  is  the  burden  of  my  complaint, 
sir,  and  that  is  that  because  of  this  open  ending  that  direct  billing  per- 
mits not  only  are  the  fees  escalated  for  the  patient  who  is  past  65, 
but  they  are  then  escalated  for  other  members  of  the  community  as 
well,  which  is  why,  sir,  I  recommend  the  assignment  route  as  a  sound 
and  an  economically  feasible  way  of  putting  in  a  very  modest  kind 
of  control  on  the  situation. 

Mr.  Bush.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Curtis. 

Mr.  Curtis.  Just  following  that  line  just  a  bit,  one  of  the  things, 
and  this  I  think  you  left  out,  is  the  data  that  this  committee  adduced 
over  a  period  of  time  in  considering  the  program  to  the  effect  that  the 
doctors  were  undercharging  older  people  and  were  doing  that  as  part 
of  a  contribution  to  the  problem  of  the  aged. 

Now,  whether  that  data  would  hold  w^ater  I  don't  know,  but  there  it 
is.  We  can't  ignore  it.  I  think  possibly  if  this  were  true  what  has 
happened  is  that  now  that  it  has  been  taken  over  as  a  governmental 
program  they  are  simply  charging  what  would  have  been  the  full 
charge  if  it  were  on  a  straight  commercial  basis  or  professional  basis 
before. 

Would  you  comment  on  that  ?  You  are  aware  of  the  data  they  did 
present  that  they  were  not  charging  older  people  as  much  as  they 
were  charging  others  ? 

Mr.  Glasser.  Mr.  Curtis,  I  am  aware  of  the  claim,  of  course,  sir, 
and  I  have  seen  it  in  the  records  of  this  committee  and  many  other 
places.  I  have  not  seen  hard  evidence,  though  the  claim  has  been  made 
for  a  number  of  years. 

Let  me  point  out  to  you,  sir,  that  which  you  know  better  than  I 
since  your  committee  passed  on  it.  Under  the  Kerr-Mills  legislation 
it  was  possible  for  physicians  to  be  paid  fully  for  the  past  65  group, 
so  that  this  is  not  a  new  situation  and  would  not  account  for  increas- 
ing medical  costs  two  and  a  half  times  faster  than  the  cost  of  living. 

Mr.  Curtis.  Could  I  argue  with  you  just  a  moment  to  develop  the 
point? 

But  under  Kerr-Mills  we  have  identified  those  people  as  being- 
welfare  and  they  were  State  and  local  programs  and  the  doctors  rec- 
ognizing this  was  a  welfare  problem  did  do  that.  In  fact,  some  of 
the  data  indicated  that  we  weren't  meeting  the  full  needs  of  our  wel- 
fare people  even  with  the  moneys  we  had. 

Mr.  Glasser.  That  is  correct. 

Mr.  Curtis.  So  this  was  still  on  a  welfare  basis.  As  soon  as  you 
turn  the  program  over,  as  we  did,  to  taking  care  of  people  who 
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weren't  welfare  at  all,  people  that  clearly  were  able  to  make  their 
own  way,  that  is  when  we  had  what  might  be  a  change  in  the  attitude 
of  the  doctors'  charges. 

Mr.  Glasser.  This  could  be  conceivably  so,  although,  as  I  say,  I 
have  seen  no  hard  evidence  to  this  effect.  There  is  hard  evidence  as 
to  what  is  in  fact  happening  to  the  cost  of  physicians'  fees,  and  may 
I  suggest,  sir,  too,  that  a  review  of  the  Blue  Shield  experience,  which 
is  more  readily  available  for  public  review,  in  the  last  year  will  show 
tremendous  new  pressures  for  the  increase  in  the  fee  schedules  in  view 
of  the  change  in  the  marketplace. 

Mr.  Curtis.  I  was  persuaded  somewhat  by  this  data  mainly  because 
no  one  came  in  to  refute  it.  HEW  and  others  who  were  concerned 
about  this  were  perfectly  willing  to  let  these  allegations  stand,  whether 
they  could  be  established  or  not,  and  I  just  sort  of  accepted  it  as  so. 

The  second  point — and  this  is  even  more  important  because  it  bears 
on  how  this  might  be  solved — I  don't  know  what  the  medical  society 
calls  their  grievance  committee  but  this  would  be  the  key  to  an  under- 
standing. Have  these  cases  that  you  have  referred  to  been  presented 
to  the  grievance  committees  that  the  A^arious  medical  societies  set  up  ? 
The  key  question  is :  What  standards  have  the  grievance  committees 
of  the  medical  societies  established  in  this  respect?  You  see  the  per- 
tinency ? 

Mr.  Glasser.  Of  course,  sir.  May  I  respond  to  your  question  in 
two  or  three  ways  ? 

In  the  first  place,  the  individual  retiree  (a)  is  not  familiar  with 
the  medical  grievance  procedures. 

Mr.  Curtis.  But  your  organization  is  and  so  are  plenty  of  the 
other  people.    Don't  pass  that  off. 

Mr.  Glasser.  That  is  the  second  part  of  my  response.  I  said  I 
would  respond  in  several  ways.  The  first  part  is  the  individual 
retiree  is  not  familiar  with  the  procedure  nor  is  he  equipped  and 
capable  of  carrying  these  complaints  to  him  

Mr.  Curtis.  Let  me  interpose  there.  This  is  hard  to  believe  with 
all  of  the  social  workers  and  others  who  are  concerned  about  these 
people.  You  received  these  complaints  and  others  have  testified  here 
in  a  similar  position.  We  had  a  lady  from  Ohio,  and  I  was  won- 
dering what  she  had  done  in  the  way  of  channeling  these  complaints 
in  this  fashion.  It  is  hard  for  me  to  believe  that  with  all  the  work 
that  social  workers  and  others  do  in  this  area,  and  the  labor  unions 
and  others,  that  these  kinds  of  cases  which  you  have  referred  to 
couldn't  be  channeled. 

Mr.  Glasser.  I  will  answer  that  in  part  2  of  my  response,  but  I  am 
still  on  part  1. 

Mr.  Curtis.  Very  good. 

Mr.  Glasser.  On  part  1  you  say  it  is  hard  to  believe.  We  have  about 
18  or  19  million  people  past  65  and  we  have  very  limited  resources  to 
be  available  for  counseling  to  them  and,  in  fact,  sir,  it  is  exceedingly 
hard  for  them  to  get  the  kind  of  counsel  they  need  in  this  kind  of 
situation. 

Mr.  Curtis.  Let  me  ask  the  specific.  Have  you  processed  any  cases  ? 
Mr.  Glasser.  Now  I  will  answer  that  in  part  2  of  my  response.  The 
answer  to  you  is  "Categorically  yes,  several  thousand." 
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Mr.  Curtis.  Very  good. 

Mr.  Glasser.  Those  people  who  have  had  the  good  fortune  to 
belong  to  a  strong  labor  union  do  have  people  who  can  speak  for  them 
in  this  situation,  and  in  my  professional  capacity  I  represent  an 
organization  that  does  that. 

Our  experience  with  the  grievance  procedures  of  the  local  medical 
societies  is  almost  universally  unsatisfactory.  It  is  unsatisfactory 
because  in  the  nature  of  the  construction  of  such  committees  it  is  al- 
most impossible  to  get  a  group  of  their  peers  to  review  the  fees  of  a 
fellow  physician  with  whom  they  must  practice  in  the  community  and 
tell  him  he  is  charging  too  much. 

It  is  only  in  the  grossest  kind  of  overcharges  that  it  is  possible  to  get 
a  remedy.   That  is  No.  1. 

No.  2.  Because  of  the  nature  of  this  situation,  complaints  of  this 
sort  are  processed  over  many,  many  months  and  years  through  local 
medical  review  committees  of  medical  societies  and  our  experience 
which  predates  medicare  by  at  least  20  years  is  that  it  has  not  been  an 
answer  to  medicare  and  was  not  an  answer  before  medicare. 

Mr.  Curtis.  You  certainly  have  been  responsive  to  the  question  and 
this  does  go  to  the  heart  of  it.  I  have  had  personal  experience  on  the 
bar  association  grievance  committee  in  my  own  community  before  I 
came  to  Congress,  and  it  is  a  difficult  area  to  deal  with,  but  at  least  we 
have  identified  what  I  think  you  would  be  supplanting  with  a  gov- 
ernmental system  if  we  followed  your  suggestions.  Maybe  it  is  neces- 
sary, but  I  would  certainly  like  a  lot  more  data  in  the  record  here  and 
more  information  on  the  inadequacies  of  the  grievance  committee 
system  established,  and  I  can  appreciate  criticism  in  this  area  as  being 
worthy  to  look  into. 

Mr.  Glasser.  May  I  be  permitted,  Mr.  Chairman,  one  further 
response  to  Congressman  Curtis  ? 

Mr.  Curtis.  Please  do. 

Mr.  Glasser.  Ten  cents  worth  of  philosophy,  sir. 
Mr.  Curtis.  All  right. 

Mr.  Glasser.  The  reason  there  is  a  difference  between,  in  my  judg- 
ment, the  bar  situation,  the  legal  situation,  the  lawyer,  and  the  medical 
association  is  in  the  word  "accountability."  I  believe  a  review  of  the 
professional  responsibilities  will  show  that  members  of  the  bar  are 
officers  of  the  court  and  have  an  accountability  system  built  into  their 
profession  which,  soundly  or  otherwise,  is  not  built  into  the  medical 
profession,  and  therefore,  the  medical  grievance  procedure  is  a  pro- 
cedure which  is  largely  without  teeth. 

The  legal  grievance  procedure,  if  you  please,  I  believe  has  very 
large  teeth. 

Mr.  Curtis.  Let  me  carry  this  further  because  this  is  very  pertinent. 
I  would  think  that  the  teeth  that  we  derive  in  the  legal  profession  is 
more  from  the  fact  that  we  have  by  law  the  board  of  law  examiners 
and  we  can  punish  in  this  area  of  admission  and  exclusion  from  the 
profession,  but  so  do  the  other  professions,  including  the  medical  pro- 
fession, have  this  similar  sanction.  This  is  the  base  of  our  having  au- 
thority, not  so  much  that  we  are  officers  of  the  court,  being  lawyers, 
which  we  are,  as  it  is  the  other. 

I  was  a  member  of  the  Board  of  Law  Examiners  of  the  State  of 
Missouri  for  3  years  and  gained  experience  there,  too,  and  saw  the 
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comparability  of  our  profession  with  that  of  many  others,  including 
medical.  So  to  carry  the  philosophy  a  bit  further,  it  is  worthy  of 
exploration  in  considering  this  question  of  whether  the  system  we  have 
is  adequate  or  could  be  made  to  be  adequate  if  it  was  found  to  be 
inadequate  or  it  needs  to  be  revolutionized. 

Mr.  Glasser.  It  is  not  now  working  in  the  medical  field. 

Mr.  Curtis.  That  is  your  allegation  and  it  may  be  so. 

Mr.  Glasser.  Yes,  sir. 

Mr.  Curtis.  Just  a  general  question,  if  I  may,  because  you  refer  to 
the  social  work  education  proposal  and  then  simply  say  that  witnesses 
representing  the  council  of  social  work  education  and  others  will 
present  support  in  detail. 

We  have  already  had  one  witness  and  I  couldn't  get  much  informa- 
tion, and  I  have  looked  at  briefly  Dr.  Stein's  testimony  who  will  be 
coming  after  you,  but  this  relates,  as  he  himself  says,  to  expansion  of 
social  work  education  at  the  undergraduate  master's  degree  and  doc- 
toral level. 

One  of  the  key  points  here  is  to  what  extent  could  this  profession  be 
using  technicians  below  the  professional  level  as  doctors  use  registered 
nurses  and  practical  nurses,  and  teachers  hopefully  will  begin  to  use 
teachers'  aids  and  so  on. 

This  is  one  area,  of  course,  of  easing  labor  shortage  and  probably 
ending  up  with  a  better  system.  Could  your  organization  comment 
on  that  aspect  of  it  to  any  degree  of  the  need  for  skills  in  this  field  ? 

Dr.  Schottland.  Yes.  There  has  been  a  great  deal  of  thinking  and 
work  and  study  in  this  area  and  we  now  know  that  there  must  be  a 
differential  use  of  personnel,  particularly  in  the  public  welfare  field, 
and  also  in  some  of  the  voluntary  agencies.  There  is  no  hope  that  this 
proposal  which  is  now  before  you  even  if  augmented  several  times  will 
be  able  to  solve  all  of  the  problems  because  there  is  such  a  tremendous 
shortage. 

We  are  going  to  have  to  use  people  at  very  low  levels  of  adminis- 
trative or  professional  skills  without  much  training,  and  what  we  are 
proposing  and  what  we  are  hoping  for  in  this  bill  is  that  we  will  expand 
our  training  facilities  so  that  we  may  have  the  people  who  eventually 
will  be  the  supervisors  who  handle  the  more  sophisticated  and  difficult 
problems. 

Take,  for  instance,  the  average  public  assistance  worker  today  who 
is  untrained.  That  public  assistance  worker  authorizes  the  expendi- 
ture of  between  $100,000  and  $200,000  of  public  funds  a  year. 

Now,  it  may  be  perfectly  true  that  a  very  good  investigator  may  be 
certifying  cases  that  are  strictly  eligible,  but  it  is  also  true  that  if  that 
person  were  more  properly  trained  these  eligible  persons  who  are  now 
being  helped  in  their  destitution  might  be  helped  out  of  their  destitu- 
tion by  the  skills  involved  in  reuniting  husband  and  wife,  in  suggest- 
ing proper  vocational  rehabilitation. 

Mr.  Curtis.  Mr.  Schottland,  if  I  may  interrupt,  you  don't  have  to 
establish  for  me  nor  I  think  for  the  record  the  value  of  the  social  service 
work  and  those  in  it.  I  am  convinced  of  that  and  I  think  probably 
the  Congress  is. 

What  we  haven't  had  in  the  record  yet,  and  we  don't  have  the  data, 
is  what  the  real  needs  are.  I  interrogated  Mr.  Winking  from  the  State 
of  Illinois  who  is  also  saying  that  we  badly  need  trained  people  in 
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this  field,  and  I  think  that  is  true,  but  then  I  tried  to  find  out  where 
they  were  needed  and  what  categories  and  so  on,  and  that  material  will 
be  supplied  for  the  record. 

Now,  the  next  witness  will  give  us  some  information  perhaps  at  the 
graduate  level,  but  we  still  don't  have  the  data  of  what  has  been  going 
on  here  in  the  use  of  the  present  skills  that  we  have  and  so  on. 

Let  me  leave  it  this  way,  and  I  don't  know  whether  yours  is  the 
appropriate  organization,  but  if  it  is  would  you  supply  for  the  record 
a  considered  statement  of  what  the  skill  needs  in  this  area,  just  so 
we  have  the  information.  I  will  be  asking  of  course  in  executive  ses- 
sion a  lot  of  information  from  the  Department  of  HEW,  but  to  the 
extent  that  we  can  get  some  of  this  in  the  public  record  I  would  like  it. 

Dr.  Schottland.  We  will  be  very  glad  and  I  will  talk  with  Dean 
Stein  after  his  testimony  as  to  whether  we  can  have  a  joint  statement 
of  the  two  associations  which  will  put  into  the  record  the  needs.  There 
have  been  a  number  of  studies  made  both  inside  and  outside  of  HEW, 
which  indicate  the  need,  and  although  in  some  areas  it  is  very  difficult  to 
ascertain  the  situation  because  of  new  and  expanding  programs  in 
poverty  and  the  new  uses  industry  by  industry  of  social  work  personnel 
and  others.  We  do  have  some  fairly  good  hard  data  and  we  would  be 
glad  to  develop  a  memorandum  for  the  record. 

(The  information  referred  to  follows:) 

Supplemental  Statement  to  Testimony  by  Charles  I.  Schottland,  President, 
National  Association  of  Social  Workers,  and  Herman  D.  Stein,  President, 
Council  on  Social  Work  Education 

In  seeking  resolution  of  a  manpower  problem  in  any  industry  or  field  of  serv- 
ice, there  are  generally  three  possible  approaches  : 

1.  To  expand  educational  resources  in  order  to  increase  the  number  of 
personnel  available  and  to  assure  that  no  qualified  applicants  are  turned 
away. 

2.  To  find  new  ways,  through  research  or  innovation,  to  reduce  the  num- 
ber of  personnel  needed  to  perform  the  work  or  provide  the  service. 

3.  To  break  down  and  sort  out  the  tasks  by  level  of  difficulty  and  degree 
of  knowledge  and  skill  required,  and  to  prepare  personnel  for  service  at 
each  of  the  specified  levels. 

Classifications  of  Social  Work  Personnel 
There  are  two  key  kinds  of  social  work  personnel  at  the  present  time  : 

1.  Those  with  graduate  professional  education  who  have  earned  a  master's 
degree  from  an  accredited  school  of  social  work  (4  years  of  college  education 
plus  2  years  of  graduate  study) . 

2.  Those  with  a  baccalaureate  degree  from  an  accredited  college  or  uni- 
versity (4  years  of  college  education) . 

In  addition,  there  are  also  social  work  personnel  with  post-master's  education, 
including  the  doctorate,  engaged  in  research,  planning,  advanced  practice,  ad- 
ministration, and  unievrsity  teaching. 

There  are  also  some  recent  developments  in  the  use  of  social  work  technicians 
who  have  completed  two  years  of  education  in  a  junior  college  or  have  taken 
technical  courses  of  shorter  duration.  Within  the  social  welfare  field,  in  general, 
there  is  also  a  wide  range  of  ancillary  personnel  for  wrhom  there  is  no  specified 
educational  preparation  or  requirement. 

Education  and  Responsibility  of  the  Various  Levels  of  Social  Work  Personnel 

1.  Graduate  professional  social  work  education  is  a  two-year  program  consist- 
ing of  an  integrated  curriculum  of  classroom  instruction  and  educationally  super- 
vised field  practice.  The  curriculum  provides  knowledge  about  the  dynamics  of 
man  and  society  as  well  as  social  welfare  history,  policy  and  services.  The  stu- 
dent acquires  skill  in  using  social  work  methods  to  help  individuals,  groups  and 
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communities,  and  learns  bow  to  use  research  and  community  resources  through 
field  instruction  which  comprises  almost  half  of  the  two-year  program  in  which 
students  learn  to  apply  and  test  'basic  knowledge  and  social  work  methods. 
Graduate  social  work  education  prepares  students  for  professional  practice  of 
social  work  in  any  agency  or  setting. 

2.  Undergraduate  education  in  social  welfare  generally  consists  of  a  "major" 
in  social  welfare  within  a  liberal  arts  baccalaureate  degree  program.  The  curricu- 
lum includes  basic  preparation  in  the  social  and  behavioral  sciences  and  a  few 
courses  on  social  welfare.  Some  observation  or  experience  in  the  field  is  fre- 
quently included.  The  program  is  designed  as  a  base  for  agency  in-service  train- 
ing, or  to  develop  beginning  competence  for  specific  tasks,  or  to  prepare  for  grad- 
uate professional  education. 

Social  work  personnel  perform  functions  appropriate  to  their  preparation  and 
competence. 

1.  Social  workers  with  graduate  professional  education  are  utilized  in 
carrying  responsibility  for  diagnosis  and  treatment  of  deep  rooted,  severe 
and  complex  individual  and  social  problems,  and  for  planning,  administra- 
tion, supervision,  and  staff  development. 

2.  Social  work  personnel  with  undergraduate  preparation  plus  in-service 
training  are  utilized  to  provide  certain  basic  social  services,  and  to  help 
people  learn  about  and  make  use  of  community  resources. 

Below  are  two  typical  examples  which  illustrate  the  differential  use  of  social 
work  personnel  with  a  master's  degree  and  with  a  baccalaureate  degree : 

1.  A  widow  with  children  receiving  public  assistance  is  having  difficulty 
with  her  teen-age  son  who  has  dropped  out  of  school  and  is  beginning  to  take 
part  in  gang  activities.  She  needs  the  service  of  a  highly  competent  profes- 
sional social  worker  who  can  help  her  deal  with  the  problem  and  who  has 
the  knowledge  and  skill  to  reach  the  adolescent  boy,  motivate  him  to  return 
to  school,  help  him  become  involved  in  constructive  activities,  and  prevent 
him  from  becoming  a  juvenile  delinquent  and  growing  into  an  adult  crim- 
inal. 

2.  A  man  of  70,  not  eligible  for  social  security,  has  no  living  relatives  but 
has  some  savings.  He  is  becoming  senile  and  needs  help  in  finding  an  appro- 
priate home,  in  moving  his  belongings  to  the  home  and  arranging  his  finances. 
The  assistance  he  needs  can  be  given  by  social  work  personnel  with  a  college 
education  and  in-service  training. 

Areas  of  Need  for  Social  Work  Personnel 

Approximately  25  per  cent  of  social  work  personnel  have  graduate  professional 
education  and  hold  a  master's  degree  from  a  graduate  school  of  social  work. 
About  70  per  cent  of  social  work  personnel  have  a  baccalaureate  degree  although 
most  of  these  did  not  pursue  an  undergraduate  program  in  social  welfare.  In 
recent  years,  an  increasing  number  of  people  with  shorter  college  preparation 
and  some  with  only  high  school  education  have  been  utilized  in  social  welfare 
to  perform  ancillary  tasks. 

There  is  a  critical  shortage  of  social  work  personnel  with  graduate  profes- 
sional education  and  with  undergraduate  preparation  to  meet  the  needs  of  a 
growing  population,  to  help  solve  new  and  growing  social  problems,  and  to  carry 
out  existing  and  planned  programs  effectively  and  efficiently. 

Social  work  personnel  are  needed  in  a  wide  range  of  public  and  voluntary  agen- 
cies and  services.  For  example  : 

1.  Agencies  that  provide  social  services  to  individuals,  families,  groups 
and  communities  to  strengthen  family  life  and  prevent  social  breakdown. 
Included  in  this  range  of  services  are  those  provided  by  public  welfare  and 
voluntary  family  service  agencies,  child  welfare  agencies — both  public  and 
voluntary — settlement  houses  and  community  centers,  youth-serving  organ- 
izations, community  action  programs,  and  special  agencies  and  programs  for 
the  aging  and  handicapped. 

2.  Social  services  that  are  a  part  of,  or  related  to,  public  or  voluntary 
health,  educational  or  correctional  programs  and  the  military.  These  include 
programs  concerned  with  health  maintenance  and  the  prevention  and  treat- 
ment of  physical  and  mental  illness,  and  rehabilitation  of  the  disabled; 
services  in  veterans  and  military  hospitals,  general  and  psychiatric  hospitals 
and  clinics ;  institutions  for  the  care  of  the  chronically  ill  and  handicapped  ; 
comprehensive  community  mental  health  services  ;  public  health  programs  of 
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prevention  and  control ;  special  schools  and  classes  for  exceptional,  retarded, 
and  handicapped  children;  vocational  training  of  youth  and  adults;  pro- 
grams for  the  educationally  and  economically  deprived ;  correction  or  treat- 
ment of  delinquent  behavior  in  juevnile  and  adult  courts,  prisons,  reforma- 
tories, training  schools  and  residential  treatment  centers ;  and  probation  and 
parole  services. 

3.  Services  needed  in  housing  and  urban  renewal  programs ;  in  social  in- 
surance programs ;  in  recreation  and  cultural  programs ;  in  organized  social 
planning  efforts,  in  community  councils  and  chests  and  in  neighborhood  and 
regional  planning  organizations ;  in  industry  and  labor  orgaizations ;  and  in 
a  variety  of  other  organizations  which  help  people  to  live  and  get  along 
better  in  our  complex  industrialized  society. 
A  detailed  description  of  the  social  work  manpower  needs  in  each  of  the  major 
field  of  practice  appears  in  Closing  the  Gap  in  Social  Work  Manpower,  the  report 
of  the  Task  Force  on  Social  Work  Education  and  Manpower  of  the  Department 
of  Health,  Education,  and  Welfare,  published  late  in  1965. 

Mr.  Curtis.  Thank  you,  Doctor.  I  might  say  this.  I  have  bitterly 
opposed  those  proposals  of  negative  income  taxes  and  so  forth  because 
I  felt  that  they  have  been  on  the  assumption  that  the  social  worker 
performs  no  real  function,  and  I  am  a  firm  believer  you  perform  a 
great  function  and  an  increasingly  important  function  in  the  society. 

The  Chairman.  Mr.  Burke. 

Mr.  Burke.  Mr.  Chairman,  I  wish  to  commend  the  gentlemen  here 
for  their  statement  and  revert  back  to  a  question  that  Mr.  Ullman 
asked  regarding  the  concept  of  taking  money  out  of  general  revenues 
to  finance  social  security  benefits. 

It  is  true  at  the  present  time  that  the  Federal  Government  and  the 
State  governments  finance  that  part  of  old-age  assistance  which  many 
social  security  recipients  participate  in  and  when  we  increase  the  so- 
cial security  payments  the  States  usually  deduct  that  amount  of  the 
increase  from  the  old-age  assistance  checks  of  these  social  security 
recipients. 

In  other  words,  the  Federal  Government  actually  right  now  is  di- 
rectly financing  a  program  for  the  aged  out  of  general  revenues,  so 
this  will  be  nothing  new.  You  are  advocating  the  Federal  Govern- 
ment step  in  and  finance  out  of  general  revenues  that  part  of  the  pro- 
gram that  is  over  and  above  the  regular  social  security  program.  Is 
that  correct? 

Dr.  Schottland.  Yes.  I  think  this  does  not  involve  all  new  Fed- 
eral funds.  It  could  very  well  be  a  considerable  saving  of  funds  now 
appropriated  for  old-age  assistance. 

Mr.  Burke.  Thank  you  very  much. 

The  Chairman.  Any  further  questions  ? 

If  not  again,  we  thank  you,  gentlemen. 

Without  objection  we  will  include  at  this  point  in  the  record  the 
testimony  that  Dr.  Felderman,  president  of  the  Association  of  New 
York  State  Physicians  &  Dentists,  would  have  delivered  had  it  been 
possible  for  him  to  have  been  here  today. 

(The  statement  referred  to  follows:) 

Statement  of  E.  J.  Felderman,  M.D.,  President  of  the  Association  of  New 
York  State  Physicians  and  Dentists 

Key  points: 

The  deduction  for  families  with  income  in  excess  of  $4,500  still  does  not  limit 
eligibility,  as  required  by  Title  XIX  of  the  Social  Security  Act,  to  those  medically 
needy  and  indigent  persons  whose  income  and  resources  are  insufficient  to  meet 
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the  cost  of  medical  service.  Instead,  the  New  York  Plan  will  continue  to  cover 
middle-income  families  whose  earnings  are  well  above  those  of  the  average  fac- 
tory production  worker  in  both  New  York  State  and  the  nation. 

The  deduction  passed  by  the  State  Legislature  will  save  less  than  three  per  cent 
of  the  total  cost  of  a  program  previously  estimated  to  cost  $532,000,000  even  in  it's 
first  year  by  Governor  Nelson  A.  Rockefeller  and  $1,600,000,000  annually  by 
Health  Insurance  actuaries.  Thus,  the  plan  still  requires  a  federal  contribution 
roughly  equal  to  the  amount  Congress  intended  to  spend  for  all  50  states  under 
this  program. 

The  net  income  eligibility  standard — presently  based  on  $6,000  after  taxes  and 
medical  premiums  for  a  family  of  four — should  be  substantially  reduced  to  more 
reasonable  levels,  consistent  with  the  language  and  objective  of  Title  XIX. 

Place  a  ceiling  on  total  Federal  Contributions  under  Title  XIX,  thus  forcing  a 
pro-rating  of  the  appropriation. 

Place  a  maximum  on  the  Federal  dollars  going  to  any  one  state  plan,  the 
number  of  people  to  be  covered  by  any  one  state  plan,  or  the  proportion  of  a 
state's  population  that  could  be  eligible  under  its  state  plan. 

Amend  the  substantive  provisions  of  Title  XIX  to  permit  deductibles  and 
co-insurance  on  in-hospital  care,  variations  in  benefits  between  geographic 
areas  in  the  same  state,  and  variations  in  benefits  between  eligible  groups  in 
the  same  state. 

A  year  has  hardly  passed  and  New  York  State's  Medicaid  Program  seems  to  be 
bogged  down  in  confusion,  lack  of  funds,  over-expenditure  and  under-utilization. 

The  intent  of  Congress  has  not  been  fulfilled  by  New  York  State's  extension 
of  benefits  to  the  middle  income  bracket. 

New  York  State  diluted  the  medical  aid  that  Congress  hoped  would  be  given 
to  those  who  are  truly  needy  (indigent). 

New  York  State's  implementation,  through  its  Board  of  Social  Welfare,  al- 
lowed for  a  six-thousand  dollar  net  income  for  a  family  of  four,  {net  income 
means  the  total  income  from  all  sources,  less  income  taxes,  health  insurance 
-premiums,  and  payments  made  pursuant  to  a  Court  Order,  and  in  addition,  in 
the  case  of  income  from  a  business,  or  the  operation  of  commercial  property,  net 
income  means  total  income  therefrom  less  the  expenses  incurred  for  the  pro- 
duction of  such  income *]  thereby  classifying  half  the  population  of  the  seventh 
wealthiest  state  in  these  United  States  as  medically  indigent. 

The  average  industrial  workers  income  in  the  State  of  New  York  is  approx- 
imately $6,200  per  year.  Many  of  these  workers,  through  union  and  employer 
health  plans,  have  themsevles  insured  with  varying  degrees  of  coverage.  The 
Federal  intent  of  Title  XIX  thus,  would  in  some  instances,  involve  a  segment 
of  this  labor  force. 

Our  feeling  is  that  the  needy  deserve  the  maximum  in  quality  and  quantity 
of  care. 

The  difficulties  into  which  the  New  York  State  Medicaid  Program  has  en- 
trapped itself  are  numerous  and  apparently  not  related  to  the  existing  Federal 
legislation. 

In  attempting  to  salvage  the  Medicaid  Program,  a  Compulsory  Health  Insur- 
ance Bill  was  introduced  into  the  State  Legislature  to  relieve  the  deficit  in- 
curred by  this  project,  that  as  yet  has  a  minimal  enrollment. 

To  say  that  New  York's  experience  is  unique,  we  can  only  look  to  a  sister 
state  3,000  miles  away — to  the  state  of  California  and  find  that  the  California 
Medical  Assistance  Program  will  have  expenditures  for  fiscal  1966-67  of  more 
than  712  million  dollars,  according  to  the  budget  figures.  Of  this  sum,  nearly 
Ufl  million  is  above  the  statutory  ceiling  on  spending  written  into  the  State  law. 

It  represents  the  cost  to  the  state  of  services  provided  by  counties  to  persons 
not  categorically  needy,  and  while  the  state  expects  to  receive  about  three- 
fourths  of  the  sum  from  county  funds,  nearly  34  million  remains  in  fiscal  limbo. 
Newscasts  have  described  attempts  at  cutting  back  nursing  home  utilization, 
establishing  a  fixed  fee  schedule  and  further  putting  aside  elective  surgical  pro- 
cedures until  a  later  date.  It  then  becomes  evident  with  California's  cautious 
approach,  and  the  effort  exerted  in  implementing  its  Medical  Program,  that  diffi- 
culties are  already  becoming  insurmountable. 

At  the  other  end  of  the  spectrum  is  New  York  State,  with  it's  grandiose 


1  State  of  New  York  Department  of  Social  Welfare,  Bulletin  #182,  page  7,  Sec.  3. 
Official  Policy,  para.  A,  subpara.  b. 
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approach,  with  which  it  will  definitely  bankrupt  itself  because  of  its  over  exten- 
sion, lack  of  fiscal  planning  and  hasty  promulgation  of  legislation. 

We  have  emphasized  repeatly  that  the  needy  deserve  the  best  of  care,  and  that 
it  is  the  duty  of  government  to  see  that  this  shall  bo — but,  we  also  must  define 
what  needy  is,  so  that  the  extravagant  New  York  State  Medicaid  Program  will 
not  deplete  and  cause  an  excessive  burden  on  the  tax  dollar. 

The  failure  to  define  needy  or  indigent  or  to  stipulate  a  limit  of  dollar  allot- 
ment to  the  State  has  enabled  New  York  to  extend  Medicaid  to  involve  8  million 
people.  In  attempting  to  establish  a  relatively  position  of  fiscal  responsibility, 
the  New  York  State  Legislature  formulated  a  Compulsory  Health  Insurance 
Bill,  which  was  intended  to  combine  private  insurance  and  medicaid  in  one 
structure. 

Last  year,  it  was  deemed  that  a  person  was  needy  and  that  they  could  not 
contribute  $150  toward  an  insurance  program.  This  year,  because  of  fiscal 
insolvency,  the  same  person  is  indemnified  along  with  his  employer  through 
proposed  legislation  to  the  tune  of  $120  respetcively.  Medical  costs  are  going  to 
continue  to  spiral  to  dizzying  heights.  This  inflationary  movement  is  reflecting 
a  true-cost  picture,  since  labor,  nursing  and  paramedical  employees  are  at  last 
achieving  their  rightful  status,  salary  and  fringe  benefits. 

The  proposed  Bill,  H.R.  5710,  setting  a  limit  of  150  percent  of  the  maximum 
cash  allotment  for  recipients  of  welfare  in  a  particiular  state,  would  approxi- 
mate the  gross  income  of  the  average  industrial  worker  in  New  York  State. 
This  does  not  limit  the  project  to  the  truly  needy  but  only  dilutes  a  program 
through  over  extension.  This  must  and  will  alter  the  intended  goal  of  quality 
care  for  all. 

The  examples  of  California  and  New  York  make  it  readily  apparent  that  there 
is  a  need  to  define  indigency  and  to  direct  the  government  dollar  to  this  specific 
segment  and  not  disburse  it  over  a  broad  horizon.  The  deductible  factor  that 
is  present  in  the  New  York  State  Plan  creates  further  confusion  to  apparently 
a  completely  confused  situation,  and  appears  to  be  prohibitive  by  Title  XIX, 
Sec.  1902A  (4)  and  (19).  Section  1902A  of  Title  XIX  specifically  prohibits 
cost-sharing  plans  for  in-patient  hospital  services,  retaining  the  cost  sharing 
plans  for  non-hospitalized  cases  only.  This  appears  to  run  in  conflict  with  the 
State  Statute,  Sec.  366(2)  (c).  Amendments  of  the  foregoing  to  allow  a  co- 
insurance and  cost-sharing  would  eradicate  a  tremendous  burdensome  problem. 
This  then  would  open  gates  to  the  concept  of  co-insurance,  that  could  be  avail- 
able to  the  recipient  who  is  above  a  newly  defined  level  of  medical  indigency. 
This  would  also  enable  the  medically  indigent  to  avail  themselves  of  services 
which  would  be  identical  to  those  who  are  more  fortunate.  This  then,  would 
forever  eliminate  the  barrier  at  double-standards  and  second-class  citizenship 
in  medical  care. 

Our  plan  is  that  the  maximum  cash  dollar  allotted  to  a  welfare  recipient  be  the 
baseline  for  indigency. 

From  this  point  to  150  percent  of  that  figure,  in  gross  earnings,  would  be  the 
shade  of  gray.  In  this  bracket,  co-insurance,  through  subsidization  on  both  the 
part  of  the  Federal  and  State  Governments  and  the  insured,  contributing  to  an 
underwriter  who  would  insure  total  health  and  care  needs  of  that  person. 

For  those  below  the  defined  level  of  indigency,  absolute  coverage  would  be 
their  right  through  Government  efforts. 

Contributions  of  the  insured  would  then  eliminate  the  concept  of  a  Townsend- 
like  plan  that  the  New  York  Medicaid  Act  proposes. 

For  those  people  who  are  at  a  level  that  is  considered  middle  income  and  above, 
the  privilege  of  insuring  themselves  by  contribution  of  100  percent  premium  to  a 
carrier,  at  the  same  rate  as  others  described  would  be  available,  thereby  pro- 
tecting themselves  from  the  ravages  of  catastrophic  illness  and  its  debilitating 
economic  effects. 

The  term  needy  which  has  been  repeatedly  used  by  ourselves,  as  well  as  in 
Social  Security  Laws,  has  been  held  to  have  its  customary  meaning  of  "indigent, 
necessitous,  very  poor".  See,  Moore  vs.  State  Social  Security  Commission,  233  Mo. 
App.  536.    122  S.W.  2d,  391,  393  (1938). 

As  the  program  is  implemented  in  New  York  State,  1.6  billion  dollars  is  not 
a  too  far  fetched  estimate,  and  exceedingly  in  excess  of  the  532  million  dollars 
that  Governor  Rockefeller  has  proposed. 

The  following  statement  was  made  to  the  press  by  State  Welfare  Commissioner 
George  K.  Wyman  on  February  16th  : 
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"New  York  State  has  established  and  put  into  operation  the  most  comprehen- 
sive Medicaid  operation  in  the  United  States.  It  has  expended  approximately 
327  million  (m  this  program  from  May  to  December" — this  is  with  only  a  partially 
implemented  program. 

History  notes  that  New  York's  Title  XIX  law  was  hastily  introduced,  "rushed 
through  with  only  token  opposition1'  New  York  Times,  4/30/66.  The  New  York 
Times  on  5/21/66,  stated  "rarely  l\as  Social  Legislation  of  the  scope  and  cost  of 
the  state's  new  Medical  Care  Program  been  enacted  among  such  confusion  or  with 
such  little  sense  of  direction.  This  program,  as  enacted  by  Congress  was  intended 
for  the  needy,  indigent  or  medically  indigent,  meaning  lacking  in  resources  to 
maintain  a  subsistance,  existance.  See,  Black's  Law  Dictionary,  4th.  Edition, 
1967.  However,  in  New  York  City,  possibly  six  governmental  agencies  at  the 
present  are  investigating  the  municipal  hospital  problems.  The  place  to  where 
the  needy  went  for  their  care  has  proven  to  be  absolutely  deficient,  inadequate, 
and  regressive  in  their  attitude  toward  the  recipients!.  Millions  of  dollars  are 
being  poured  forth  into  a  bottomless  pit,  and  millions  of  dollars  of  the  Medicaid 
money,  that  was4to  be  allocated  for  the  indigent  was  to  be  further  dropped  into 
this  chasm  of  the  municipal  hospital  system,  to  be  swallowed-up  without  elevating 
the  quality  and  quantity  of  care,  or  to  make  their  care  equivalent  to  those  who 
are  in  more  fortunate  economic  circumstances. 

In  summation: 

Amendments  to  Title  XIX  are  necessary. 
Create  a  co-insurance  program. 
Establish  a  realistic  level  of  medical  indigency. 
Guarantee  free  choice  of  duly  licensed  practitioner. 
^Guarantee  free  choice  of  facility. 

Eliminate  restrictive  clauses  in  reference  to  prior  authorization  for  hos< 
pitalization  and  treatment. 

Prevent  double-standard  care  so  as  to  eliminate  the  stigma  from  those  who 
are  recipients  of  the  Medical  Assistance  Program. 
The  final  goal  is  to  provide  equal  care  for  all  citizens  of  our  United  States. 
The  involvement  of  Government  in  Health  is  not  a  novel  concept,  it  is  looked 
forward  to  and  required,  but  should  be  consistent  with  what  is  requisite  in  the 
form  of  aid  to  the  people  who  are  truly  needy. 

The  Chairman.  Without  objection  the  committee  will  recess  until 
2  o'clock  this  afternoon.  Dr.  Stein  will  be  our  first  witness  at  that 
time. 

(Whereupon,  at  12 :30  p.m.,  the  committee  recessed  to  reconvene  at 
2  p.m.  the  same  day.) 

AFTER  RECESS 

(The  committee  reconvened  at  2  p.m.,  Hon.  Al  Ullman  presiding.) 
Mr.  Ullman.  The  committee  will  come  to  order. 
Our  next  witness  is  Dr.  Herman  D.  Stein.   Dr.  Stein,  would  you 
come  to  the  witness  table. 

STATEMENT  OF  DR.  HERMAN  D.  STEIN,  PRESIDENT,  COUNCIL  ON 
SOCIAL  WORK  EDUCATION,  ACCOMPANIED  BY  SISTER  MARY 
IMMACULATE,  MEMBER  OF  THE  BOARD 

Dr.  Stein.  Thank  you,  Mr.  Chairman.  Mr.  Chairman,  my  name  is 
Herman  D.  Stein.  I  am  the  dean  of  the  School  of  Applied  Social 
Sciences  of  Western  Reserve  University  in  Cleveland,  Ohio.  I  appear 
before  you  today  in  my  capacity  as  president  of  the  Council  on  Social 
Work  Education. 

Mr.  Ullman.  Dr.  Stein,  we  are  very  happy  to  have  you  here.  Would 
you  please  identify  your  associate  also  for  the  committee? 
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Dr.  Stein.  Yes.  I  am  accompanied  by  Sister  Mary  Immaculate,  a 
member  of  the  board  of  the  Council  on  Social  Work  Education  and 
director  of  the  Warden  School  of  Social  Service  of  the  Lady  of  the 
Lake  College  in  San  Antonio,  Tex. 

Mr.  Ullman.  We  are  happy  to  have  you,  Sister. 

Sister  Mary  Immaculate.  Thank  you. 

Mr.  Ullman.  You  may  proceed.  Your  full  statement  will  appear  in 
the  record  and  whatever  appendages  that  you  have  will  also  appear  in 
the  record. 

(The  statement  referred  to  follows:) 

Statement  of  Dr.  Herman  D.  Stein 

My  name  is  Herman  D.  Stein.  I  am  the  dean  of  the  School  of  Applied  Social 
Sciences  of  Western  Reserve  University  in  Cleveland,  Ohio.  I  appear  before 
you  today  in  my  capacity  as  President  of  the  Council  on  Social  Work  Education. 

The  Council  is  the  one  and  only  national  agency  exclusively  concerned  with 
social  work  education.  The  contitutent  members  of  the  Council  on  Social  Work 
Education  include  not  only  the  63  accredited  graduate  schools  of  social  work  in 
the  United  States  and  almost  200  colleges  and  universities  with  undergraduate 
programs  in  social  welfare,  but  also  over  40  major  national  health  and  welfare 
organizations,  and  the  National  Association  of  Social  Workers  with  over  45,000 
members  who  are  concerned  about  social  work  education.  In  addition,  thousands 
of  state  and  local  health  and  welfare  agencies,  libraries,  individual  educators, 
practitioners  and  interested  citizens  are  also  affiliated  with  the  Council.  ( I  am 
attaching  to  this  Statement  lists  of  our  member  colleges  and  universities  in  each 
state  and  our  non-governmental  national  agency  members.) 

The  key  purposes  of  the  Council  are  to  set  and  maintain  standards  for  gradu- 
ate schools  of  social  work  and  to  give  leadership  to  the  enhancement  and 
expansion  of  social  work  education  at  the  undergraduate,  master's  degree  and 
doctoral  level. 

I  speak  in  support  of  the  Mills  bill,  H.R.  5710,  and  especially  of  title  IV  on 
"Social  Work  Manpower  and  Training." 

adequate  supply  of  properly  prepared  manpower  is  critical 

No  service  is  better  than  the  quality  of  personnel  who  direct  it.  This  is  as 
true  in  health  and  welfare  as  it  is  in  business  and  industry. 

There  are  today  over  10,000  budgeted  social  work  positions  in  health  and  wel- 
fare agencies  that  are  unfilled.  Many  social  work  positions  requiring  the  highest 
level  of  competence  are  filled  by  people  who  do  not  have  adequate  preparation. 
Billions  of  dollars  are  provided  each  year  by  private  citizens,  business  and  labor 
groups,  foundations,  and  government — local,  state,  and  federal — to  carry  out  the 
many  programs  and  services  with  which  the  United  States  helps  its  needy,, 
physically  sick,  mentally  ill,  young  and  aging,  and  its  physically  and  emotionally 
handicapped.  To  utilize  both  the  tax  and  contributors'  dollars  judiciously  and 
effectively,  an  adequate  number  of  appropriately  educated  social  work  personnel 
is  essential.  The  need  is  critical  both  in  positions  requiring  professional  compe^ 
tence  and  to  fill  the  rapidly  growing  number  of  positions  not  requiring  graduate 
professional  education,  in  order  to  achieve  effective  service  at  minimum  cost. 

CURRENT  SOCIAL  WORK  MANPOWER  NEEDS  CANNOT  BE  MET  WITHOUT  FEDERAL  AID 

Schools  of  social  work  have  increased  their  enrollments  and  their  graduates 
more  than  100  per  cent  in  the  last  decade.  Yet,  the  existing  programs  of  social 
work  education  are  unable  to  graduate  enough  students  to  meet  even  the  man- 
power needs  of  the  past.  Implementation  of  the  provisions  and  intent  of  the 
many  significant  laws  dealing  with  health,  education,  and  welfare  passed  in  the 
last  session  of  Congress  calls  for  a  far  larger  number  of  social  work  personnel 
than  ever  before.  Unless  new  and  major  federal  support  becomes  available  to 
help  social  work  education  to  expand  substantially,  schools  of  social  work  will 
not — cannot — produce  enough  social  workers  to  meet  current,  much  less  future, 
demands. 
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MAJOR  EXPANSION  OF  SOCIAL  WORK  EDUCATION  IS  NECESSARY  AND  URGENT 

It  has  been  estimated  that  in  the  next  decade,  because  of  the  growing  popula- 
tion alone,  there  will  be  a  need  for  a  50  per  cent  increase  of  social  work  personnel 
in  the  United  States  just  to  maintain  the  present  level  of  service — inadequate  as 
it  is.  In  addition  to  the  population  explosion,  the  many  problems  resulting  from 
Negro  ghettos  in  our  cities,  from  increasing  automation,  from  the  swelling 
migration  to  huge  urban  centers,  demand  highly  trained  professionals.  More 
specifically,  the  1962  Public  Welfare  Amendments,  with  their  emphasis  on 
rehabilitation,  the  new  developments  in  comprehensive  community  planning  in 
health  and  medical  care,  in  prevention  and  treatment  of  crime  and  juvenile 
deliquency,  and  new  community  mental  health  programs,  all  call  for  more  social 
work  personnel.  The  Task  Force  on  Social  Work  Education  and  Manpower 
of  the  U.S.  Department  of  Health,  Education,  and  Welfare,  in  its  report  entitled 
"Closing  the  Gap  in  Social  Work  Manpower"  published  last  year,  documented 
the  need  by  1970  for  100,000  new  social  workers  with  graduate  professional 
education  and  for  many  more  thousands  of  college  graduates  to  be  employed 
in  certain  tasks  in  social  welfare  not  requiring  graduate  professional  education. 
Increased,  use  of  auxiliary  personnel  also  increases  the  need  for  professionally 
educated  personnel  in  planning,  administration  and  supervision.  There  has 
also  been  growing  recognition  that  social  workers  can  and  should  play  a  major 
role  in  the  prevention  as  well  as  the  alleviation  of  individual  and  social  problems. 
This,  again,  calls  for  more  personnel  and  more  highly  trained  social  workers. 

It  is  not  only  government  services,  the  Protestant,  Catholic  or  Jewish  agencies, 
or  the  voluntary  non-sectarian  agencies  which  require  more  social  work  personnel 
but  also  industry  and  the  military  services  which  in  recent  years  have  begun  to 
seek  social  work  staff  in  increasing  numbers. 

The  supply  and  demand  relationship  of  social  work  manpower  is  out  of  balance 
and  growing  worse.  Operating  at  full  capacity  and  at  an  all-time  high,  all  the 
schools  of  social  work  now  graduate  fewer  than  4,000  social  workers  each  year. 
Similarly,  it  is  estimated  that  fewer  than  4,000  students  complete  undergraduate 
programs  in  social  welfare  annually.  At  the  present  rate,  it  would  take  the 
existing  schools  of  social  work  over  twenty  years  to  train  the  100,000  new  pro- 
fessionally educated  social  workers  needed  for  the  public  services  by  1970 !  Obvi- 
ously, major  expansion  of  social  work  education  is  necessary  and  urgent. 

THE  "OUTPUT"  OF  SCHOOLS  OF  SOCIAL  WORK  HAS  GROWN  ;  BUT  NOT  NEARLY  ENOUGH  ! 

The  schools  of  social  work  have  done  everything  possible  within  their  resources 
to  expand  and  increase  the  number  of  graduates.  The  "output"  in  recent  years 
has  grown  substantially,  but  the  increase  has  not  been  adequate  to  the  need. 

The  number  of  schools  has  been  growing  consistently. — As  of  January  1967, 
there  are  63  accredited  schools  of  social  work  in  the  United  States.  The  number 
of  accredited  schools  has  grown  in  recent  years  at  an  average  rate  of  about  one 
new  school  a  year.  In  1950  there  were  48  schools.  Between  1950  and  1960,  9  new 
schools  were  accredited;  since  1960,  6  more  have  become  accredited  schools. 
These  are  located  in  Arizona,  California,  Georgia,  Maryland,  Oregon,  and 
Wisconsin. 

Enrollment  has  oeen  increasing  each  year  in  the  past  decade. — There  has  been 
an  annual  increase  of  about  14  per  cent  since  1954.  In  the  academic  year  1966- 
67,  there  were  9,335  full-time  master's  degree  students  enrolled  in  the  63  schools 
of  social  work.  This  represents  an  overall  increase  of  11  per  cent  in  enrollment 
in  the  master's  degree  programs  over  last  year  (from  8,380  to  9,335)  and  marks 
an  all-time  high. 

The  number  of  .graduates  from  schools  of  social  work  has  reached  an  all-time 
high. — The  increased  enrollment  in  the  master's  programs  of  schools  of  social 
work  in  recent  years,  as  would  be  expected,  is  reflected  in  the  number  of  grad- 
uates. The  year  in  which  the  fewest  students  were  graduated  in  the  last  decade 
and  a  half  was  1957,  with  less  than  1,700.  By  1960,  the  number  had  grown  to 
about  2,000.  At  the  end  of  the  academic  year  1965-66,  3,693  students  were 
graduated  from  the  63  accredited  schools.  This  number  represents  more  than  a 
100  per  cent  increase  since  1957  (from  1,612  to  3,693) . 

While  no  similar  comprehensive  and  reliable  data  are  available  for  under- 
graduate programs  in  social  welfare,  there  is  ample  evidence  of  their  growth 
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and  development  in  recent  years.  One  example  is  the  increase  in  the  member- 
ship of  undergraduate  programs  in  the  Council  from  about  50  in  1957  to  198  in 
1967. 

FURTHER  EXPANSION  OF  SOCIAL  WORK  EDUCATION  IS  NECESSARY  AND  POSSIBLE 

The  enrollment  of  schools  of  social  work  is  at  an  all-time  high.  Most  schools 
are  filled  to  capacity  and  are  forced  to  turn  away  qualified  students. 

In  a  survey  conducted  by  the  Council  in  1964,  48  out  of  the  then  existing  59 
accredited  schools  of  social  work  reported  that  they  could  not  accept  all  the 
applicants  who  met  their  entrance  requirements.  The  situation  has  grown  worse 
since  then.  In  the  same  1964  survey,  57  out  of  the  59  schools  indicated  that, 
if  funds  were  available,  they  could  and  would  expand. 

A  special  committee  of  deans,  in  the  Spring  of  1966,  made  a  study  and  pre- 
pared a  detailed  report  on  how  much  and  how  fast  social  work  education  could 
expand  in  the  decade,  1966-76,  if  adequate  funds  became  available.  They  con- 
cluded that  social  work  education  could  produce: 

96,700  master's  degree  graduates  from  schools  of  social  work. 

100,000  college  graduates  from  undergraduate  programs  in  social  welfare. 

1,200  doctoral  degree  graduates  from  social  work  programs. 

The  Committee  indicated  in  its  report:  "We  recognize  that  to  achieve  the 
projected  quantitative  growth,  without  a  negative  effect  on  quality,  will  require 
a  supreme  effort  on  the  part  of  schools  of  social  work  and  all  others  related  to 
social  work  education.  .  .  .  The  manpower  needs  in  social  welfare  make  these 
projections  for  a  major  expansion  of  social  work  education  imperative.  We 
believe  that  they  are  attainable  if  substantial  new  support  for  faculty,  facilities 
and  student  aid  becomes  available  quickly." 

The  output  of  social  work  education  can  be  increased  through  (a)  the  estab- 
lishment of  new  schools  and  programs;  (b)  the  expansion  of  existing  schools 
and  programs,  and  (c)  the  development  of  different  patterns  of  education. 

Six  new  schools  of  social  work  have  opened  in  the  past  two  years  and  are 
working  toward  accreditation.  These  are  located  in  California,  Florida,  Illinois, 
and  New  York.  As  a  rule,  the  interest  and  impetus  for  new  schools  has  come 
from  public  or  voluntary  agencies  in  the  area  and/or  the  university  officials. 
Usually  it  takes  many  years  for  the  interest  in  establishing  a  school  of  social 
work  to  be  translated  into  reality.  Almost  invariably,  the  lack  of  adequate 
funds  is  the  cause  of  slow  progress  or  no  progress.  The  availability  of  federal 
funds  to  help  establish  new  schools  of  social  work  in  both  private  and  public 
institutions  of  higher  learning  could  be  a  critical  factor  in  the  next  few  years. 

At  the  present  time,  18  states  have  no  schools  of  social  work.  These  states 
include  two  represented  by  members  of  this  Committee D  (Arkansas  and  Mon- 
tana ) .  Some  believe  that  every  state  should  have  at  least  one  school  of  social 
work.  They  argue  that  in  addition  to  meeting  staff  needs,  the  state  will 
derive  other  benefits'  from  a  school  in  the  area,  such  as  professional  leadership, 
a  center  for  research  on  the  social  problems  of  the  state,  and  encouragement 
of  continuing  study  by  practitioners.  The  Council  is  currently  working  with 
universities  in  21  states  which  are  at  various  stages  of  planning  for  new  pro- 
grams of  social  work  education.  It  is  anticipated  that,  if  adequate  funds 
become  available,  schools  of  social  work  will  produce  additional  social  work 
personnel  in  the  near  future  in  Alabama,  Arkansas,  California,  Florida,  Illinois, 
Massachusetts,  Michigan,  New  York,  North  or  South  Dakota,  Ohio,  Pennsly- 
vania,  Texas,  Virginia,  and  Wisconsin. 

Although  existing  schools  of  social  work  have  increased  their  enrollments 
annually,  the  lack  of  funds  for  new  faculty  and  enlarged  facilities  has  been 
a  limiting  factor  on  growth.  Schools  have  indicated  that  they  cannot  continue 
to  increase  enrollment  and  maintain  high  quality  education  without  new  and 
additional  funds. 

Colleges  and  universities  have  been  slow  or  unable  to  initiate  new  under- 
graduate programs  due  to  limited  university  funds.  For  the  same  reason,  exist- 
ing programs  have  been  unable  to  add  to  their  faculties  in  order  to  prepare  more 
students.    The  availability  of  federal  funds  would  make  a  major  difference. 

LACK  OF  FACULTY  IS  A  KEY  OBSTACLE  TO  EXPANSION  OF  SOCIAL  WORK  EDUCATION 

The  Deans'  Committee  report  mentioned  earlier  estimated  that  to  achieve 
the  projected  expansion  of  existing  graduate  schools  of  social  work,  the  creation 
of  new  schools  of  high  quality,  and  the  development  of  undergraduate  programs 
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in  social  welfare  will  require,  between  1966  and  1976,  approximately  1,600  new 
full-time  faculty  members  for  graduate  schools  and  300  new  full-time  social 
work  faculty  for  undergraduate  programs.  This  estimate  took  into  considera- 
tion the  current  and  continuing  use  of  part-time  faculty,  improved  utilization 
of  faculty  in  the  years,  ahead  through  new  teaching  patterns  and  educational 
technology,  and  a  probable  20  percent  loss  of  existing  faculty  due  to  marriage, 
motherhood,  retirement,  and  other  causes.  To  this  total  of  1,900  new  full-time 
faculty  needed  for  the  expansion  of  social  work  education  in  the  next  decade  must 
be  added  at  least  another  100  for  currently  existing  vacancies. 

It  will  require  a  major  effort  to  recruit,  prepare  and  pay  for  new  faculty  for 
social  work  education  in  the  next  decade.  Many  but  not  all  of  these  new  faculty 
members  will  need  doctoral  or  other  advanced  preparation.  The  new  schools 
as  well  as  the  existing  programs  will  require  financial  aid  in  order  to  produce 
and  employ  faculty  needed  to  produce  more  graduates. 

Colleges  and  universities  will  need  additional  resources  for  field  instruction 
and  will  need  increased  staff  in  the  dean's  oflice,  the  admissions  oflice,  and  in 
various  supporting  services.  They  will  also  need  to  find,  renovate,  or  construct 
facilities  for  increased  student  bodies,  faculties  and  research  activities.  We 
are  disappointed  that  the  bill  does  not  provide  funds  for  new  construction  which 
will  be  necessary  for  new  schools  and  will  also  be  needed  by  existing  schools  in 
order  to  continue  to  expand.  We  all  hope  that,  in  the  future,  Congress  will 
provide  funds  to  help  meet  the  cost  of  new  physical  facilities  for  social  work 
education,  as  has  been  done  for  various  other  professional  schools. 

FEDERAL  AID   CAN   MAKE  THE  DIFFERENCE 

Schools  of  social  work  in  the  years  ahead  can  be  the  spur  or  the  bottleneck 
in  efforts  to  improve  and  increase  needed  health  and  welfare  services  by  ensuring 
adequate  quantity  and  quality  of  social  work  personnel.  Major  expansion  of 
existing  schools  of  social  work  and  undergraduate  programs  in  social  welfare, 
and  the  establishment  of  new  schools  and  programs  will  require  federal  aid. 
Until  and  unless  there  is  expansion  of  social  work  education,  the  ever-growing 
shortage  of  social  work  personnel  will  be  an  insurmountable  obstacle  to  the 
effectiveness  of  existing  health  and  welfare  programs,  as  well  as  to  their  further 
improvement  and  expansion. 

Ass  president  of  the  Council  on  Social  Work  Education,  I  want  to  pledge  to 
you,  on  behalf  of  all  our  member  schools1 — whether  state  universities,  those  under 
religious  auspices  or  private  non-sectarian  institutions — that  we  will  exert  every 
effort  to  make  every  dollar  of  federal  support  go  as  far  as  possible  in  turning 
out  the  maximum  number  of  well  prepared  personnel  so  urgently  needed  in 
the  various  health  and  welfare  services. 

Summary 

There  are  today  over  10,000  budgeted  social  work  positions  in  health  and  wel- 
fare agencies  that  are  unfilled,  and  many  of  these  positions  requiring  the  highest 
level  of  competence  are  filled  by  people  without  adequate  preparation.  Billions 
of  dollars  are  provided  each  year  by  private  citizens,  business  and  labor  groups, 
foundations,  and  government  to  carry  out  the  many  programs  and  services  with 
which  the  United  States  helps  its  needy,  physically  sick,  mentally  ill,  young  and 
aging,  and  its  physically  and  emotionally  handicapped.  To  utilize  both  the  tax 
and  contributors'  dollars  judiciously  and  effectively,  an  adequate  number  of  ap- 
propriately educated  social  work  personnel  is  essential. 

The  Task  Force  on  Social  Work  Education  and  Manpower  of  the  U.S.  Depart- 
ment of  Health,  Education,  and  Welfare,  in  its  report  entitled  "Closing  the  Gap 
in  Social  Work  Manpower"  published  last  year,  documented  the  need  by  1970  for 
100,000  new  social  work  staff  with  graduate  professional  education  and  for  many 
additional  college  graduates  for  positions  not  requiring  graduate  professional 
education. 

At  the  present  time,  there  are  63  accredited  graduate  schools  of  social  work 
which  can  graduate  fewer  than  4,000  students  each  year.  Eighteen  states  have 
no  schools  of  social  work.  New  schools  are  being  considered  in  over  30  states, 
but  the  costs  of  establishing  new  programs,  renovating  or  constructing  facilities 
for  increased  student  enrollment,  and  especially  in  acquiring  the  needed  facility, 
far  exceed  the  financial  resources  available. 
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Major  expansion  of  existing  schools  of  social  work  and  undergraduate  pro- 
grams in  social  welfare,  and  the  establishment  of  new  schools  and  programs  will 
require  federal  aid.  Until  and  unless  there  is  expansion  of  social  work  education, 
the  ever-growing  shortage  of  social  work  personnel  will  be  an  insurmountable 
obstacle  to  the  effectiveness  of  existing  health  and  welfare  programs,  as  well  as 
to  the  further  improvement  and  expansion  of  these  services. 

We  therefore  support  and  urge  passage  of  TITLE  IV,  Social  Work  Manpower 
and  Training,  of  HR  5710. 


Graduate  Professional  Schools  of  Social  Work  in  Canada  and  the  U.S.A. 

FOREWORD 

Accreditation  of  schools 

The  purpose  of  accrediting  in  social  work  is  to  insure  the  establishment  and 
maintenance  of  high  standards  of  professional  education.  The  list  of  accredited 
schools  is  published  to  enable  prospective  social  work  students  to  select  approved 
programs  of  professional  education,  to  acquaint  prospective  employers  with  the 
schools  that  have  been  recognized  as  qualified  to  prepare  professional  social 
work  personnel,  and  to  inform  the  public  of  the  educational  programs  in  social 
work  that  merit  support. 

On  July  1,  1952,  the  accrediting  function  that  had  been  carried  since  1927  by 
the  former  American  Association  of  Schools  of  Social  Work  was  transferred 
along  with  its  other  functions  to  the  Council  on  Social  Work  Education.  The 
Council  carries  on  its  accrediting  responsibility  for  schools  of  social  work  in  the 
United  States  and  Canada  through  a  semi-autonomous  Commission  on  Accredita- 
tion. A  legal  status  is  attached  to  the  accrediting  function  in  social  work  through 
legislation,  rules,  and  regulations  governing  the  employment  of  social  work  per- 
sonnel by  federal,  state,  and  local  agencies. 

The  dates  in  parentheses  in  the  accredited  list  indicate  the  years  in  which 
schools  were  accredited.  Accreditation  is  granted  for  the  school's  total  program. 
There  is  no  separate  accreditation  for  the  master's  or  advanced  programs  nor  for 
particular  sequences  of  courses  within  those  programs,  nor  for  any  specialization 
by  any  definition.  For  identification  purposes,  schools  offering  third-year  and 
doctoral  programs,  or  both,  are  marked  with  the  f . 

Education  for  social  work  practice 

The  two-year  graduate  social  work  curriculum  provides  basic  professional  pre- 
paration for  practice  in  the  variety  of  programs  using  professional  social 
workers. 

Schools  of  social  work  offer  a  wide  range  of  opportunities  for  field  instruction, 
which  they  will  plan  with  a  student  to  meet  his  career  interests  in  social  work 
practice.  All  schools  use  a  variety  of  agencies  for  field  instruction,  specified  in 
their  catalogues.  Inquiries  about  the  types  of  agencies  in  which  field  instruction 
is  offered,  and  about  educational  programs  and  admission  requirements  of  each 
school,  should  be  directed  to  the  individual  schools. 

The  official  Curriculum  Policy  currently  in  use  for  the  master's  degree  curric- 
ulum was  adopted  in  1962.  The  policy  establishes,  among  other  goals,  that  the 
master's  degree  graduate  understand  the  central  concepts,  principles,  and  tech- 
niques applied  in  social  work  practice,  that  he  recognize  the  similarities  and 
differences  in  the  helping  roles  and  problem-solving  processes  associated  with 
service  to  individuals,  groups,  and  communities,  and  that  he  learn  an  orderly 
and  systematic  approach  to  the  helping  and  problem-solving  tasks  of  professional 
practice.  The  schools  vary  in  the  organization  of  their  respective  curricula  for 
class  and  field  instruction  in  direct  service  to  individuals,  groups,  and 
communities. 

In  some  schools  the  curriculum  encompasses  the  teaching  of  practice  in  direct 
service  in  a  sequence  of  social  work  practice. 

In  the  majority  of  schools,  the  practice  of  direct  service  is  taught  in  separate 
two-year  sequences  of  class  and  related  field  instruction  that  focus,  respectively, 
on  service  to  individuals,  to  groups,  and  to  communities.  All  schools  offer  a 
two-year  sequence  in  class  and  field  instruction  in  social  casework.  Schools  that 
offer  a  similar  sequence  in  social  group  work  are  marked  with  a  #  ;  schools  that 
offer  a  similar  sequence  in  community  organization  are  marked  with  a  ** ;  and 
schools  that  offer  an  opportunity  in  the  second  year  only  for  class  and  field  in- 
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struction  in  community  organization  are  marked  with  a  *.  According  to  official 
policy  the  curriculum  at  the  master's  level  includes  some  study  in  administration 
and  research.  A  few  schools  offer  class  and  field  instruction  in  administration 
and  in  research  on  an  experimental  basis  or  for  especially  selected  students  for 
whom  resources  are  available. 

Reference  files 

In  addition  to  the  current  list,  the  Council  on  Social  Work  Education  main- 
tains for  reference  purposes  a  master  list  of  all  schools  of  social  work  that  have 
been  accredited  by  the  former  American  Association  of  Schools  of  Social  Work 
and  by  the  Council,  showing  the  dates  of  establishment  and  discontinuance,  the 
actual  and  retroactive  dates  of  accreditation  of  basic  programs,  the  dates  of 
change  in  status,  and  former  approval  of  specialized  programs. 

Canada 

british  columbia 

*#  University  of  British  Columbia,  School  of  Social  Work,  Vancouver  8,  Brit- 
ish Columbia.    William  G.  Dixon,  Director.  (1945) 

MANITOBA 

# University  of  Manitoba,  School  of  Social  Work,  Winnipeg,  Manitoba.  Helen 
Mann,  Director.  (1949) 

ONTARIO 

University  of  Ottawa,  School  of  Social  Welfare,  St.  Patrick's  College,  Ottawa  1, 
Ontario.    Rev.  Swithun  Bowers,  O.M.I.,  Director.  (1951) 

**#f University  of  Toronto,  School  of  Social  Work,  Toronto  5,  Canada. 
Charles  E.  Hendry,  Director.    (1919;  withdrew  1928;  readmitted  1939) 

QUEBEC 

*#Laval  University,  School  of  Social  Work,  Quebec  10,  Quebec.  Simone  Pare, 
Director.  (1952) 

**#fMcGill  University,  School  of  Social  Work,  3506  University  Street,  Mont- 
real 2,  Quebec.  Director  to  be  appointed.  (1924;  withdrew  1932;  readmitted 
1939) 

**#Universite  de  Montreal,  Ecole  de  Service  Social,  CP.  6128,  Montreal, 
Quebec.    Marguerite  Mathieu,  Acting  Director.  (1951) 

United  States 

ARIZONA 

Arizona  State  University,  Graduate  School  of  Social  Service  Administration, 
Tempe,  Arizona  85281.    Horace  W.  Lundberg,  Dean.  (1965) 

CALIFORNIA 

*#University  of  California,  Berkeley,  School  of  Social  Welfare,  Berkeley, 
California  94720.    Milton  Chernin,  Dean.  (1949) 

**University  of  California,  Los  Angeles,  School  of  Social  Welfare,  Los  Angeles, 
California  90024.    Eileen  Blackey,  Dean.  (1949) 

Fresno  State  College,  Division  of  Social  Work,  Fresno,  California  93726. 
Thomas  M.  Brigham,  Director.  (1966) 

San  Diego  State  College,  School  of  Social  Work,  San  Diego,  California  92115. 
Ernest  F.  White,  Dean.  (1966) 

* 1  fUniversity  of  Southern  California,  School  of  Social  Work,  University 
Park,  Los  Angeles,  California  90007.  Malcolm  B.  Stinson,  Dean.  (1922)  1 A 
concentration  in  social  work  practice  replaces  the  former  concentrations  in 
social  casework  and  social  group  work. 

COLORADO 

*# University  of  Denver,  The  Graduate  School  of  Social  Work,  Denver,  Colo- 
rado 80210.    Emil  M.  Sunley,  Dean.  (1933) 
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CONNECTICUT 

#  University  of  Connecticut,  School  of  Social  Work,  1380  Asylum  Avenue, 
Hartford,  Connecticut  06105.    Harleigh  B.  Trecker,  Dean.  (1949) 

DISTKICT  OF  COLUMBIA 

**#tThe  Catholic  University  of  America,  The  National  Catholic  School  of 
Social  Service,  Washington,  D.C.  20017.    Frederick  J.  Ferris,  Dean.  (1923) 

**#Howard  University,  School  of  Social  Work,  Washington,  D.C.  20001.  Mrs. 
Inbel  Burns  Lindsay,  Dean.  (1940) 

FLORIDA 

Florida  State  University,  School  of  Social  Welfare,  Graduate  Department  of 
Social  Work,  Tallahassee,  Florida  32306.  David  L.  Levine,  Chairman.  Coyle 
E.  Moore,  Dean.  (1950) 

GEORGIA 

**# Atlanta  University  School  of  Social  Work,  Atlanta,  Georgia  30314. 
William  S.  Jackson,  Dean.  (1928) 

University  of  Georgia,  School  of  Social  Work,  Athens,  Georgia  30601. 
Charles  A.  Stewart,  Dean.  (1966) 

HAWAII 

# University  of  Hawaii.  School  of  Social  Work,  1776  University  Avenue, 
Honolulu,  Hawaii  96814.    Mrs.  Katharine  N.  Handley,  Dean.  (1942) 

ILLINOIS 

*#t University  of  Chicago,  School  of  Social  Service  Administration,  969  East 
60th  Street,  Chicago,  Illinois  60637.    Alton  A.  Linford,  Dean.  (1919). 

University  of  Illinois,  The  Jane  Addams  Graduate  School  of  Social  Work, 
Urbana,  Illinois  61801.    Mark  Hale,  Director.  (1946) 

#  Chicago  Branch,  Circle  Campus,  8601  South  Morgan  Street,  P.O.  Box  4348, 
Chicago,  Illinois  60680. 

Loyola  University,  School  of  Social  Work,  820  North  Michigan  Avenue,  Chi- 
cago, Illinois  60611.    Matthew  H.  Schoenbaum,  Dean.  (1921) 

INDIANA 

#  Indiana  University,  Graduate  School  of  Social  Service,  122  East  Michigan 
Street,  Indianapolis,  Indiana  46204.   Dean  to  be  appointed.  (1923) 

IOWA 

The  University  of  Iowa,  School  of  Social  Work,  Iowa  City,  Iowa  52240.  Frank 
Z.  Glick,  Director.  (1951). 

KANSAS 

#  University  of  Kansas,  Graduate  Department  of  Social  Work,  308  Blake  Hall, 
Lawrence,  Kansas  66044.    Joseph  F.  Meisels,  Chairman.  (1948) 

KENTUCKY 

University  of  Louisville,  The  Raymond  A.  Kent  School  of  Social  Work,  Louis- 
ville, Kentucky  40208.    Kenneth  W.  Kindelsperger,  Dean.  (1937) 

LOUISIANA 

Louisiana  State  University,  School  of  Social  Welfare,  Baton  Rouge,  Louis- 
iana 70803.   Earl  E.  Kein,  Director.  (1940) 

#fTulane  University,  School  of  Social  Work,  New  Orleans,  Louisiana  70118. 
Walter  L.  Kindelsperger,  Dean.  (1927) 

MARYLAND 

**University  of  Maryland,  School  of  Social  Work,  721  West  Redwood  Street, 
Baltimore,  Maryland  21201.    Verl  S.  Lewis,  Dean.  (1963) 
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MASSACHUSETTS 

**Boston  College,  School  of  Social  Work,  126  Newbury  Street,  Boston,  Massa- 
chusetts 02116.    Rev.  John  V.  Driscoll,  S.J.,  Dean.  (1938) 

*#Boston  University,  School  of  Social  Work,  264  Bay  State  Road,  Boston, 
Massachusetts  02215.    John  McDowel,  Dean.  (1939) 

Simmons  College,  School  of  Social  Work,  51  Commonwealth  Avenue,  Boston, 
Massachusetts  02116.    Robert  F.  Rutherford,  Director.  (1919) 

t  Smith  College,  School  of  Social  Work,  Northampton,  Massachusetts.  Howard 
J.  Parad,  Director.  (1919) 

MICHIGAN 

Michigan  State  University,  School  of  Social  Work,  (College  of  Social  Science), 
224  Morrill  Hall,  East  Lansing,  Michigan  48823.  Daniel  E.  O'Keefe,  Director. 
(1952) 

**#f University  of  Michigan,  School  of  Social  Work,  Ann  Arbor,  Michigan 
48104.    Fedele  F.  Fauri,  Dean.  (1922) 

**# Wayne  State  University,  School  of  Social  Work,  Detroit,  Michigan  48202. 
Sidney  Dillick,  Dean.  (1942) 

MINNESOTA 

*#fUniversity  of  Minnesota,  School  of  Social  Work,  Minneapolis,  Minnesota 
55455.    John  C.  Kidneigh,  Director.  (1919) 

MISSOURI 

University  of  Missouri,  The  School  of  Social  Work,  909  University  Avenue, 
114  Professional  Building,  Columbia,  Missouri  65202.  Arthur  J.  Robins,  Direc- 
tor.   (1919;  withdrew  1937;  readmitted  1948) 

#  Saint  Louis  University,  School  of  Social  Service,  3801  West  Pine  Boulevard, 
St.  Louis,  Missouri  63108.    Rev.  B.  J.  Coughlin,  S.J.,  Dean.  (1933) 

*#f Washington  University,  The  George  Warren  Brown  School  of  Social  Work, 
St.  Louis,  Missouri  63130.    Wayne  Vasey,  Dean.  (1928) 

NEBRASKA 

#  University  of  Nebraska,  Graduate  School  of  Social  Work,  Lincoln,  Nebraska 
68508.    Richard  Guilford,  Director.  (1940) 

NEW  JERSEY 

**#Rutgers,  The  State  University,  Graduate  School  of  Social  Work,  New 
Brunswick,  New  Jersey  08903.    Werner  W.  Boehm,  Dean.  (1957) 

NEW  YORK 

*#Adelphi  University,  Graduate  School  of  Social  Work,  Garden  City,  Long 
Island,  New  York  11530.    Joseph  L.  Vigilante,  Dean.    ( 1951 ) 

**#f Columbia  University,  School  of  Social  Work,  2  East  91st  Street,  New 
York,  New  York  10028.    Fred  DelliQuadri,  Dean.  (1919) 

**#Fordham  University,  School  of  Social  Service,  134  East  39th  Street,  New 
York,  New  York  10016.    Rita  A.  McGuire,  Acting  Dean.  (1929) 

# Hunter  College  of  The  City  University  of  New  York,  School  of  Social  Work, 
790  Madison  Avenue,  Room  304,  New  York,  New  York  10021.  Paul  Schreiber, 
Director.  (1958) 

#New  York  University,  Graduate  School  of  Social  Work,  3  Washington  Square 
North,  New  York,  New  York  10003.    Alex  Rosen,  Dean.  (1955) 

**# State  University  of  New  York  at  Buffalo,  School  of  Social  Welfare,  19 
Library  Circle,  Buffalo,  New  York  14214.    Benjamin  H.  Lyndon,  Dean.  (1934) 

#  Syracuse  University,  School  of  Social  Work,  926  South  Crouse  Avenue, 
Syracuse,  New  York  13210.    Walter  M.  Beattie,  Jr.,  Dean.  (1958) 

#Yeshiva  University,  Wurzweiler  School  of  Social  Work,  55  Fifth  Avenue, 
New  York,  New  York  10003.    Morton  I.  Teicher,  Dean.  (1959) 

NORTH  CAROLINA 

♦University  of  North  Carolina,  School  of  Social  Work,  113  Alumni  Building, 
Chapel  Hill,  North  Carolina  27514.  C.  Wilson  Anderson,  Dean.  (1920;  with- 
drew 1932 ;  readmitted  1936) 
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OHIO 

**#fOhio  State  University,  School  of  Social  Work,  1947  N.  College  Road, 
Columbus,  Ohio  43210.    Richard  Medhurst,  Director.  (1919) 

Cincinnati  Center  of  Ohio  State  University,  Room  100,  Scioto  Building, 
University  of  Cincinnati,  2920  Scioto  Street,  Cincinnati,  Ohio  45219. 

**#f Western  Reserve  University,  School  of  Applied  Social  Sciences,  2035 
Abington  Road,  Cleveland,  Ohio  44106.    Herman  D.  Stein,  Dean.  (1919) 

OKLAHOMA 

University  of  Oklahoma,  School  of  Social  Work,  Norman,  Oklahoma  73069. 
C.  Stanley  Clifton,  Director.  (1938) 

OREGON 

Portland  State  College,  School  of  Social  Work,  Portland,  Oregon  97207.  Gordon 
Hearn,  Dean.  (1964) 

PENNSYLVANIA 

**fBryn  Mawr  College,  Carola  Woerishoffer  Graduate  Department  of  Social 
Work  and  Social  Research,  Bryn  Mawr,  Pennsylvania  19010.  Mrs.  Katherine  D. 
Lower,  Director.  (1919) 

**#f University  of  Pennsylvania,  School  of  Social  Work,  3701  Locust  Street, 
Philadelphia,  Pennsylvania  19103.   Roland  D.  Artigues,  Acting  Dean.  (1919) 

**#fUniversity  of  Pittsburgh,  Graduate  School  of  Social  Work,  2201  Cathedral 
of  Learning,  Pittsburgh,  Pennsylvania  15213.  William  H.  McCullough,  Dean. 
(1919;  withdrew  1922;  readmitted  1934) 

PUERTO  RICO 

*#  University  of  Puerto  Rico,  School  of  Social  Work,  Rio  Piedras,  Puerto  Rico 
00753.   Georgina  Pastor,  Director.    (1935;  withdrew  1937;  readmitted  1947) 

TENNESSEE 

*#The  University  of  Tennessee,  School  of  Social  Work,  810  Broadway,  Nash- 
ville, Tennessee  37203.   Sue  Spencer,  Director.  (1945) 

Knoxville  Branch,  The  University  of  Tennessee,  P.O.  Box  8820,  University  Sta- 
tion, Knoxville,  Tennessee  37916. 

TEXAS 

#Our  Lady  of  the  Lake  College,  The  Worden  School  of  Social  Service,  San 
Antonio,  Texas  78207.   Sister  Mary  Immaculate,  Director.    ( 1945 ) 

The  University  of  Texas,  Graduate  School  of  Social  Work,  Austin,  Texas  78712. 
Jack  Otis,  Director.  (1952) 

UTAH 

# University  of  Utah,  Graduate  School  of  Social  Work,  Salt  Lake  City,  Utah 
84112.   Rex  A.  Skidmore,  Dean.  (1940) 

VIRGINIA 

Richmond  Professional  Institute,  School  of  Social  Work,  800  West  Franklin 
Street,  Richmond,  Virginia  23220.  Richard  Lodge,  Dean.  (1919) 

WASHINGTON 

*#  University  of  Washington,  School  of  Social  Work,  Seattle,  Washington 
98105.    Charles  B.  Brink,  Dean.  (1934) 

WEST  VIRGINIA 

West  Virginia  University,  Division  of  Social  Work,  Morgantown,  West  Virginia 
26506.    Bernhard  Scher,  Chairman.  (1942) 

WISCONSIN 

"^University  of  Wisconsin,  School  of  Social  Work,  Madison,  Wisconsin  53706. 
Martin  B.  Loeb,  Director.    (1922;  withdrew  1937;  readmitted  1947)    !A  com- 
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bined  social  casework  and  social  group  work  concentration  replaces  the  former  dis- 
crete concentrations  in  the  two  methods. 

**#University  of  Wisconsin-Milwaukee,  School  of  Social  Welfare,  Milwaukee, 
Wisconsin  53211.  Quentin  F.  Schenk,  Dean.  (1963) 


Undergraduate  Departments  of  Colleges  and  Universities  Offering  Courses 
With  Social  Welfare  Content 

foreword 

The  purpose  of  this  directory  is  to  make  readily  available  a  list  of  member 
undergraduate  departments  in  universities  and  colleges  in  which  courses  with 
social  welfare  content  are  offered. 

The  Council  makes  no  qualitative  evaluation  of  undergraduate  education,  nor 
is  it  allowed  to  do  so.  It  is,  however,  making  every  effort  within  its  resources 
to  help  these  departments  make  such  education  as  meaningful  and  helpful  to 
the  student  as  possible. 

COUNCIL   MEMBERSHIP  REQUIREMENTS   FOR  UNDERGRADUATE  DEPARTMENTS 

(As  Adopted  by  the  Board  of  the  Council  March  28,  1963) 

To  become  eligible  for  constituent  membership  in  the  Council,  educational 
institutions  administering  undergraduate  education  for  social  work  must : 

A.  Be  accredited  by  their  respective  regional  accrediting  associations. 

B.  Include  in  their  curricula  social  welfare  content  for  the  following 
purposes : 

1.  to  prepare  graduates  for  professional  education  in  social  work, 

2.  to  provide  social  welfare  educational  content  in  the  liberal  educa- 
tion of  students  going  into  immediate  employment  with  social  agencies, 
and 

3.  to  provide  social  welfare  educational  content  in  the  liberal  educa- 
tion of  students  for  citizenship. 

C.  Have  a  program  for  students  interested  in  social  welfare  based  on  a 
foundation  of  liberal  arts  education  which  includes  the  social,  biological,  and 
behavioral  sciences,  the  humanities,  and  other  relevant  content,  and  which 
is  identified  and  described  in  the  catalog  or  other  suitable  publication  as  a 
sequence  in  social  welfare. 

D.  Make  an  annual  payment  of  membership  dues  of  $50  per  year.  The 
membership  year  dates  from  January  1st  through  December  31st.  Institu- 
tions joining  after  the  half-year  mark  are  billed  for  half  a  year.  Council 
publications  which  are  distributed  to  the  membership  over  the  period  covered 
by  the  dues  are  forwarded  to  new  members. 

Undergraduate  departments  interested  in  membership  may  secure  the  neces- 
sary application  forms  from  the  Council  on  Social  Work  Education.  All  appli- 
cations are  finally  acted  upon  by  the  standing  Committee  on  Undergraduate 
Membership. 

DIRECTORY  LISTING 

Listed  in  this  directory  is  the  name  of  the  member  institution,  the  name  of 
the  department  responsible  for  the  organized  sequence  of  courses  in  social 
welfare,  the  address,  and  the  name  of  the  person  to  whom  correspondence  should 
be  addressed. 

Canada 

Sir  George  Williams  University,  Department  of  Applied  Social  Science,  Mon- 
treal, Quebec,  Hedley  G.  Dimock. 

United  States 

ALABAMA 

Alabama  College,  Department  of  Social  Sciences,  P.O.  Drawer  B,  Montevallo, 
Alabama  35115,  Lucille  GriflSth. 

Spring  Hill  College,  Department  of  Sociology-Psychology,  Mobile,  Alabama 
36608,  Frank  R.  Egan. 
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ARIZONA 

Arizona  State  Universisty,  Department  of  Sociology,  Tempe,  Arizona  85281. 
Mrs.  Naomi  M.  Harward. 

The  University  of  Arizona,  Department  of  Public  Administration,  Tucson, 
Arizona  85721,  Raymond  A.  Mulligan. 

ARKANSAS 

University  of  Arkansas,  Department  of  Social  Welfare,  Fayetteville,  Arkansas 
72701,  Mrs.  Mattie  Cal  Maxted. 

CALIFORNIA 

California  State  College  at  Hayward,  Department  of  Sociology,  Hayward, 
California  94542,  Peter  Geiser. 

California  State  College  at  Long  Beach,  Department  of  Sociology  and  Social 
Welfare,  Long  Beach,  California  90804,  Warren  Ponsar. 

California  State  College  at  Los  Angeles,  Department  of  Sociology,  Los  Angeles, 
California  90032,  Nathan  Horwitz. 

Chapman  College,  Department  of  Sociology  and  Social  Welfare,  Orange,  Cali- 
fornia 92666,  B.  J.  Oliver,  Jr. 

Chico  State  College,  Division  of  Social  Sciences,  Chico,  California  95927,  Archie 
McDonald. 

College  of  Notre  Dame,  Social  Welfare  Program,  Belmont,  California  94002, 
George  Barnes. 

Fresno  State  College,  Department  of  Social  Welfare,  Division  of  Social  Work, 
Fresno,  California  93726,  Patricia  R.  Pickford. 

Humboldt  State  College,  Division  of  Social  Science,  Areata,  California  95521, 
Mrs.  Kathryn  L.  Corbett. 

La  Sierra  College,  Behavioral  Science,  La  Sierra,  California  92505,  Betty 
Stirling. 

Pepperdine  College,  Sociology  Department,  Los  Angeles,  California  90044 
Mont  Whitson. 

Sacramento  State  College,  Department  of  Social  Work,  Sacramento,  California 
95819,  Howard  B.  Gundy. 

San  Diego  State  College,  Department  of  Social  Welfare,  School  of  Social  Work, 
San  Diego,  California  92115,  Ernest  F.  Witte. 

San  Francisco  College  for  Women,  Department  of  Sociology  and  Social  Wel- 
fare, San  Francisco,  California  94118,  Mother  E.  F.  Glowienka,  R.S.C.J. 

San  Francisco  State  College,  Social  Welfare  Department,  San  Francisco,  Cali- 
fornia 94127,  Mario  D'Angeli. 

San  Jose  State  College,  Department  of  Sociology  and  Anthropology,  San  Jose. 
California  95114,  Milton  B.  Rendahl. 

University  of  California,  Berkeley,  Department  of  Social  Welfare,  Berkeley, 
California  94720,  Milton  Chernin. 

University  of  California,  Los  Angeles,  School  of  Social  Welfare,  Los  Angeles. 
California  90024,  Harry  Kitano. 

University  of  San  Francisco,  Department  of  Sociology  and  Social  Welfare,  San 
Francisco,  Calif orna  94117,  Mary  J.  McCormick. 

University  of  the  Pacific,  Department  of  Sociology,  Stockton,  California  95204, 
David  K.  Bruner. 

Whittier  College,  Department  of  Sociology,  Whittier,  California  90608,  Charles 
J.  Browning. 

COLORADO 

University  of  Denver,  Department  of  Sociology,  Denver,  Colorado  80210,  W. 
Arthur  Shirey. 

CONNECTICUT 

Central  Connecticut  State  College,  Department  of  Social  Science,  New  Britain, 
Connecticut  06050,  Theodore  I.  Lenn. 

Southern  Connecticut  State  College,  Social  Welfare  Concentration,  New  Haven, 
Connecticut,  Jean  Markham. 

DISTRICT  OF  COLUMBIA 

The  Catholic  University  of  America,  Department  of  Sociology,  Washington, 
D.C.  20017,  C.  Joseph  Nuesse.  — 
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FLORIDA 


Florida  State  University,  Department  of  Social  Welfare,  School  of  Social 
Welfare,  Tallahassee,  Florida  32306,  Jean  R.  Pearman. 


The  Fort  Valley  State  College,  Division  of  Social  Sciences,  Fort  Valley 
Georgia  31030,  W.  S.  M.  Banks. 

University  of  Georgia,  Franklin  College  of  Arts  and  Sciences,  Department  of 
Sociology  and  Anthropology,  Athens,  Georgia  30602,  K.  Imogene  Dean. 


University  of  Idaho,  Department  of  Social  Sciences,  Moscow,  Idaho  83843, 
Robert  Hosack. 

ILLINOIS 

Augustana  College,  Department  of  Sociology,  Rock  Island,  Illinois  61202,  Wil- 
liam Ward. 

George  Williams  College,  Division  of  Group  Work  and  Recreation,  Downers 
Grove,  Illinois  60515,  Del  Jay  Kinney. 

Illinois  Wesleyan  University,  Department  of  Sociology,  Bloomington,  Illinois 
61701,  Mrs.  Emily  Scott  Dale. 

Roosevelt  University,  Sociology  Department,  Chicago,  Illinois  60605,  Arthur 
Hillman. 

Southern  Illinois  University,  Department  of  Sociology,  Carbondale,  Illinois 
62903,  Joseph  C.  Eades,  Jr. 

Southern  Illinois  University,  Euwardsville  Campus,  Social  Sciences  Division, 
Edwardsville,  Illinois,  Lynn  M.  Irvine,  Jr. 

University  of  Illinois,  The  Jane  Addams  Graduate  School  of  Social  Work,  1207 
West  Oregon  Street,  Room  240,  Urbana,  Illinois  61801,  Mark  Hale. 

Wheaton  College,  Department  of  Sociology  and  Anthropology,  Wheaton,  Illinois 
60187,  Gordon  S.  Jaeck. 

INDIANA 

Anderson  College,  Department  of  Sociology  and  Social  Work,  Anderson,  Indi- 
ana 46012,  Val  Clear. 

Ball  State  University,  Department  of  Sociology  and  Anthropology,  Muncie, 
Indiana  47306,  Karl  Rehfeld. 

Goshen  College,  Department  of  Sociology,  Goshen,  Indiana  46526,  Lester 
Glick. 

Indiana  State  University,  Department  of  Sociology,  Anthropology,  and  Social 
Work,  Terre  Haute,  Indiana  47809,  Arthur  F.  Kline. 

Indiana  University,  Division  of  Social  Science,  802  Ballantine  Hall,  Bloom- 
ington, Indiana  47405,  Mary  Houk. 

Taylor  University,  Department  of  Sociology,  Upland,  Indiana  46989,  Frank  H. 
Roye. 

Valparaiso  University,  Department  of  Social  Work,  Valparaiso,  Indiana  46383, 
Mrs.  Margaretta  S.  Tangerman. 

IOWA 

Morningside  College,  Sociology  Department,  Sioux  City,  Iowa  51106,  James  H. 
Leiding. 

The  University  of  Iowa,  School  of  Social  Work,  Iowa  City,  Iowa  53240,  Frank 
Z.  Glick. 

Wartburg  College,  Department  of  Social  Work,  Waverly,  Iowa  50677,  Mrs.  Lola 
Reppert. 

KANSAS 

Washburn  University,  Department  of  Sociology,  Topeka,  Kansas,  Mrs.  Donna 

L°Wichita  State  University,  Sociology-Anthropology  Department,  Wichita,  Kan- 
sas 67208,  Donald  Cowgill. 

KENTUCKY 

Catherine  Spalding  College,  Department  of  Sociology  and  Social  Welfare. 
Louisville,  Kentucky  40203,  Sister  Ann  Benedict  Elder. 
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University  of  Kentucky,  Department  of  Social  Work,  T.E.B.  226,  Lexington, 
Kentucky  40506,  Harold  E.  Wetzel. 

Western  Kentucky  University,  Department  of  Sociology,  Bowling  Green,  Ken- 
tucky 52101,  John  H.  Watson. 

MAINE 

University  of  Maine,  Department  of  Sociology  and  Anthropology,  Orono,  Maine 
04473,  Glenn  M.  Vernon. 

MARYLAND 

College  of  Notre  Dame  of  Maryland,  Department  of  Sociology,  Baltimore, 
Maryland  21210,  Sister  Maria  Mercedes,  S.S.N.D. 

Hood  College,  Department  of  Economics  and  Sociology,  Frederick,  Maryland 
21702,  Wayne  C.  Neely. 

St.  Joseph  College,  Department  of  History,  Social  Studies,  and  Pre-Social 
Work,  Emmitsburg,  Maryland  21727,  David  Neun. 

University  of  Maryland,  Department  of  Sociology,  College  Park,  Maryland 
20740,  Edward  E,  Di  Bella. 

MASSACHUSETTS 

American  International  College,  Sociology  Department,  Springfield,  Massa- 
chuetts  01109,  Roselyn  Kammer. 

Eastern  Nazarene  College,  Department  of  Sociology  and  Anthropology,  Wol- 
laston,  Massachusetts  02170,  Alan  R.  Gruber. 

MICHIGAN 

Albion  College,  Department  of  Sociology,  Albion,  Michigan  49224,  Charles  L. 
Swan. 

Alma  College,  Sociology  Department,  Alma,  Michigan  48801,  Irene  Linder. 

Andrews  University,  Department  of  Behavioral  Sciences,  Berrien  Springs, 
Michigan  49104,  Charles  C.  Crider. 

Eastern  Michigan  University,  Division  of  Field  Services,  Ypsilanti,  Michigan 
48197,  Stanley  E.  Flory. 

Kalamazoo  College,  Department  of  Sociology  and  Anthropology,  Kalamazoo, 
Michigan  49049,  Raymond  L.  Hightower. 

Marygrove  College,  Department  of  Sociology,  Detroit,  Michigan  48221,  Sister 
M.  Christina,  I.H.M. 

Mercy  College  of  Detroit,  Department  of  Sociology,  Detroit,  Michigan  48219, 
Mrs.  Beulah  T.  Whitby. 

Michigan  State  University,  School  of  Social  Work,  East  Lansing,  Michigan 
48823,  Mrs.  Lucille  K.  Barber. 

Northern  Michigan  University,  Department  of  Sociology,  Marquette,  Michigan 
49855,  John  Flynn. 

University  of  Detroit,  College  of  Arts  and  Sciences,  Department  of  Sociology 
and  Social  Work,  Detroit,  Michigan  48221,  The  Rev.  Robert  N.  Hinks,  S.J. 

University  of  Michigan,  Department  of  Sociology,  1065  Frieze  Building,  Ann 
Arbor,  Michigan  48101,  Mary  N.  Taylor. 

Western  Michigan  University,  Sociology  Department,  Kalamazoo,  Michigan 
49045,  Mrs.  Nellie  N.  Reid. 

MINNESOTA 

Augsburg  College,  Department  of  Sociology,  Minneapolis,  Minnesota  55404, 
Joel  S.  Torstenson. 

Bethel  College,  Department  of  Social  Sciences,  St.  Paul,  Minnesota  55101, 
David  O.  Moberg. 

Carleton  College,  Department  of  Sociology  and  Anthropology,  Northfield, 
Minnesota  55057,  Russell  L.  Langworthy. 

College  of  St.  Scholastica,  Sociology  Department,  Duluth,  Minnesota  55811, 
Sister  M.  Janelle,  O.S.B. 

Concordia  College,  Sociology  Department  Moorhead,  Minnesota  56560,  Harland 
W.  Magneson. 

Gustavus  Adolphus  College,  Department  of  Sociology,  St.  Peter,  Minnesota 
56082,  Floyd  M.  Martinson. 

Hamline  University,  Sociology  Department,  St.  Paul,  Minnesota  55101,  Donald 
P.  Irish. 
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Moorhead  State  College,  Department  of  Sociology,  Moorhead,  Minnesota,  Mrs. 
Margaret  F.  Reed. 

St.  Olaf  College,  Department  of  Sociology,  Northfield,  Minnesota  55057,  Dwight 
W.  Culver. 

University  of  Minnesota,  School  of  Social  Work  and  Department  of  Sociology, 
Minneapolis,  Minnesota  55455,  John  C.  Kidneigh. 

University  of  Minnesota,  Duluth,  Department  of  Sociology,  Duluth,  Minnesota 
55812,  Frances  B.  Skinner. 

University  of  Minnesota,  Morris,  Division  of  the  Social  Sciences,  Morris,  Min- 
nesota 56267,  Frederick  W.  Seidl. 

MISSISSIPPI 

Mississippi  State  College  for  Women,  Department  of  Social  Studies,  Columbus, 
Mississippi  39701,  Robert  I.  Gilbert. 

Mississippi  State  University,  Sociology  and  Anthropology,  State  College, 
Mississippi  39762,  Edna  Ruth  Davis. 

MISSOURI 

Marillac  College,  Department  of  Sociology,  7804  Natural  Bridge  Road,  St.  Louis, 
Missouri  63121,  Sister  M.  Lawrence  Wiltzius. 

University  of  Missouri,  School  of  Social  Work,  909  University  Avenue,  Colum- 
bia, Missouri  65201,  Arthur  J.  Robins. 

MONTANA 

University  of  Montana,  Department  of  Sociology,  Anthropology  and  Social 
Welfare,  Missoula,  Montana  59801,  Harold  Tascher. 

NEBRASKA 

The  Creighton  University,  Department  of  Sociology,  Omaha,  Nebraska  68131, 
Rev.  Clement  J.  Schneider,  S.J. 

Dana  College,  Department  o*  Anthropology  and  Sociology,  Blair,  Nebraska 
68008,  Donald  J.  Lehmer. 

Nebraska  Wesleyan  University,  Department  of  Sociology- Anthropology,  Lincoln, 
Nebraska  68504,  William  Cascini. 

NEW  HAMPSHIRE 

University  of  New  Hampsire,  Department  of  Sociology,  Durham,  New  Hamp- 
shire 03824,  Pauline  Soukaris. 

NEW  JERSEY 

Rutgers,  The  State  University,  Douglass  College,  Department  of  Economics  and 
Sociology,  New  Brunswick,  New  Jersey  08901,  Mrs.  Emily  Alman. 

Upsala  College,  Department  of  Sociology,  East  Orange,  New  Jersey  07019, 
Robert  R.  Wharton. 

NEW  MEXICO 

New  Mexico  State  University,  Department  of  History  and  Social  Science, 
University  Park,  New  Mexico  88070,  Sigurd  Johansen. 

NEW  YORK 

Adelphi  University,  School  of  Social  Work,  Garden  City,  L.I.,  New  York  11530, 
Joseph  L.  Vigilante. 

Brooklyn  College,  Department  of  Sociology,  Brooklyn,  New  York  11210,  Richard 
H.  P.  Mendes. 

The  City  College  of  the  City  University  of  New  York,  Department  of  Sociology 
and  Anthropology,  New  York,  New  York  10031,  John  A.  Gabriel. 

D'Youville  College,  Department  of  Sociology,  Buffalo,  New  York  14201,  Mrs. 
Jeanette  Costantino. 

Elmira  College,  Department  of  Sociology  and  Anthropology,  Elmira,  New  York 
14901,  Mrs.  Clara  Liepmann  van  de  Wall. 

Hunter  College,  Department  of  Sociology,  New  York,  New  York  10021,  Benja- 
min B.  Ringer. 
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Keuka  College,  Sociology  Department,  Keuka  Park,  New  York  14478,  Margaret 
W.  Vine. 

Nazareth  College  of  Rochester,  Sociology  and  Pre-Social  Work  Department, 
Rochester,  New  York  14610,  Sister  Paulette,  S.S.J. 

New  York  University,  School  of  Education,  Department  of  Educational  Sociol- 
ogy, New  York,  New  York  10003,  Catherine  Donnell. 

New  York  University,  Department  of  Sociology,  19  University  Place,  New  York, 
New  York  10003,  Mrs.  Margaret  G.  Benz. 

Queens  College,  Department  of  Sociology  and  Anthropology,  Flushing,  New 
York  11367,  Ernestine  Friedl. 

(Rosary  Hill  College,  Department  of  Sociology,  Buffalo,  New  York  14226,  John 
J.  Campana. 

St.  Bernardine  of  Siena  College,  Department  of  Sociology  and  Social  Work, 
Loudonville,  New  York  12211,  Egan  Plager. 

Skidmore  College,  Department  of  Sociology,  Saratoga  Springs,  New  York  12866, 
Elizabeth  A.  Ferguson. 

State  University  of  New  York  at  Buffalo,  School  of  Social  Welfare,  Foster  Hall ; 
Library  Circle,  Buffalo,  New  York  14214,  Frank  J.  Hodges. 

Syracuse  University,  Department  of  Sociology,  926  South  Crouse  Avenue, 
Syracuse,  New  York  13210,  Walter  M.  Beattie,  Jr. 

Utica  College  of  Syracuse  University,  Division  of  Continuing  Education,  Utica, 
New  York  13502,  Rosemary  E.  Ullrich. 

Wagner  College,  Department  of  Sociology  and  Anthropology,  Staten  Island, 
New  York  10301,  Frederick  W.  Henssler. 

Wells  Colelge,  Department  of  Economics  and  Sociology,  Aurora,  New  York 
13026,  Gladys  Alridge. 

NORTH  CAROLINA 

Lenoir  Rhyne  College,  Department  of  Sociology,  Hickory,  North  Carolina  28601, 
Wade  F.  Hook. 

St.  Augustine's  College,  Department  of  Sociology,  Raleigh,  North  Carolina 
27602,  William  A.  Gaines. 

University  of  North  Carolina  at  Greensboro,  Department  of  Sociology  and 
Anthropology,  Greensboro,  North  Carolina  27412,  Mereb  E.  Mossman. 

NORTH  DAKOTA 

University  of  North  Dakota,  Division  of  Social  Work,  Department  of  Sociology 
and  Anthropology,  Grand  Forks,  North  Dakota  58202,  Ernest  J.  Norman. 

OHIO 

Bowling  Green  State  University,  Sociology  Department,  Bowling  Green,  Ohio 
43402,  Charles  M.  Unkovic. 

Capital  University,  Sociology  Department,  Columbus,  Ohio  43209,  Inez  Seagle. 

Central  State  University,  Department  of  Social  Welfare,  Wilberforce,  Ohio 
45384,  John  C.  Alston. 

College  of  St.  Mary  of  the  Springs,  Department  of  Sociology  and  Social  Welfare, 
Columbus,  Ohio  43219,  The  Rev.  Bernard  G.  Hart,  O.P. 

College  of  Wooster,  Department  of  Sociology,  Wooster,  Ohio  44691,  Atlee  L. 
Stroup. 

Miami  University,  Department  of  Sociology  and  Anthropology,  Oxford,  Ohio 
45056.  Mrs.  Johanne  W.  Fathauer. 

Ohio  Northern  University,  Department  of  Sociology  and  Psychology,  Ada,  Ohio 
45810,  David  H.  Markle. 

Ohio  State  University,  School  of  Social  Work,  1947  North  College  Road,  Colum- 
bus, Ohio  43210,  Richard  R.  Medhurst. 

Ohio  University,  Department  of  Sociology  and  Anthropology,  Athens,  Ohio 
45701,  Mrs.  Helen  W.  Worstell. 

Ohio  Wesleyan  University,  Department  of  Sociology,  Delaware,  Ohio  43015, 
Butler  A.  Jones. 

Our  Lady  of  Cincinnati  College,  Department  of  Sociology  and  Social  Welfare, 
Cincinnati,  Ohio  45206,  Rita  L.  Lynn. 

University  of  Akron,  Department  of  Sociology,  Akron  Ohio,  44304,  Edwin  L. 
Lively. 

University  of  Cincinnati,  Department  of  Sociology  and  Anthropology,  Cincin- 
nati, Ohio  45221,  John  A.  Winget. 
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University  of  Dayton,  Department  of  Sociology  and  Anthropology,  Box  673, 
University  of  Dayton,  Dayton,  Ohio  45409,  Mary  Jo  Huth. 

University  of  Toledo,  Department  of  Sociology  and  Anthropology,  Toledo,  Ohio 
43606,  Sidney  Kaplan. 

Youngstown  University,  Department  of  Sociology,  Youngstown,  Ohio  44503, 
Mrs.  Pauline  E.  Botty. 

OKLAHOMA 

Northwestern  State  College,  Department  of  Social  Science,  Alva,  Oklahoma 
73717,  John  C.  Sheffield. 

University  of  Tulsa,  Department  of  Sociology,  Tulsa,  Oklahoma,  74104,  Mrs. 
Nancy  G.  Feldman. 

OREGON 

University  of  Oregon,  Department  of  Sociology,  Eugene,  Oregon  97403,  Herbert 
Bisno. 

PENNSYLVANIA 

Albright  College,  Department  of  Sociology,  Reading,  Pennsylvania  19604, 
E.  Luke  Matz. 

College  Misericordia,  Department  of  Sociology,  Dallas  Pennsylvania  18612, 
Joseph  W.  Fenstemacher. 

La  Salle  College,  Department  of  Sociology,  Philadelphia,  Pennsylvania  19141, 
John  F.  Connors  III. 

Mercyhurst  College,  Department  of  Sociology,  Erie,  Pennsylvania  16501,  Sister 
Mary  Daniel,  R.S.M. 

Muhlenberg  College,  Department  of  Sociology,  Allentown,  Pennsylvania  18104, 
Roger  Baldwin. 

Pennsylvania  State  University,  Department  of  Sociology  and  Anthropology, 
University  Park,  Pennsylvania  16802,  Mrs.  Margaret  B.  Matson. 

St.  Francis  College,  Department  of  Sociology,  Loretto,  Pennsylvania  15940, 
Mrs.  Ruth  Pearle. 

Temple  University,  College  of  Education,  Social  Welfare  Program,  Phila- 
delphia, Pennsylvania  19122,  Mrs.  Zelda  Samoff. 

The  University  of  Pittsburgh,  College  of  Liberal  Arts,  Department  of  Sociology, 
Pittsburgh,  Pennsylvania  15213,  Mrs.  Erma  T.  Meyerson. 

University  of  Scranton,  Department  of  Sociology,  Scranton,  Pennsylvania 
18510,  John  J.  Baldi. 

Villa  Maria  College,  Department  of  Sociology  and  Social  Welfare,  Erie,  Penn- 
sylvania 16505,  Sister  M.  Wilhelmina,  S.S.J. 

PUERTO  R^CO 

Inter  American  University,  Department  of  Sociology  and  Anthropology,  San 
German,  Puerto  Rico>  00753,  George  C.  Uzdavinis. 

RHODE  ISLAND 

Barrington  College,  Division  of  Education,  Social  Service  Concentration, 
Barrington,  Rhode  Island  02806,  Mrs.  Rhea  C.  Barney. 

SOUTH  CAROLINA 

Newberry  College,  Department  of  Sociology,  Newberry,  South  Carolina  29108. 
LeRoy  Martinson. 

Winthrop  College,  Department  of  Sociology,  Rock  Hill,  South  Carolina  29730, 
Allen  D.  Edwards. 

SOUTH  DAKOTA 

Augustana  College,  Department  of  Sociology  and  Social  Work,  Sioux  Falls, 
South  Dakota  57102,  Frithjof  O.  M.  Westby. 

Mount  Marty  College,  Department  of  Sociology,  Yankton,  South  Dakota  57078, 
Sister  M.  Brian  Mahan. 

Sioux  Falls  College,  Department  of  Sociology,  Sioux  Falls,  South  Dakota 
57101,  LeRoy  Day. 

University  of  South  Dakota,  Department  of  Sociology,  Vermillion,  South 
Dakota  57069,  Richard  E.  Boettcher. 
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TENNESSEE 

East  Tennessee  State  University,  Department  of  Social  Welfare,  College  of 
x\rts  and  Sciences,  Johnson  City,  Tennessee  37602,  Louis  E.  Nelson. 

Knoxville  College,  Division  of  Social  Sciences,  901  College  Street,  Knoxville, 
Tennessee  37921,  Will  Scott. 

Tennessee  A  &  I  State  University,  Department  of  Sociology,  Nashville,  Ten- 
nessee 37203,  Mrs.  Annie  B.  Martin. 

University  of  Chattanooga,  Department  of  Sociology  and  Social  Work,  Chat- 
tanooga, Tennessee  37403,  Stanley  B.  Williams. 

University  of  Tennessee,  Knoxville,  Tennessee  37916,  Department  of  Sociology, 
E.  Gordon  Ericksen,  and  School  of  Social  Work,  Gideon  W.  Fryer. 

TEXAS 

Baylor  University,  Department  of  Sociology,  Waco,  Texas  76703,  Charles  M. 
Tolbert. 

Prairie  View  Agricultural  and  Mechanical  College,  Department  of  Sociology 
and  Social  Service,  Prairie  View,  Texas  77445,  G.  R.  Ragland. 

Texas  Woman's  University,  Department  of  Sociology,  Denton,  Texas  76204, 
Reba  Bucklew. 

University  of  Texas,  Social  Welfare  Studies  Program,  Austin,  Texas  78712, 
Charles  W.  Laughton. 

UTAH 

Utah  State  University,  Department  of  Sociology,  Social,  Work  and  Anthropol- 
ogy, Logan,  Utah  84321,  Therel  R.  Black. 

Weber  State  College,  Department  of  Sociology,  Ogden,  Utah  84403,  Walter  C. 
Neville. 

VERMONT 

Trinity  College,  Department  of  Sociology,  Burlington,  Vermont  05401,  William 
T.  Bird. 

VIRGINIA 

Hollins  College,  Department  of  Sociology,  Hollins  College,  Virginia  24020, 
G.  Gary  White. 

Madison  College,  Department  of  Social  Science,  Harrisonburg,  Virginia  22801, 
Herbert  B.  Whitmer,  Jr. 

Norfolk  State  College,  Department  of  Sociology,  Norfolk,  Viginia  23504,  Frank 
T.  Cherry. 

University  of  Virginia,  Mary  Washington  College,  Sociology  Department, 
Fredericksburg,  Virginia  22401,  Philip  J.  Allen. 

WASHINGTON 

Eastern  Washington  State  College,  Department  of  Sociology,  Cheney,  Wash- 
ington 99004,  Earle  K.  Stewart. 

Pacific  Lutheran  University,  Department  of  Sociology,  Tacoma,  Washington 
98444,  John  A.  Schiller. 

Seattle  Pacific  College,  Department  of  Sociology  and  Anthropology,  Seattle, 
Washington  98119,  B  or  don  E.  Cochrane. 

University  of  Washington,  School  of  Social  Work,  Seattle,  Washington  98105, 
Jerry  L.  Kelley. 

Washington  State  University,  Department  of  Sociology,  Pullman,  Washington 
99164,  John  D.  Lillywhite. 

WEST  VIRGINIA 

West  Virginia  Wesleyan  College,  Department  of  Sociology  and  Anthropology, 
Buckhannon,  West  Virginia  26201,  Florence  W.  Schaper. 

WISCONSIN 

Mount  Mary  College,  Department  of  Sociology,  Milwaukee,  Wisconsin  53222, 
Sister  Caroline  Marie,  S.S.N.D. 

University  of  Wisconsin,  School  of  Social  Work,  Madison,  Wisconsin  53706, 
Martin  B.  Loeb. 
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University  of  Wisconsin — Milwaukee,  School  of  Social  Welfare,  Undergraduate 
Social  Welfare  Programs,  Milwaukee,  Wisconsin  53211,  Robert  A.  Holzhauer. 

Wisconsin  State  University,  Department  of  Sociology,  La  Crosse,  Wisconsin 
54601,  Paul  A.  Johnson. 

Wisconsin  State  University  Department  of  Sociology,  Whitewater,  Wiscon- 
sin 53190,  Kriss  M.  Novak. 


Council  on  Social  Work  Education 
non-government  national  agency  members 

AFL-CIO  Community  Service  Activities. 
American  Foundation  for  the  Blind. 
American  Jewish  Committee. 
American  National  Red  Cross. 
American  Public  Welfare  Association. 
American  Social  Health  Association. 
Big  Brothers  of  America. 

Board  of  Hospitals  and  Homes  of  the  Methodist  Church. 
Camp  Fire  Girls. 

Child  Study  Association  of  America. 

Child  Welfare  League  of  America. 

Council  of  Jewish  Federations  and  Welfare  Funds. 

Family  Service  Association  of  America. 

Girl  Scouts  of  the  USA. 

Lutheran  Council  in  the  USA. 

National  Association  for  Mental  Health. 

National  Association  for1  Retarded  Children. 

National  Board  of  the  YWCA. 

National  Conference  of  Catholic  Charities. 

National  Council  of  the  YMCA  Associations  of  the  USA. 

National  Council  on  Crime  and  Delinquency. 

National  Council,  Protestant  Episcopal  Church. 

National  Federation  of  Settlements. 

National  Foundation. 

National  Jewish  Welfare  Board. 

National  Social  Welfare  Assembly. 

National  Tuberculosis  Association. 

National  Urban  League. 

Planned  Parenthood- World  Population. 

Salavation  Army. 

Save  the  Children  Federation. 

Travelers  Aid  Association  of  America. 

Unitarian  Universalist  Service  Committee. 

United  Cerebral  Palsy  Association. 

United  Community  Funds  and  Councils  of  America. 

United  HIAS  Service. 

Volunteers  of  America. 

National  Association  of  Social  Workers. 

Dr.  Stein.  Thank  you,  Mr.  Chairman.  I  will,  therefore,  touch  only 
on  the  highlights,  but  I  do  want  to  stress  that  the  Council  is  the  only 
national  agency  exclusively  concerned  with  social  work  education  and 
its  constituent  members  include  not  only  the  63  accredited  graduate 
schools  of  social  work  in  the  United  States,  but  almost  200  colleges  and 
universities  with  undergraduate  programs  in  social  welfare  and  over  40 
major  national  health  and  welfare  organizations. 

And,  as  you  heard  this  morning,  the  National  Association  of  Social 
Workers  with  over  45,000  members  are  concerned  about  social  work 
education.  The  key  purposes  of  the  Council  are  to  set  and  maintain 
standards  for  graduate  schools  of  social  work  and  also  to  give  leader- 
ship to  the  enhancement  and  expansion  of  social  work  education  at 
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the  undergraduate  level,  as  well  as  the  master's  degree  and  doctoral 
levels. 

I  stress  the  reference  to  the  undergraduate  level  because  of  the  ques- 
tion that  was  raised  during  the  testimony  this  morning  and  to  make 
clear  that  the  Council  on  Social  Work  Education  is  concerned  with 
undergraduate  education  and  social  welfare,  including  that  education 
which  leads  directly  to  occupations  in  social  services  as  well  as  the  edu- 
cation that  moves  towards  professional  and  advanced  education. 

I  am  speaking  in  support  of  the  Mills  bill,  H.R.  5710,  and  especially 
of  title  IV  on  social  work  manpower  and  training. 

My  first  point  is  that  there  is  a  severe  shortage  of  properly  prepared 
social  work  manpower.  There  are  over  10,000  budgeted  social  work 
positions  in  health  and  welfare  agencies  that  are  today  not  filled.  To 
utilize  both  the  tax  and  contributors'  dollars  more  judiciously  and 
effectively,  an  adequate  number  of  appropriately  educated  social  work 
personnel  is  essential,  both  at  the  graduate  level  and  in  less  than  the 
graduate  level. 

The  need  is  critical,  both  in  positions  requiring  professional  compe- 
tence and  to  fill  the  rapidly  growing  number  of  positions  not  requiring 
graduate  professional  education,  in  order  to  achieve  effective  service  at 
minimum  cost. 

Schools  of  social  work  have  doubled  their  enrollments  and  their 
graduates  in  the  last  decade,  but  the  output  is  simply  not  enough.  Un- 
less new  and  major  federal  support  becomes  available  to  help  social 
work  education  to  expand  substantially,  schools  of  social  work  will  not 
and  could  not  produce  enough  social  workers  to  meet  current  demands, 
much  less  future  demands. 

It  is  estimated  that  in  the  next  decade  because  of  the  growing 
population  alone  there  will  have  to  be  a  50  percent  increase  of  social 
work  personnel  in  the  United  States  just  to  maintain  the  present  level 
of  service,  inadequate  as  it  is.  The  Task  Force  on  Social  Work  Edu- 
cation and  Manpower  of  the  U.S.  Department  of  Health,  Education, 
and  Welfare  in  its  report  entitled  "Closing  the  Gap  in  Social  Work 
Manpower"  published  last  year  documented  the  need  by  1970  for 
100,000  new  social  workers  with  graduate  professional  education  and 
for  many  more  thousands  of  college  graduates  to  be  employed  in  cer- 
tain tasks  in  social  welfare  not  requiring  graduate  professional  edu- 
cation. 

The  supply  and  demand  relationship  of  social  work  manpower 
is  not  only  out  of  balance,  but  growing  worse.  Operating  at  full 
capacity  and  at  an  alltime  high,  all  the  schools  of  social  work  now 
graduate  fewer  than  4,000  social  workers  each  year,  and  it  is  estimated 
that  less  than  4,000  students  complete  undergraduate  programs  in 
social  welfare  annually,  although  this  number  is  increasing. 

At  the  present  rate  it  would  take  the  existing  schools  of  social  work 
over  20  years  to  prepare  the  100,000  new  professionally  educated 
social  workers  who  are  estimated  to  be  needed  for  the  public  services 
alone  by  1970. 

The  number  of  schols  of  social  work  has  been  growing  consistently. 
There  are  now  63  accredited  schools.  In  1950  there  were  48.  Be- 
tween 1950  and  1960  nine  new  schools  were  accredited.  The  schools 
have  done  everything  possible  to  expand  their  enrollment  and  to 
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permit  the  creation  of  new  schools.  The  number  of  graduates  of 
schools  of  social  work  has  reached  an  alltime  high  in  this  approxi- 
mately of  4,000  graduates. 

While  no  similar  comprehensive  and  reliable  data  are  available 
for  undergraduate  programs  in  social  welfare,  there  is  ample  evidence 
of  their  growth  and  development  in  recent  years. 

One  example  is  the  increase  in  the  membership  of  undergraduate 
programs  in  the  Council  from  about  50  in  1957  to  198  in  1967. 

Most  schools  of  social  work  are  filled  to  capacity  and  are  compelled 
to  turn  away  qualified  students.  In  a  survey  conducted  by  the  Coun- 
cil in  1964,  48  out  of  the  then  existing  59  accredited  schools  reported 
that  they  could  not  accept  all  the  applicants  who  met  their  entrance 
requirements. 

This  situation  has  grown  worse  since  then.  In  that  same  survey 
57  out  of  the  59  schols  indicated  that  if  funds  were  available  they 
could  and  would  expand. 

The  output  of  social  work  education  can  be  increased  through  the 
establishment  of  new  schools  and  programs,  the  expansion  of  existing 
schools,  and  with  development  of  different  patterns  of  education  for 
purposes  of  more  economy  as  well  as  better  educational  process. 

Six  new  schools  of  social  work  opened  in  the  past  2  years  and  are, 
working  toward  accreditation  located  in  California,  Florida,  Illinois, 
and  New  York. 

As  a  rule,  the  interest  and  impetus  for  new  schools  has  come  from 
public  or  voluntary  agencies  in  the  area  and  from  university  officials. 
Usually  it  takes  a  number  of  years  for  this  interest  to  be  translated 
into  reality,  and  almost  invariably  the  lack  of  adequate  funds  is  the 
cause  of  slow  progress  and  sometimes  no  progress. 

At  the  present  time  18  States  have  no  schools  of  social  work.  These 
States  include  two  represented  by  members  of  this  committee,  Arkansas 
and  Montana.  Some  believe  that  every  State  should  have  at  least  one 
school  of  social  work  and  they  think  that  in  addition  to  meeting  staff 
needs,  the  State  would  derive  other  benefits  from  a  school  in  the  area, 
such  as  professional  leadership,  a  center  for  research  on  social  problems 
in  the  State,  and  encouragement  of  continuing  study  by  practitioners. 

The  Council  is  currently  working  with  universities  in  31  States 
which  are  at  various  stages  of  planning  for  new  programs  of  social 
work  education,  and  it  is  anticipated  that  if  funds  become  available 
schools  of  social  work  will  produce  additional  personnel  in  the  near 
future  in  Alabama,  Arkansas,  California,  Florida,  Illinois,  Massa- 
chusetts, Michigan,  New  York,  North  or  South  Dakota,  Ohio,  Penn- 
sylvania, Texas,  Virginia,  and  Wisconsin. 

A  dean's  committee  report  estimated  that  to  achieve  the  projected 
expansion  of  existing  graduate  schools  of  social  work,  the  creation  of 
new  schools  of  high  quality,  and  the  development  of  undergraduate 
programs  in  social  welfare  will  require  between  1966  and  1976  ap- 
proximately 1,600  new  full-time  faculty  members  for  graduate  schools 
and  300  new  full-time  social  work  faculty  for  undergraduate  programs. 

It  will  require  a  major  effort  to  recruit,  prepare,  and  pay  for  these 
new  faculty  members  for  social  work  education  in  the  next  decade. 

Colleges  and  universities  will  also  need  additional  resources  for 
field  instruction  and  will  need  increased  staff  in  the  dean's  offices,  the 
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admissions  offices,  and  the  various  other  supporting  services.  The 
schools  of  social  work  in  years  ahead  can  be  either  the  spur  or  the 
bottleneck  in  efforts  to  improve  or  increase  needed  health  and  welfare 
services  by  ensuring  adequate  quantity  and  quality  of  social  work 
personnel. 

Major  expansion  of  existing  schools  of  social  work  and  undergradu- 
ate programs  in  social  welfare,  and  the  establishment  of  new  schools 
and  programs  will  require  federal  aid.  Unless  there  is  expansion  of 
social  work  education  at  all  levels  the  ever  growing  shortage  of  social 
work  personnel  will  be  an  insurmountable  obstacle  to  the  effectiveness 
of  existing  health  and  welfare  programs,  as  well  as  to  their  further 
improvement  and  expansion. 

As  president  of  the  Council  on  Social  Work  Education  I  want  to 
pledge  to  you  on  behalf  of  all  of  our  member  schools,  for  the  State 
universities  and  those  under  religious  auspices  or  private  nonsectarian 
institutions,  that  we  will  exert  every  effort  to  make  every  dollar  of 
Federal  supporting  as  far  as  possible  in  turning  out  the  maximum 
number  of  well  prepared  personnel  so  urgently  needed  in  the  various 
health  and  welfare  services. 

I  want  to  thank  you  for  the  opportunity  that  we  have  to  appear 
before  you  and  to  testify.    Thank  you,  Mr.  Chairman. 

Mr.  Ullman.  Dr.  Stein,  we  very  much  appreciate  your  testimony. 
Are  there  any  questions  ?    Mr.  Cbnable. 

Mr.  Con  able.  Doctor,  I  wonder  if  you  could  tell  me  in  a  general 
way  what  distinguishes  the  curriculum  of  a  school  for  social  work 
from,  let's  say,  a  liberal  arts  degree  in  sociology  ?  I  am  sorry  I  didn't 
get  here  when  you  started  your  statement  and  perhaps  I  missed  some 
of  this,  but  would  you  tell  me  generally  what  distinguishes  the  cur- 
riculum ? 

Dr.  Stein.  I  will  be  very  glad  to,  sir.  The  graduate  school  of  social 
work  depends  very  heavily  on  the  fact  that  their  entering  students  do 
have  a  liberal  arts  preparation,  preferably,  although  not  necessarily, 
social  behavioral  sciences  concentration.  That  preparation  makes  it 
possible  to  give  a  very  high  concentration  of  professional  courses  which 
are  rarely  included  at  that  level  in  any  undergraduatel  iberal  arts 
program. 

For  example,  there  are  professional  courses  both  in  classroom  and 
particularly  instruction  in  the  field  in  various  methods  of  social  work 
practice,  working  with  families,  with  individuals,  working  in  group 
treatment  situations.  A  good  deal  of  the  application  of  what  the 
student  gets  in  his  liberal  arts  training  is  brought  to  a  much  finer 
head  in  the  professional  school. 

In  other  words,  turned  into  what  do  you  do  about  it.  The  student 
in  the  undergraduate  program  should  have  a  basic  liberal  education, 
but  he  does  not  learn  how  professionally  to  use  that.  That  is  what 
the  graduate  school  provides  and  it  is  similar  in  intent  to  graduate 
schools  in  other  professions.  We  provide  a  good  deal  of  technical 
information  as  well,  both  on  social  security  and  other  aspects  of  social 
policy. 

Mr.  Con  able.  It  is  comparable,  for  instance,  to  an  educational  tech- 
nique course  following  a  course  in  substance,  is  that  it  ? 
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Dr.  Stein.  Yes.  There  is  that  comparability  and  the  teaching  of 
methodology  of  how  to  practice,  but  this  is  also  a  good  deal  more 
substantive  content  that  the  student  would  not  have  had  in  liberal 
education  governing  various  social  welfare  programs  and  the  analysis 
of  these  social  welfare  programs,  for  example. 

It  incorporates  as  well  usually  3  days  of  field  instruction  for  every 
2  days  of  course  instruction  and  this  field  instruction  is  usually  in  the 
hands  of  extremely  competent,  highly  trained  people  who  can  help 
the  students  pull  together  in  the  field  what  they  are  learning  in  class. 

Mr.  Conable.  Thank  you. 

Mr.  Ullman.  Are  there  other  questions?    Mr.  Curtis. 

Mr.  Curtis.  I  am  sorry  not  to  have  been  here  when  you  presented 
your  original  paper,  Doctor,  and  probably  some  of  the  questions  and 
these  points  that  I  have  been  interested  in  have  been  brought  out. 
Were  you  here  when  I  asked  Dr.  Schottland  this  point?  I  am  sure 
your  group  can  throw  light  on  this  question  that  I  was  asking  of  the 
training  of  technicians  probably  below  the  college  level. 

Can  you  get  data  on  that,  or  maybe  you  do  have  data  on  that  now  ? 

Dr.  Stein.  Yes;  we  are  going  to  prepare,  along  the  lines  of  Dr. 
Schottland's  statement  to  you,  jointly  with  the  National  Association 
of  Social  Workers  a  statement  answering  your  question  in  detail  on 
the  different  requirements  for  social  work  personnel  at  different  levels 
and  what  the  training  patterns  are. 

For  the  moment  it  might  be  well  just  to  state  and  to  restate  one 
point  that  I  made  before  I  believe,  sir,  you  came  to  this  particular 
committee  meeting,  namely,  that  the  Council  on  Social  Work  Educa- 
tion is  not  solely  preoccupied  with  graduate  training. 

Several  years  ago  we  established  a  policy  statement,  and  we  have 
been  living  up  to  it,  of  becoming  very  much  concerned  with  under- 
graduate education  at  all  levels  and  we  have  prepared  in  the  council 
a  guide  for  social  work  education  at  undergraduate  levels.  We  are 
providing  a  very  large  amount  of  consultation  to  undergraduate  col- 
leges in  order  to  help  them  prepare  people  who  will  be  moving  directly 
into  social  work  jobs  as  well  as  those  who  will  be  moving  into  graduate 
schools,  so  that  we  do  see  our  responsibility  although  we  primarily 
represent  the  accredited  schools  in  this  area. 

Mr.  Curtis.  Thank  you.  Then  the  other  thing  is  I  notice  on  page  2 
you  say:  "There  are  today  over  10,000  budgeted  social  work  posi- 
tions in  health  and  welfare  agencies  that  are  unfilled." 

Can  you  relate  that  to  how  many  are  filled,  just  so  we  get  this  in 
perspective  ? 

Dr.  Stein.  Yes.  We  don't  have  the  accurate  statistics,  since  the  last 
complete  survey  was  done  in  1960,  but  our  estimates  run  as  follows: 
There  are  about  40,000  graduate  social  workers  employed  today,  about 
160,000  nongraduate  social  workers  who  are  in  social  service  occupa- 
tions today. 

Mr.  Curtis.  Very  good.    So  that  would  give  us  200,000. 
Dr.  Stein.  Correct. 

Mr.  Curtis.  And  here  we  have  about  10,000  in  relation  to  that  group 
that  are  unfilled. 

Now,  the  other  thing  is — it  just  helps  me  in  my  thinking — if  you 
could  give  us  what  the  figure  was  in  1960  and  then  say  possibly  in 
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1950,  because  I  know  this  has  been  expanding  greatly,  has  it  not  ? 
Dr.  Stein.  Yes,  it  has. 

Mr.  Curtis.  Just  by  looking  at  the  1960  figures  would  give  us  some 
indication.  Is  the  curve  still  going  up  at  the  same  rate,  would  you  say, 
if  you  do  know  ? 

Dr.  Stein.  The  curve  of  output  of  social  workers,  or  the  curve  of  the 
employment? 

Mr.  Curtis.  First  in  terms  of  employment,  the  200,000  figure.  Say 
that  were— I  am  just  guessing— 160,000  in  1960  and  90,000  in  1950. 
Do  the  projections  for  the  future  of  the  demand  for  social  workers 
look  like  it  is  still  at  that  kind  of  a  rate  of  increase  ? 

Dr.  Stein.  As  far  as  we  can  tell  the  demand  for  social  workers  is 
at  a  steeper  rate  than  ever,  particularly  for  the  graduate  social  work- 
ers who  are  in  very  short  supply. 

I  should  emphasize  these  10,000  budgeted  positions  are  for  the 
graduate  social  workers  alone  so  that  is  10,000  really  over  the  40,000, 
not  over  the  200,000. 

Mr.  Curtis.  That  clarifies  it.  Then  if  you  could  supply  what  it 
would  be  for  the  200,000,  this  is  what  we  are  getting  at. 

Dr.  Stein.  Right,  exactly. 

Mr.  Curtis.  Very  good.  Any  further  explanatory  material  like 
that  that  you  would  care  to  submit  for  the  record  I  know  I  would 
appreciate  and  I  think  it  would  be  very  helpful  to  the  committee. 

Dr.  Stein.  Thank  you,  sir.  We  will.  (See  p.  1725.) 

Mr.  Curtis.  One  other  area,  and  I  think  you  have  discussed  it  and 
I  raised  it  I  think  when  Mr.  Reisman  was  here.  I  said,  "All  right,  even 
if  we  put  the  money  in,  what  are  the  capabilities  for  the  colleges  and 
other  institutions  to  handle  this  load?  We  are  going  to  have  to  in- 
crease the  social  study  departments  of  our  universities  and  what  is  the 
situation  there.  Are  they  capable  of  handling  this  additional 
preparation?" 

Dr.  Stein.  I  should  like  to  comment  on  that  and  also  ask  if  it  is  pos- 
sible for  Sister  Mary  Immaculate  to  comment  on  this  question  as  well. 

First  of  all,  I  think  it  is  very  noteworthy  that  the  colleges  and  uni- 
versities in  the  country  feel  themselves  under  tremendous  pressure, 
many  of  them,  to  develop  programs  for  the  preparation  of  personnel 
broadly  in  the  human  service  occupations  and  specifically  in  social 
work  occupations.  They  feel  this  pressure  from  the  variety  of  State 
and  local  agencies  who  say,  "Where  is  the  manpower  we  need  for  our 
State  hospitals,  for  our  courts,  for  our  public  assistance  agencies,  and 
so  on  ?  Please  help  prepare  them.  Get  people  who  are  interested  in 
working  in  these  jobs." 

This  has  led  to  a  considerable  concern  within  the  academic  depart- 
ments of  the  universities  to  prepare  special  programs.  These  have 
been  mushrooming,  programs  usually  designed  for  the  junior  and 
senior  years  of  colleges  for  those  students  who  wish  to  move  into 
social  work  occupations,  some  to  become  professional  workers,  others 
to  move  directly  into  jobs,  so  that  as  far  as  the  colleges  and  univer- 
sities are  concerned  basically  they  have  said,  "We  are  committed  to 
and  interested  in  developing  these  programs,  but  we  need  help  in 
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helping  to  devise  them  well,"  and  that  is  where  they  are  turning  to 
the  Council  and  this  is  the  service  we  are  attempting  to  supply. 

If  they  are  designed  well,  we  should  have  a  much  larger  reservoir 
of  at  least  people  who  are  competently  oriented  to  the  jobs  they  are 
going  to  be  having  to  assume.  There  will  be  a  problem  with  adequate 
faculty  and  this  I  touched  on  in  the  statement. 

Sister  Mary  Immaculate.  I  think  part  of  this  is  brought  out  in  Dr. 
Stein's  testimony  which  is  in  mimeographed  form.  There  is  a  state- 
ment in  there  somewhere — I  don't  exactly  know  what  the  page  is — 
where  we  are  told  that  in  a  survey  which  was  made  somewhere  around 
1963  or  1964,  57  out  of  the  then  current  59  schools  of  social  work  said 
that  they  could  expand  facilities,  both  in  terms  of  buildings  and  faculty 
and  so  on,  if  they  did  have  additional  money.  I  think  this  is  part  of 
your  answer. 

Mr.  Curtis.  Yes.   I  see  this  now.   I  have  turned  to  the  page.  I 
think  it  is  page  5  where  that  is  discussed.   Thank  you  very  much. 
Mr.  Schneebeli.  Mr.  Chairman. 
Mr.  Ullman.  Mr.  Schneebeli. 

Mr.  Schneebeli.  Dr.  Stein,  do  you  find  increasing  competition  for 
the  services  of  social  workers  between  agencies  federally  financed  and 
those  locally  financed  ? 

Dr.  Stein.  Well,  I  think,  sir,  it  would  be  fair  to  say  that  all  agencies 
are  competing  with  one  another  for  scarce  supply. 

Mr.  Schneebeli.  I  realize  that,  but  what  the  fact  that  the  Federal 
agencies  are  coming  into  this  field  increasingly,  does  this  increase  the 
competition  for  the  limited  number  of  trained  workers? 

Dr.  Stein.  I  think  it  does  increase  the  competition  for  needed  man- 
power. The  Federal  programs,  not  so  much  the  Federal  agencies,  but 
the  programs  that  were  designed  at  the  Federal  level  which  affect 
often  the  State  and  local  agencies,  do  create  much  more  pressure  for 
social  work  personnel. 

Mr.  Schneebeli.  And  do  you  find  that  people  are  going  from  the 
community  financed  projects  into  the  federally  financed  projects  be- 
cause the  latter  jobs  may  be  more  lucrative  ? 

Dr.  Stein.  I  am  afraid,  sir,  I  cannot  give  you  the  answer  to  this. 
It  will  be  one  of  those  answers  which  we  will  get  from  the  survey 
which  is  being  prepared,  I  believe,  under  the  auspices  of  the  Bureau 
of  Labor  Statistics  to  see  what  the  flow  is  of  personnel  from  one  type 
of  setting  to  another. 

My  own  impression  is  th&t  we  have  nothing  to  justify  any  premise 
that  the  flow  of  personnel  where  there  is  mobility  is  from  the  private 
sector  to  the  public  sector  as  far  as  the  professionally  educated  social 
workers  are  concerned. 

Mr.  Schneebeli.  Really  I  thought  there  would  be  quite  a  flow  in 
this  general  direction.  I  thought  the  percentage  of  trained  personnel 
going  from  the  locally  financed  agencies  to  the  Federal  agencies  would 
be  an  increasing  proportion  and  there  would  be  quite  an  increasing  flow 
of  trained  personnel  into  the  federally  financed  areas. 

Dr.  Stein.  There  is  a  flow  into  the  federally  financed  area,  but  there 
has  also  been  an  expansion  in  the  private  sector,  a  very  great  demand. 

Mr.  Schneebeli.  I  am  basically  concerned  about  the  competition 
which  the  federally  financed  agencies  are  providing  to  the  normal 
community  chest  agencies  as  Ave  conceive  them.   These  are  the  agen- 
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cies  of  course  which  took  care  of  the  bulk  of  this  responsibility  up 
until  several  years  ago.  Now  their  forces  are  being  raided  by  these 
Federal  "agency  projects  and  I  am  concerned  about  the  availability 
of  these  trained  people  to  the  original  group  which  handled  this  type 
of  work.  I  think  the  local  community  agencies  are  losing  a  lot  of  their 
trained  personnel  to  these  higher  paying  jobs. 

Dr.  Stein.  I  should  observe,  sir,  that  there  is  very  likely  a  good  deal 
to  the  impression  that  you  are  conveying.  On  the  other  hand,  it  is  also 
fair  to  observe  that  many  of  the  private  community  agencies  are  aware 
of  the  fact  that  for  a  long  time  the  lion's  share  of  the  scarce  reserve  of 
professionally  qualified  personnel  was  in  the  private  sector  to  the  detri- 
ment of  the  public  sector  and  many  such  agencies  are  recognizing  their 
responsibility  in  sharing  some  of  their  best  personnel  with  the  public 
agencies  and  in  dividing  some  of  their  resources,  that  is,  splitting  some 
of  their  resources,  so  that  I  think  increasingly  in  the  field  of  social 
welfare  we  are  seeing  this  less  as  a  competition,  federally  sponsored 
organizations,  but  much  more  in  terms  of  what  is  a  rational  distribu- 
tion of  needed  personnel  who  are  in  very  scarce  supply. 

Mr.  Schneebeli.  I  am  glad  to  hear  you  state  this  transition  or  this 
exchange  is  amicable.  I  thought  it  might  be  a  little  abrasive  and  a 
little  difficult. 

Dr.  Stein.  Well,  sir,  I  wouldn't  want  to  be  completely  euphoric  on 
this  subject.  I  am  sure  that  the  competition  is  felt  and  is  keen  in  many 
areas,  but  the  tendency  that  I  have  indicated  is  also  present  and  I  think 
your  question  is  very  much  to  the  point  of  a  very  important  issue. 

Mr.  Schneebeli.  Thank  you  very  much. 

Mr.  Ullman.  Are  there  further  questions  ? 

Dr.  Stein,  did  you  wish  to  have  the  two  bulletins  included  also  in 
the  record  ? 

Dr.  Stein.  Yes,  I  would,  Mr.  Chairman. 

Mr.  Ullman.  Without  objection  they  will  be  included  as  well  as 
your  testimony  in  toto.  We  thank  you  very  much  for  appearing  be- 
fore the  committee. 

Dr.  Stein.  Thank  you,  Mr.  Chairman. 

Mr.  Ullman.  Our  next  witness  is  Dr.  Saypol.  Doctor,  we  welcome 
you  before  the  committee.  Please  identify  yourself  for  the  committee 
record  and  you  may  proceed  as  you  see  fit. 

STATEMENT  OF  DR.  GEORGE  M.  SAYPOL,  IN  BEHALF  OF  THE 
NEW  YORK  BOARD  OF  TRADE 

Dr.  Saypol.  Mr.  Chairman  and  members  of  the  committee,  I  am 
George  Saypol,  director  of  surgery  at  the  Long  Island  Jewish  Hos- 
pital-Queens Hospital  Center,  and  I  am  here  on  behalf  of  the  New 
York  Board  of  Trade.  On  their  behalf  I  thank  you  for  the  privilege 
of  speaking  here  today. 

Mr.  Ullman.  You  may  be  seated,  sir. 

Dr.  Saypol.  I  am  a  member  of  the  medical  section  of  the  New  York 
Board  of  Trade,  Inc.,  a  nonprofit  civic  organization.  The  Board  has 
been  active  for  many  years  in  promoting  public  welfare  in  our  city, 
State  and  country. 


1756  SOCIAL  SECURITY  AMENDMENTS  OF  1967 


Some  years  ago  several  of  our  members,  that  is,  of  the  medical  sec- 
tion, prepared  a  statement  of  principles  concerning  medical  care  for 
all  Americans.  What  follow  represents  the  feeling  of  our  board  and 
many  doctors  practicing  in  New  York  County. 

The  principal  concern  of  the  American  physician  is  to  provide  all 
people,  regardless  of  age,  race  or  economic  status,  access  to  the  highest 
quality  health  care.  Many  retired,  infirm,  disabled  and  chronically  ill 
and  mentally  ill  persons  are  unable,  in  varying  degrees,  to  afford  good 
medical  care. 

Spectacular  advances  in  medicine,  such  as  blood  vessel  grafts,  organ 
transplants,  and  computers,  all  requiring  highly  trained  physicians, 
nurses,  engineers,  and  technicians,  forebode  rapidly  rising,  often  un- 
predictable costs.  Life  span  is  increasing,  infant  mortality  is  decreas- 
ing and  population  growth  is  exploding.  How  are  the  costs  of  provid- 
ing medical  services  to  be  met? 

Health  care  in  the  United  States  has  been  financed  directly  by  in- 
dividuals, voluntarily  by  individual  and  group  prepaid  insurance,  and 
by  Government.  The  Federal  Government  has  assumed  increasing 
responsibility  for  the  financial  burden. 

The  New  York  Board  of  Trade  approves  comprehensive  high  quality 
health  care  for  all.  It  recommends  a  meeting  of  practicing  physicians 
with  representatives  of  government,  business,  labor,  insurance,  hospital 
and  other  consumer  groups  to  study  and  advise,  on  a  continuing  basis, 
the  best  methods  of  providing  the  total  health  needs  of  our  people. 

Medicare  seems  to  be  off  to  a  satisfactory  beginning.  There  is  much 
to  be  done  to  make  Medicaid  function  effectively.  Therefore,  we  pre- 
sent the  following  resolution  for  your  consideration. 

April  J,,  1967. 

Resolution 

Subject :  Amendments  to  Medicaid. 
Proposed  by  :  New  York  Board  of  Trade,  Inc. 

Whereas,  the  implementation  of  Medicaid  (Title  XIX)  of  the  Social  Security 
Amendments  of  1965  has  been  inordinately  delayed  in  New  York  City,  thus 
depriving  many  eligible  citizens  of  financial  assistance  for  their  medical  needs, 
be  it  hereby 

Resolved,  That  the  Ways  and  Means  Committee  of  the  House  of  Representa- 
tives consider  changes  in  Medicaid  making  it  conform  to'  Medicare  as  follows : 

1.  Grant  patients  free  choice  of  doctor  and  facility. 

2.  Encourage  participation  by  voluntary  insurance  agencies  such  as 
Blue  Shield,  Group  Health  Insurance  (New  York  City)  et  cetera,  rather 
than  limited  entirely  to  Welfare  or  Health  Departments  of  cities,  counties 
or  states. 

3.  Determine  reasonable  fees  on  the  basis  of  usual  and  customary  charges 
prevailing  in  a  locality. 

4.  Reimburse  patients  on  presentation  of  a  receipted  doctor's  bill  and/or 
permit  assignment  of  fees  to  physicians. 

5.  Establish  a  national  advisory  council,  similar  to  the  Health  Insurance 
Benefits  Advisory  Council  of  title  XVIII. 

With  regard  to  this  projected  Advisory  Council,  there  are  many 
problems  which  could  possibly  be  discussed  at  a  time  like  this  and  what 
I  am  about  to  offer  simply  skims  the  surface  of  the  problems  facing 
an  Advisory  Council.  Major  problems  include  hospital  care.  With 
hospital  beds,  physicians,  nurses  and  ancillary  personnel  in  short 
supply,  how  does  one  accommodate  the  increasing  demand  for  in- 
patient care? 
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Hospitals  are  unable  to  admit  elgible  patients  under  medicare  and 
medicaid  because  reimbursement  for  their  care  is  insufficient  to  meet 
costs.  Accordingly,  and  this  is  particularly  true  tof  patients  who  are 
chronically  ill,  they  often,  unwillingly,  direct  them  to  government 
operated  hospitals. 

The  second  major  problem  is  the  increasing  costs. 

Including  1  to  2  million  senior  citizens  not  in  financial  need  under 
medicare,  offering  care  to  many  not  in  financial  need  uder  medicaid 
(for  example  New  York  State)  and  now  the  proposed  extension  to1the 
disabled,  whether  or  not  they  have  the  financial  means,  will  increase 
costs  to  heights  threatening  our  social  security  program. 


I.  For  those  who  need  aid  in  part  or  in  full. 

(a)  Establish  fixed,  reasonable  fees  for  a  locality. 

(b)  Establish  a  panel  of  participating  physicians,  open  to  all 
qualified  doctors,  who  will  accept  fixed  fees  in  payment  for  care 
given  the  financially  needy. 

(c)  Eliminate  deductibles  and  co-insurance,  which  were  in- 
tended as  a  deterrent  to  abuse,  even  at  the  cost  of  increasing- 
premiums  to  permit  comprehensive  care. 

(d)  Allow  voluntary  fiscal  intermediaries  like  Blue  Shield,  who 
have  the  know-how,  to  handle  the  financing. 

All  of  the  foregoing  would  simplify  bookkeeping  and  eliminate 
duplication  and  delay  in  implementing  medical  care  programs. 


Encourage  affiliation  of  voluntary  hospitals,  through  medical  school 
linking,  with  Veterans,  State,  county,  and  municipal  hospitals.  This 
should  include  hospitals  for  the  mentally  ill,  which,  are  poorly  fitted 
to  care  for  medical  and  surgical  conditions.  They  have  neither  the 
personnel  nor  the  equipment  to  provide  adequate  care. 

The  combined  professional  staffs  could  then  participate  in  quality 
care  for  all,  without  discrimination.  Present  cumbersome  require- 
ments for  reimbursement  are  dissuading  participation  by  many  busy, 
able,  otherwise  willing  t  o  participate  physicians. 

III.  Institute  tighter  Federal  controls  over  State,  county,  and 
municipal  medical  care  operations. 

Many  medicaid  plans  at  the  present  time  are  unrealistic  and  could 
lead  to  staggering  increases  in  taxes.  Illustrative  of  the  current  chaos 
is  the  failure  of  title  XIX  programs,  tacked  on  hurriedly  to  title 
XVIII,  to  operate  efficiently. 

IV.  Catastrophic  illness. 

Eegardless  of  ability  to  pay,  an  individual  may  become  medically 
indigent  because  of  a  catastrophic  illness.  Determination  of  eligibility 
for  financial  aid  should  be  made  simple  and  not  demeaning  for  the 
recipient. 

V.  Medical  education  which  is  especially  close  to  many  of  us,  and 
it  has  to  do  with  the  education  and  training  of  surgeons  which  requires 
that  during  their  period  of  training  they  be  given  increasing,  graded 
responsibility.  In  their  third,  fourth,  and  fifth  years  of  residency, 
emphasizing  the  team  approach,  men  in  training  are  often  permitted 
authority  to  work  without  supervision  by  a  visiting  surgeon. 
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Medicare  and  medicaid  laws  should  be  made  flexible;  they  should 
permit  payment  of  fees  for  services  rendered  by  able  senior  residents 
who  have  been  designated  as  the  responsible  surgeon. 

Again  I  wish  to  thank  you  for  the  privilege  of  making  this  presenta- 
tion. 

Mr.  Ullman.  Are  there  any  questions  of  Dr.  Saypol  ?    Mr.  Conable. 

Mr.  Conable.  Doctor,  I  notice  in  this  resolution  in  your  statement 
that  implementation  of  title  XIX  has  been  inordinarily  delayed  in 
New  York  City.  Can  you  give  us  a  little  more  about  the  extent  of 
this  delay  ? 

Dr.  Saypol.  Yes,  sir.  The  program  was  supposed  to  have  begun 
April  1,  1966.  Not  until  recently  are  we  getting  reports  from  State 
welfare  commissioner  and  from  the  commissioner  in  New  York  City 
detailing  what  has  happened  to  this  program,  legislated  to  begin  last 
April,  but  telling  us  only  what  has  happened  since  October  of  1966. 
During  the  past  6  months  the  expenditure  for  the  programs,  the  State 
alleges,  has  been  some  $300  million,  the  city  some  $200  million,  making 
a  total  of  $500  million,  and  originally  when  the  plan  was  presented 
to  the  people  of  the  State  of  New  York  we  were  told  that  the  total  cost 
for  a  year  would  be  $700-odd  million. 

In  other  words,  the  Federal  Government  would  add  the  extra  $200 
or  $300  million  required.  Now,  what  has  been  reported  so  far  repre- 
sents only  6  months,  so  it  is  apparent  that  the  cost  is  going  to  be  at 
least  twice  the  $700  million  for  a  period  of  a  year. 

This  is  to  say  nothing  of  the  fact  that  in  many  instances  payments 
haven't  been  made  so  after  what  was  stated  as  the  cost  of  running  a 
program,  particularly  on  a  local  level,  New  York  City,  where  the 
forms  are  cumbersome,  both  for  patients  and  for  participating  physi- 
cians, patients  have  delayed  in  seeking  identification  cards,  and  physi- 
cians to  the  tune  of  some  two-thirds  in  the  State  of  New  York  have 
shied  away  from  the  program,  and  in  spite  of  all  of  this,  the  reports  of 
the  expenditures  portend  twice  the  amount  predicted,  in  spite  of  the 
fact  that  many  fees  have  not  yet  been  paid. 

Mr.  Conable.  So  you  would  anticipate  that  the  experience  figures 
for  the  first  6  months  would  not  be  accurate  at  all  in  terms  of  the 
long-term  cost  ? 

Dr.  Saypol.  Not  at  all.  It  was  predicted  originally  that  approxi- 
mately 8  million  people  out  of  a  total  of  approximately  16  million  in 
the  State  would  be  eligible,  and  to  decree  that  half  of  our  population 
in  New  York  State  require  medical  assistance  is  the  most  unrealistic 
thing  that  anybody  ever  heard  of. 

Mr.  Conable.  Doctor,  I  come  from  upstate  New  York  and  we  heard 
there  was  a  good  deal  better  acceptance  of  medicaid  among  the  physi- 
cians downstate  than  there  is  upstate. 

Can  you  tell  me  what  percentage  of  physicians  in  New  York  City 
are  actually  participating  under  the  medicaid  program? 

Dr.  Saypol.  The  total  for  the  whole  State,  as  I  indicated  before,  is 
approximately  11,000  out  of  33,000  physicians.  Up  until  only  4 
months  ago  it  was  only  1,600. 

In  New  York  City,  which  has  approximately  15,000,  I  don't  know 
what  figure  is  claimed,  but  I  would  hazard  a  guess  that  it  is  no  more 
than  4,000  out  of  the  15,000. 

Mr.  Conable.  Less  than  one-third  in  New  York  City  ? 
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Dr.  Saypol.  I  am  quite  sure  that  it  is  only  about  a  fourth  in  Greater 
New  York  City,  New  York,  Nassau,  and  Westchester. 

Mr.  Conable.  The  New  York  City  association  strongly  supported 
medicaid,  didn't  it? 

Dr.  Saypol.  No,  sir;  on  the  contrary.  It  didn't  support  medicaid 
at  all.  It  violently  opposed  and  continues  to  fight  it  because  it  is 
cumbersome  and  unrealistic.    It  hasn't  really  gotten  off  the  ground. 

Mr.  Conable.  What  was  the  difficulty  as  a  result  of  the  split  of 
the  medical  society  in  New  York  State,  upstate  and  in  the  city  ? 

Dr.  Saypol.  I  don't  think  there  was  any  split.  As  a  matter  of  fact, 
I  have  all  the  material  in  my  briefcase  here  dealing  with  the  resolu- 
tion passed  at  our  annual  meeting  in  February,  and  the  resolution 
is  distressing  to  me,  and  it  is  a  resolution  by  the  entire  State. 

Mr.  Con  able.  I  may  be  misinformed  but  I  am  recalling  the  con- 
versations and  discussions  which  were  had  at  the  time  that  the  legis- 
lature originally  implemented  title  XIX  in  New  York  State. 

At  that  time  I  got  the  impression  that  there  was  a  regional  split 
based  on  the  assumption  that  the  New  York  City  medical  people  were 
generally  supporting  this  program  more  than  they  Avere  upstate. 

Dr.  Saypol.  Not  at  all,  sir.  I  am  sorry  to  disagree  with  you.  This 
is  erroneous. 

Mr.  Con  able.  You  may  be  correct  on  that. 

Dr.  Saypol.  The  resolution  in  front  of  me  could  be  read  by  me 
at  your  pleasure. 
Mr.  Ullman.  Mr.  Curtis. 

Mr.  Curtis.  Just  one  point,  Doctor,  because  you  are  the  first  witness 
that  we  have  had  that  pointed  to  the  matter  of  catastrophic  illness. 
You  are  pointing  out  here  regardless  of  ability  to  pay  an  individual 
may  become  medically  indigent  because  of  catastrophic  illness.  And 
this  is  true  even  under  medicare  in  New  York  right  now ;  is  it  not  ? 

Dr.  Saypol.  This  is  true  even  before  the  Government  came  into 
the  plan. 

Mr.  Curtis.  Exactly. 

Dr.  Saypol.  And  distressing. 

Mr.  Curtis.  Yes,  and  during  our  executive  sessions  of  this  commit- 
tee last  year  where  we  were  digging  into  this  medicaid  program  in 
New  York  this  is  one  of  the  points  that  I  kept  trying  to  stress.  For 
the  record's  sake  it  is  a  point  that  should  have  been  stressed  through- 
out the  whole  consideration  of  medicare,  because  the  program  was 
sold  to  the  people  with  attention  directed  really  to  the  catasrophic 
type  illness,  and  yet  the  program  itself  does  practically  nothing  for 
the  catastrophically  ill. 

In  medicare  I  raised  the  question  why  did  the  program  cut  off  the 
benefits  at — what  is  it  ?  Two  months  in  the  hospital  ?  And  the 
answer  of  the  administration  was,  "Well,  only  3  percent  of  the  older 
people,  or  5  percent,  experience  hospital  stays  beyond  2  months." 

My  response  was,  "But  that  is  the  very  group  that  we  have  a  con- 
cern about."  Yet  the  program  we  have  put  into  effect,  both  medicaid 
and  medicare,  has  been  in  the  area  where  people  largely  have  been 
able  to  take  care  of  the  thing  themselves  and  nothing  was  done  about 
this  serious  problem  that  still  exists  of  catastrophic  illness  which 
can  break  a  family  with  incomes  of  $20,000  and  assets  beyond  that; 
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where  you  have  someone  who  lingers  for  2  or  3  years  as  a  cancer  case, 
or  stroke,  a  brain  injury,  or  whatever  it  might  be. 

Well,  I  couldn't  refrain  from  commenting  on  the  fact  that  here  is 
the  first  mention  before  this  committee  of  what  I  think  is  the  crucial 
problem  in  our  society  and  we  still  aren't  zeroing  in  on  it.  Thank 
you. 

Dr.  Saylor.  I  couldn't  agree  with  you  more,  sir. 

Mr.  Ullman.  Thank  you  very  much,  Dr.  Saypol.  You  have  been 
very  helpful  to  us. 

Our  final  witness  today  is  Dr.  Crothers.  I  want  to  welcome  you  be- 
fore the  committee,  Morris,  and  to  recommend  you  to  my  colleagues. 
Dr.  Crothers  is  a  very  distinguished  member  of  the  Oregon  House  of 
Representatives.  He  is  a  practicing  physician.  I  might  say  to  my 
colleagues  he  is  a  Republican,  but  a  member  of  that  ever  growing  body 
of  citizens  known  as  friends  of  Al  Ullman. 

We  certainly  do  welcome  you  here.  You  have  been  very  patient. 
You  are  the  last  witness  on  the  list  today,  but  far  from  the  least,  and 
I  am  looking  forward  to  hearing  you  here.  We  are  mighty  pleased 
that  you  decided  to  come  back  and  give  us  the  benefit  of  your  knowl- 
edge because  it  is  great.  You  have  been  working  long  and  hard  in  the 
Oregon  Legislature  on  these  very  problems  and  your  contribution  to 
us  is  going  to  be  most  valuable. 

Mr.  Curtis.  I  wonder  if  the  chairman  would  yield  for  a  brief 
statement. 

Mr.  Ullman.  Yes. 

Mr.  Curtis.  I  am  so  pleased  to  have  the  doctor  here  particularly 
under  the  auspices  of  our  very  fine  colleague,  Mr.  Ullman,  but  I 
would  like  to  add  another  thing  that  I  am  so  pleased  about,  the  fact 
that  someone  from  the  State  legislature  will  take  the  trouble  to  testify 
before  the  Federal  legislative  body.  We  need  a  great  deal  more  of 
that.  We  have  the  executive  branch,  the  Governors  coming  down  on 
occasion,  but  so  seldom  do  we  have  people  from  our  own  branch  of 
the  Government,  the  legislative,  to  appear  before  us  and  so  I  wanted  to 
add  that  in  according  the  same  welcome  of  Mr.  Ullman. 

STATEMENT  OF  DR.  MORRIS  CROTHERS,  MEMBER,  STATE  OF 
OREGON  HOUSE  OF  REPRESENTATIVES 

Dr.  Crothers.  Thank  you  Mr.  Ullman  and  Mr.  Curtis.  It  has  been 
a  very  interesting  day.  I  have  enjoyed  the  testimony. 

Mr.  name  is  Morris  K.  Crothers.  I  am  a  practicing  physician  and 
a  member  of  the  House  of  Representatives  of  the  State  of  Oregon.  My 
address  is  1517  Court  Street,  Salem,  Oreg. 

I  am  pleased  at  this  opportunity  of  appearing  before  your  commit- 
tee to  present  some  comments  on  H.R.  5710,  the  Social  Security  Amend- 
ments of  1967.  While  these  comments  do  not  represent  an  official 
presentation  for  the  State  of  Oregon,  the  committee  should  be  aware 
that  my  statement  has  been  reviewed  by  the  Honorable  Tom  McCall, 
Governor  of  Oregon,  the  Honorable  E.  D.  Potts,  president  of  our  sen- 
ate, and  the  Honorable  F.  F.  Montgomery,  speaker  of  our  house  of 
representatives. 

Mr.  Chairman,  my  comments  will  be  restricted  to  several  provi- 
sions of  H.R.  5710  that  have  direct  impact  upon  programs  financed 
in  part  by  the  State  of  Oregon. 
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.IMPACT   OF   PROPOSED   OASI  CHANGES   ON   OREGON'S   PUBLIC  EMPLOYEES 

RETIREMENT  SYSTEM 

State  and  local  government  employees  in  Oregon  are  covered  by 
social  security.  In  addition,  the  Oregon  public  employees'  retirement 
system  which  we  call  PEES  provides  retirement,  disability  and  death 
benefit  coverage  to  70,000  of  these  employees. 

PEKS,  in  common  with  many  other  State  and  local  government 
retirement  systems,  is  integrated  with  social  security — that  is,  the 
benefit  objective  consists  of  both  retirement  benefits  and  primary  social 
security  benefits.  PEKS  contributions  are  also  integrated  with  the 
social  security  rate  structure.  Each  employee  contributes  at  a  reduced 
rate  on  that  portion  of  his  salary  subject  to  social  security  taxes  and 
at  a  higher  rate  on  salary  in  excess  of  the  social  security  base. 

Any  significant  change  in  social  security  rates,  base,  or  benefits  has  a 
profound  effect  on  our  retirement  system  and  other  integrated  systems. 

The  contribution  rates  of  many  integrated  systems  were  revised 
when  the  social  security  base  was  increased  to  $6,600  in  1965.  Under 
the  proposed  amendments  it  would  be  necessary  to  revise  rates  in 
1968  when  the  base  goes  to  $7,800  ;  again  in  1971  when  the  base  in- 
creases to  $9,000  and  again  in  1974  when  the  base  moves  to  $10,800. 

In  many  respects,  either  a  more  abrupt  adoption  of  the  ultimate  $10,- 
800  base  or  a  more  gradual  phasing  in  would  be  preferable  to  the  pro- 
posed $1,200-$1,200-$1,800  incremental  increases.  These  increases  are 
too  large  to  be  ignored  in  fixing  the  contribution  rates  of  the  integrated 
retirement  systems. 

At  the  same  time,  the  3-year  interval  between  increases  precludes 
the  possibility  of  making  a  single  retirement  rate  adjustment  sufficient 
to  accommodate  the  ultimate  base  of  $10,800. 

It  is  not  our  intention  to  oppose  the  amendments  on  the  basis  of 
the  technical  and  administrative  problems  created  for  Oregon's  retire- 
ment system  and  other  integrated  systems. 

We  are  nevertheless  hopeful  that  if  for  other  reasons  the  commit- 
tee considers  changes  in  the  amendments,  some  weight  will  be  given 
to  achieving  adoption  of  a  new  salary  base  on  a  schedule  more  com- 
patible with  the  needs  of  the  many  social  security  integrated  retire- 
ment plans. 

REQUIREMENTS  FOR  STATES  TO  RAISE  CASH  ASSISTANCE  STANDARDS 

While  we  are  not  opposed  in  principle  to  the  provisions  of  section 
202  of  the  bill  that  requires  States  to  meet  the  full  need  of  cash  assist- 
ance recipients  and  the  annual  updating  of  assistance  standards,  we 
are  concerned  about  the  budgetary  impact  of  these  provisions  on  the 
State  of  Oregon.  Oregon's  average  cash  grants  in  the  aid  to  dependent 
children,  aid  to  disabled,  and  aid  to  blind  programs  now  virtually 
e^ual  or  exceed  the  maximum  amount  for  which  Federal  participa- 
tion is  provided.  This  means  that  all  increases  in  standards  in  these 
programs  will  be  financed  entirely  with  State  and  local  moneys. 

Oregon's  average  cash  grant  in  the  old  age  assistance  program,  when 
combined  with  medical  vendor  payments,  now  virtually  exceeds  the 
maximum  grant  in  which  the  Federal  Government  will  participate. 
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Unless  some  relief  is  found  when  Oregon  implements  a  title  XIX  pro- 
gram, any  increases  in  OAA  standards  will  also  be  financed  exclu- 
sively with  State  and  local  moneys. 

Governor  McCall's  1967-69  biennial  budget  recommendations  pro- 
vide for  an  increase  in  Oregon's  cash  grant  standards— even  though 
those  increases  will  gain  no  increased  Federal  moneys.  I  believe  that 
the  recommended  increased  standards  will  be  adopted  by  our  legis- 
lature after  the  need  for  the  increase  is  weighed  against  the  competing 
needs  for  expenditure  of  State  moneys. 

If  H.R.  5710  in  its  present  form  was  now  in  effect,  Oregon's  legis- 
lature would  be  forced  to  finance  increased  assistance  standards  exclu- 
sively with  State  and  local  moneys,  without  regard  to  whether  there 
might  be  a  higher  priority  upon  State  moneys. 

We  question  the  propriety  of  the  Federal  Government  requiring  an 
increase  in  a  State's  public  assistance  grants  without  regard  to  avail- 
ability of  State  moneys — especially  when  the  Federal  Government  is 
unwilling  to  share  in  the  costs  of  such  increases. 

Mr.  Chairman,  at  this  point  I  would  like  to  mildly  protest  the  inclu- 
sion of  Oregon  as  one  of  the  States  providing  "woefully  inadequate" 
standards  for  Old  Age  Assistance  recipients.  On  page  38  of  this  com- 
mittee's analysis  of  H.R.  5710,  it  is  stated  that  Oregon  paid  an  aver- 
age of  only  $47.50  to  its  OAA  recipients  in  October  1966. 

While  this  is  technically  correct,  it  should  be  understood  that  Ore- 
gon's OAA  standards  for  basic  needs  are  $98.75  per  month  and  that 
each  OAA  recipient  is  provided  a  grant  sufficient  to  fully  satisfy  this 
need.  We  don't  believe  the  fact  that  a  high  proportion  of  Oregon's 
needy  aged  have  income  other  than  their  public  assistance  grant 
should  be  twisted  in  an  attempt  to  justify  higher  OAA  standards. 

We  must  plead  guilty  on  the  other  hand  to  the  information  on  pages 
36  and  37  of  the  committee  analysis  of  H.R.  5710  that  Oregon  does  not 
now  fully  support  its  needy  children ;  but  the  93.2  percent  of  need  paid 
for  ADC  reported  in  the  analysis  has  already  been  improved  to  97.2 
percent  and  Governor  McCall's  1967-69  budget  recommendations 
envision  grants  that  provide  100  percent  of  need  in  the  ADC  program. 

FEDERAL  PARTICIPATION  IN  THE  FULL  COST  OF  INSTITUTIONAL  CARE  OF 
INFIRM  ASSISTANCE  RECIPIENTS  IN  THE  CASH  ASSISTANCE  PROGRAMS 

Section  205  of  H.R.  5710  provides  for  Federal  participation  in  the 
full  cost  of  special  services  for  infirm  assistance  recipients  if  a  phy- 
sician certifies  that  the  recipient  requires  "skilled  nursing  home"  care. 
This  section  seems  to  correct  one  of  the  major  obstacles  currently  pre- 
venting Oregon  from  implementing  a  title  XIX  program. 

Under  current  HEW  regulations  and  I  guess  they  have  been  modi- 
fied a  little  since  this  was  written  to  appear  early  in  March,  only  insti- 
tutions certified  as  extended  care  facilities  under  title  XVIII  are 
eligible  to  provide  "skilled  nursing  home"  care  under  title  XIX. 

Oregon  now  has  220  licensed  nursing  homes  with  11,446  beds.  Of 
this  total,  only  66  facilities  with  3,445  beds  have  been  recommended 
by  our  State  Board  of  Health  for  certification  as  extended  care  facili- 
ties under  title  XVIII. 

There  are  another  29  facilities  with  1,626  beds  that  have  applied  for 
certification.  These  figures  indicate  that  a  maximum  of  44  percent  of 
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the  nursing  home  beds  in  Oregon  will  be  available  to  provide  care 
under  either  title  XVII  or  title  XIX,  and  that  not  sufficient  nursing 
home  beds  will  be  certified  to  care  for  all  existing  nursing  home 
patients. 

It  is  interesting  to  note  that  some  of  our  better  nursing  homes  are 
among  those  that  have  chosen  not  to  be  certified  as  extended  care 
facilities.  And  I  would  like  to  put  in  a  little  aside  here  that  there  are 
three  counties  in  Mr.  Ullman's  district,  including  the  lowly  little 
county  of  Deschutes  and  the  city  of  Bend  that  has  no  facility  that  has 
qualified  as  an  extended  care  facility. 

The  Oregon  State  Public  Welfare  Commission  is  now  providing 
assistance  for  approximately  4,500  patients  in  licensed  nursing  homes 
and  approximately  1,200  patients  in  licensed  homes  for  the  aged. 

The  average  age  of  our  OAA  nursing  home  patients  is  83  years  of 
age.  Generally,  these  recipients  need  some  medical  and  nursing  care 
in  an  institution,  the  total  cost  of  which  far  exceeds  the  maximum 
amount  in  which  the  Federal  Government  will  participate.  These 
patients,  however,  are  usually  chronic  nursing  home  cases  that  do 
not  medically  require  the  rehabilitation  services  and  relatively  in- 
tensive care  envisioned  in  the  "extended  care  facilities"  in  title  XVIII 
or  the  "skilled  nursing  homes"  in  title  XIX. 

We  believe  it  is  appropriate  for  the  Federal  Government  to  partici- 
pate in  the  full  cost  of  care  of  infirm  public  assistance  recipients 
who  require  care  in  a  chronic  nursing  home,  home  for  the  aged,  or 
adult  foster  home,  but  we  think  Congress  should  make  section  205 
of  H.E.  5710  more  explicit. 

We  would  like  an  amendment  to  this  section  providing  that  a  re- 
cipient's physician  could  certify  that  due  to  a  recipient's  physical  or 
mental  condition  special  living  arrangements  in  a*i  appropriate  in- 
stitution, his  own  home,  or  elsewhere  are  necessary  and  not  require 
the  physician  to  certify  that  "skilled  nursing  home"  care  would  be 
required  if  such  special  arrangements  are  not  furnished. 

A  physician,  aware  of  the  standards  prescribed  for  "skilled  nursing 
homes",  would  resist  certifying  that  such  intensive  care  is  necessary 
for  most  of  Oregon's  public  assistance  nursing  home  cases. 

We  would  prefer  that  section  205  specifically  state  that  these  special 
living  arrangements  include  chronic  nursing. homes,  homes  for  the 
aged,  board  and  care  homes,  and  adult  foster  homes,  but  that  may 
be  more  specifically  than  you  desire. 

LIMITATION  ON  FEDERAL  PARTICIPATION  IN  MEDICAL  ASSISTANCE  PAY- 
MENTS FOR  INDIVIDUALS  WHOSE  INCOME  IS  NO  MORE  THAN  150  PERCENT 
OF  THE  HIGHEST  INCOME  STANDARDS  OF  A  STATE'S  CASH  ASSISTANCE 
PROGRAM 

Section  220  of  H.R.  5710  would  establish  a  limit  on  the  amount  of 
income  a  person  could  have  and  still  be  eligible  for  medical  assistance 
as  a  medically  needy  person.  Such  a  limitation  seems  to  us  to  be 
necessary  to  prevent  abuse  of  the  title  XIX  program. 

The  proposed  limit  of  150  percent  of  the  highest  standard  for  a 
State's  cash  assistance  program  appears  conservative  and  reasonable. 
The  highest  cash  assistance  standard  for  an  individual  in  Oregon  is 
in  the  Aid  to  the  Blind  program  and  the  current  standard  is  $105 
per  month. 
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Under  the  provisions  of  section  220,  the  Federal  Government  would 
participate  in  medical  assistance  payments  only  for  individuals  in 
Oregon  whose  income  was  $1,890  per  year  or  less.  The  income  level 
to  establish  an  individual's  eligibility  for  medical  assistance  that  most 
probably  will  be  included  in  Oregon's  title  XIX  program  and  Mr. 
Ullman  has  some  copies  of  this,  is  $1,750  per  year — the  amount  spec- 
ified in  our  medical  assistance  for  the  aged  program. 

MODIFICATION  OF  COMPARABILITY  PROVISIONS  OF  TITLE  XIX 

Section  223  of  the  bill  before  this  committee  provides  an  exception 
to  the  comparability  requirements  of  title  XIX  so  that  States  that 
"buy  in"  to  title  XVIII,  part  B  for  aged  individuals  will  not  be 
required  to  provide  services  comparable  to  title  XVIII,  B  to  nonaged 
recipients. 

Oregon  has  not  as  yet  "bought  in"  to  title  XVIII,  part  B,  primarily 
because  of  the  effect  such  action  would  have  on  the  medical  care  pro- 
grams for  our  nonaged  recipients.  We  support  this  exception  to 
the  existing  comparability  requirements  of  title  XIX,  since  it  does 
change  this  requirement  we  have  found  objectionable. 

I  would  like  to  suggest  that  this  committee  might  wish  to  reap- 
praise title  XIX  comparability  requirements  with  respect  to  dental 
care  of  children. 

I  interject  here  I  am  not  really  on  very  secure  ground  here.  I 
have  gone  over  this  with  Mr.  Juras,  our  welfare  administrator  and 
he  thinks  I  am  right,  but  I  have  seen  some  things  that  make  me 
question  it.  But  it  is  commonly  accepted  that  the  great  need  for 
dental  services  among  the  poor  is  appalling.  Dental  diseases  in  a 
child,  however,  are  a  more  serious  matter  than  in  an  adult.  A  rapidly 
growing  child  is  more  vulnerable  than  an  adult  to  damage  from 
dietary  deficiencies  and  disfiguring  dental  decay  during  the  child's 
formative  years  may  have  lasting  effect  upon  his  emotional  and  social 
development. 

I  was  pleased  to  note  that  this  bill  provides  for  pilot  project  grants 
to  provide  dental  services  to  children.  This  is  just  a  beginning, 
however. 

Oregon,  and  I  suppose  most  States,  has  neither  the  professional 
personnel  nor  money  available  at  the  present  time  to  provide  com- 
prehensive dental  services  to  needy  children  through  title  XIX,  but 
it  seems  to  me  that  requiring  States  to  provide  the  same  dental 
services  for  adults  as  for  children  will  tend  to  discourage  the  devel- 
opment of  title  XIX  dental  services  for  children. 

Mr.  Chairman,  that  completes  my  prepared  statement  but  I  would 
like  to  make  two  very  brief  comments  on  some  testimony  today,  first 
to  say  that  I  believe  that  the  statute  and  the  regulation  with  respect 
to  the  cost  sharing  of  title  XVIII  are  entirely  too  complicated.  You 
have  four  different  kinds  of  cost-sharing  features. 

I  think  they  could  be  simplified  quite  a  little  and  would  fulfill  the 
intent  of  Congress,  and  further  comment  that  there  are  some  statistics 
about  drugs  available  through  the  Federal  employees  program  that 
is  administered  by  Blue  Cross/Blue  Shield  and  there  is  a  major  medi- 
cal $100  deductible  there  and  they  have  found  that  under  this  thing 
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the  cost  per  person  over  65  for  prescription  drugs  is  $13.36  and  the 
cost  per  person  for  prescription  drugs  of  people  under  65  is  $2.80  a  year. 
It  is  about  five  times  as  much. 
Thank  you,  Mr.  Chairman. 

Mr.  Ullman.  We  thank  you  very  much,  Dr.  Crothers. 

Are  there  any  questions  of  the  doctor  ?  Mr.  Curtis. 

Mr.  Curtis.  Yes.  First,  I  thank  you  for  that  statistic  which  I  was 
looking  for  and  hope  to  get  more  and  I  think  we  will  from  the  drug 
people  and  others. 

I  wanted  to  emphasize  the  point  for  the  record  that  you  made  when 
you  say,  "We  don't  believe  the  fact  that  a  high  proportion  of  Oregon's 
needy  aged  ha  ve  income  other  than  their  public  assistance  grant  should 
be  twisted  in  an  attempt  to  justify  higher  OAA  standards." 

I  wish  that  it  had  been  just  limited  to  Oregon.  The  trouble  is  this 
is  the  way  these  statistics  have  been  presented.  Indeed,  I  reget  to 
say  that  this  is  the  way  the  administration's  entire  case  has  been  pre- 
sented across  the  board  on  social  security. 

We  do  have  private  savings  of  our  people  and  we  also  have  private 
pension  plans  and  we  have  social  security  and  then  we  have  welfare  to 
take  care  of  that  which  the  three  in  combination  don't  cover  and  I  hope 
before  we  are  done  with  the  hearings  we  will  get  some  of  this  material 
more  in  context. 

The  tragedy  is  the  news  media  reported  this  out-of -context-informa- 
tion to  the  people.  What  I  have  been  trying  to  do  is  keep  this  in  con- 
text. Yet  the  context  still  remains  unreported.  We  will  have  a  little 
diffculty  in  our  committee  with  this  bill  because  of  that  kind  of 
climate. 

Now,  going  over  to  one  other  thing  which  is  very  close  to  my  heart, 
this  business  of  dental  care  for  children.  I  remember  in  1965  making 
an  address  to  the  American  Dental  Association,  which  is  the  very 
point  I  was  making,  that  what  we  needed  was  dental  insurance  for 
kids.  In  that  speech  I  pointed  out  that  there  were  pilot  projects  al- 
ready operating. 

There  was  one  in  St.  Louis,  Mo.,  to  the  credit  of  the  Teamsters 
Union,  the  local  there.  They  had  set  up  a  program  with  management 
which  was  for  kids  because  you  can  force  kids  to  go  to  the  dentist  when 
the  adults  won't  go  themselves,  and  also  this  is  the  real  age  to  catch 
the  problem.  But  to  have  the  Federal  Government  come  in  in  this 
bill  and  talk  about  pilot  project  grants  when  they  haven't  even  looked 
around  to  see  what  is  going  on  in  our  society  just  leaves  me  not  only 
cold,  but  a  little  bit  iritated. 

I  don't  know  what  the  health  insurance  people  have  done  in  this 
area.  I  have  asked  for  further  information.  I  know  there  has  been 
some  movement.  This  lends  itself  beautifully  to  the  insurance  prin- 
ciple. Every  parent  or  about  to  be  parent  could  take  out  and  should 
take  out  for  his  child  to  be  born  prepaid  dental  health  insurance  to 
take  care  of  dental  costs  up  until  about  the  age  of  12.  You  spread 
that  risk,  as  every  child  has  it,  and  the  premium  costs  are  relatively 
small. 

Now,  I  hope  that  we  can  get  some  data  in  this  hearing,  in  this  com- 
mittee, on  what  is  going  on,  if  anything,  in  this  area.  Maybe  the 
committee  might  consider  how  we  might  encourage  what  has  already 
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been  established  through  pilot  programs  and  what  is  already  going 
on  in  the  health  insurance  field  as  the  way  to  develop  this  particular 
area  rather  than  to  have  us  create  a  Federal  bureaucracy  in  order  to 
seek  to  accomplish  these  purposes.  I  welcome  your  pointing  up  this 
program. 

Dr.  Crothers.  Mr.  Curtis,  Willamette  Valley  has  probably  the 
highest  rate  of  dental  care  of  any  place  in  the  United  States  and  in 
spite  of  this  the  AFL-CIO  in  one  program,  I  think  it  is  the  retail 
clerks,  have  a  program  of  dental  care  which  Mr.  Whelan  has  told  me 
very  recently  is  working  out  very  well.  It  was  very  expensive  the  first 
year  and  they  lost  a  good  deal  of  money  but  it  is  leveling  out.  Of 
course,  title  XIX  is  not  going  to  cover  the  people  by  the  insurance. 

Mr.  Curtis.  Oh,  I  agree  and  actually  I  want  to  see  title  XIX  ex- 
tended to  all  the  indigent.  I  was  simply  pointing  out  an  area  where 
we  could  move  and  then  if  it  were  on  an  insurance  basis  then,  for,  say, 
aid  to  dependent  children,  we  would  be  relating  the  payment  through 
Government,  to  paying  premiums  for  the  insurance  rather  than  hav- 
ing Government  pay  directly.  If  we  do  have  Government  move  fur- 
ther in  I  hope  it  would  be  through  supplementing  whatever  is  neces- 
sary to  take  care  of  the  dental  insurance  premiums  of  those  children 
who  are  on  the  aid  to  dependent  children  program  rather  than  develop 
this  kind  of  grant  for  pilot  projects.  The  tests  already  are  there  for 
anyone  to  look  at  to  see  how  we  can  actually  extend  this  kind  of  cover- 
age across  the  board  to  all  children. 

Thank  you. 

Mr.  Ullman.  Are  there  further  questions? 

Doctor,  it  has  been  a  real  pleasure  to  have  you.    You  have  brought 
us  a  factual,  forthright  statement  that  has  been  most  helpful  to  us. 
Dr.  Crothers.  Thank  you,  sir. 

Mr.  Ullman.  The  committee  will  stand  adjourned  until  10  a.m. 
tomorrow  morning. 

(Whereupon,  at  3:08  p.m.,  the  committee  adjourned  to  reconvene 
at  10  a.m.,  Wednesday,  April  5,  1967.) 
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House  or  Representatives, 
Committee  on  Ways  and  Means, 

Washington,  D.C. 
The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  the  committee- 
room  (Longworth  House  Office  Building)  Hon.  Wilbur  D.  Mills 
(chairman  of  the  committee)  presiding. 
The  Chairman.  The  committee  will  please  be  in  order. 
Our  first  witness  this  morning  is  our  colleague  from  Florida,  the 
Honorable  Charles  E.  Bennett.    We  appreciate  having  you  with  us 
and  you  are  recognized. 

STATEMENT  OF  HON.  CHARLES  E.  BENNETT,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  FLORIDA 

Mr.  Bennett.  Thank  you,  Mr.  Chairman.  I  appreciate  this  oppor- 
tunity to  urge  enactment  of  H.R.  246,  a  bill  to  amend  title  II  of  the 
Social  Security  Act,  to  provide  for  the  uniform  reinstatement  of  bene- 
fits to  a  remarried  widower  or  parent,  or  a  married  child,  where  the 
later  marriage  is  annulled. 

In  February  of  1963,  Nathan  Bedell,  a  prominent  attorney  in  my 
district,  brought  to  my  attention  a  client  problem  concerning  one  who 
had  attempted  to  secure  reinstatement  of  a  mother's  insurance  benefits 
under  the  Social  Security  Act,  and  whose  claim  he  felt  had  unjustly 
been  denied. 

The  facts  of  that  case  were,  that  prior  to  December  1958,  the  client, 
a  widow,  was  entitled  to  and  drawing  mother's  insurance  benefits  as 
a  claimant  under  her  deceased  husband.  In  December  of  1958,  she 
remarried,  and  upon  notification  to  the  Social  Security  Administration 
of  this  change  in  her  status  her  benefits  were  terminated. 

Shortly  after  her  second  marriage  this  widow  instituted  annulment 
proceedings  in  a  Virginia  court,  and  a  decree  of  nullity  was  granted 
in  August  of  1959.  Following  this  decree  the  widow  filed  for  re- 
instatement of  social  security  benefits,  and  was  advised  reinstatement 
could  not  be  granted  because  the  purported  second  marriage  was 
voidable,  not  void. 

Denial  in  this  widow's  case  rested  on  the  Social  Security  Adminis- 
tration's interpretation  of  the  Virginia  annulment  statute,  which  pro- 
vided that  marriages  dissolved  upon  the  grounds  stated  in  the  decree 
of  nullity  are  "void  from  the  time  they  shall  be  so  declared  by  a  decree 
of  divorce  or  nullity .  *  *  *" 
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The  unfairness  of  this  approach  to  determining  entitlement  to 
reinstatement  of  these  benefits  is  shown  by  a  contrary  decision,  brought 
to  my  attention  by  Mr.  Bedell,  under  almost  identical  facts,  but  involv- 
ing a  Nevada  statute.  In  that  case  benefits  were  reinstated  because 
the  Nevada  statute  was  construed  as  awarding  an  annulment  relating 
back  to  the  date  of  the  remarriage. 

This  particular  problem  has  been  the  subject  of  considerable  litiga- 
tion, and  as  I  see  it  these  inequities  arise  primarily  from  the  Social 
Security  Administration's  reliance  upon  State  marriage  laws,  to  deter- 
mine if  a  marriage  that  has  been  annulled  will  defeat  the  claimant's 
right  to  reinstatement  of  benefits. 

Because  of  the  great  diversity  of  State  laws  pertaining  to  the  status 
of  a  marriage  that  has  been  annulled,  the  same  facts  as  given  in  my 
example  will  permit  reinstatement  of  benefits  in  some  cases  and  deny 
them  in  others.  I  believe  this  is  certainly  not  what  the  Congress  in- 
tended when  it  provided  these  benefits  in  the  first  place. 

The  Social  Security  Amendments  Act  of  1965  amended  the  law  to 
permit  payment  to  a  widow,  or  a  divorced  woman  not  currently  mar- 
ried, of  benefits  based  on  a  former  husband's  earnings,  regardless  of 
any  intervening  marriage  or  of  the  method  by  which  termination  of  the 
marriage  occurred. 

While  overcoming  the  problem  insofar  as  reinstatement  of  widow's 
benefits  goes,  the  amendment  failed  to  provide  for  uniform  treatment 
of  widowers,  parents,  or  children  whose  entitlement  to  benefits  ended 
with  a  marriage  that  has  since  been  annulled. 

The  Social  Security  Administration  has  recommended  that  the  Con- 
gress correct  this  situation  in  its  report  on  H.R.  268  of  the  89th  Con- 
gress, and  in  the  hope  that  this  could  be  accomplished  in  this  Congress 
I  again  introduced  the  bill  which,  is  the  same  bill  that  has  received 
departmental  approval.  H.R.  246,  as  now  before  the  committee,  would 
restore  benefits  for  widowers,  parents,  and  children. 

Public  Law  87-674  eliminated  this  confusion  as  to  claimants  for  rein- 
statement of  veterans  pension  benefits ;  and  Congress  having  made  this 
correction  in  the  treatment  of  claims  for  reinstatement  of  veterans  pen- 
sion benefits,  it  should  now  act  to  end  the  confusion  that  prevails  in 
similar  claims  for  reinstatement  of  social  security  benefits. 

I  believe  it  is  absolutely  necessary  that  our  social  security  laws  be 
administered  as  uniformly  as  possible.  It  is  grossly  unfair  to  grant 
benefits  to  certain  citizens,  and  deny  them  to  others  similarly  situated. 

Enactment  of  H.R.  246  will  provide  uniform  and  fair  treatment  for 
all  persons  who  are  rightfully  entitled  to  social  security  benefits,  and 
I  hope  the  committee  will  insure  such  operation  of  these  laws  by  favor- 
ably reporting  H.R.  246  to  the  House  of  Representatives  for  considera- 
tion, or  by  incorporating  its  provisions  in  an  omnibus  social  security 
amendment  bill  reported  by  the  committee. 

Before  closing  I  would  like  to  urge  committee  action  on  one  other 
measure  of  mine  now  pending  before  the  committee.  It  is  H.R.  241 
which  would  provide  assistance  to  persons  of  low  income  by  reducing 
the  amount  of  income  tax  on  these  individuals. 

It  seems  to  me  the  Federal  Government  could  save  many  millions  of 
dollars  annually  in  administrative  expense  alone,  to  say  nothing  of  the 
social  programs  that  might  be  eliminated,  if  certain  low-income  per- 


SOCIAL  SECURITY  AMENDMENTS  OF   1967  1769 


sons  were  to  pay  a  flat  amount  like  $5  rather  than  graduated  income  tax, 
the  bulk  of  which  possibly  later  being  returned  to  those  same  persons 
under  some  welfare  program. 

In  taxing  the  person  making  $3,000  or  less  annually,  the  Federal 
Government  is  going  to  the  source  of  a  man's  livelihood,  and  returning 
to  him  a  dole  or  subsidy  putting  him  squarely  under  the  thumb  of  the 
"Great  White  Father.'^ 

Rather  than  pay  his  rent  or  give  him  a  welfare  check,  why  not 
eliminate  his  present  income  tax?  My  bill  would  accomplish  this 
and  also  keep  the  principle  of  having  every  present  taxpayer  pay  at 
least  a  minimum  tax,  under  the  $5  feature  of  this  legislation. 

I  urge  the  committee  to  consider  this  approach  in  its  executive  con- 
sideration of  H.R.  5710. 

Thank  you  very  much. 

The  Chairman.  Mr.  Bennett,  we  thank  you,  sir,  for  taking  time 
from  what  we  know  is  a  very  busy  schedule  to  come  to  the  com- 
mittee and  discuss  this  matter  with  us. 

Is  your  new  bill,  H.R.  246,  identical  with  your  bill  of  the  last 
Congress  ? 

Mr.  Bennett.  It  is,  sir. 

The  Chairman.  Thank  you  again. 

Any  questions? 

Mr.  Bennett.  Thank  you  very  much. 

The  Chairman.  Our  next  witness  is  our  colleague  from  Illinois, 
the  Honorable  John  B.  Anderson.  Mr.  Anderson,  we  appreciate  your 
coming  to  the  committee.    We  know  you  have  a  busy  schedule  also. 

STATEMENT  OF  HON.  JOHN  B.  ANDERSON,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  ILLINOIS 

Mr.  Anderson.  Thank  you  very  much,  Mr.  Chairman  and  members 
of  the  committee.  I  appreciate  the  fact  that  much  of  the  testimony 
you  listen  to  is  repetitive  in  nature  and  I  only  hope  I  can  refrain 
from  adding  excessively  to  the  burden  you  suffer  in  that  regard  in 
the  remarks  that  I  make  this  morning,  but  I  certainly  do  want  to 
commend  the  committee,  first  of  all,  for  undertaking,  this  early  in  the 
first  session  of  the  80th  Congress,  to  reexamine  the  whole  social  secu- 
rity program  and  to  address  itself  to  the  very  pressing  problem  of 
increasing  social  security  benefits. 

My  attention  was  called  not  long  ago  to  the  social  security  bulletin 
for  I  believe  it  was  June  of  1965  in  which  the  figures  were  presented 
by  Mollie  Orshansky  in  an  article  entitled  "Who  is  among  the  poor : 
A  demographic  view  of  poverty,"  and  when  she  pointed  out  that  the 
second  largest  group  of  people  in  poverty  today  are  those  65  years 
of  age  or  over  and  in  1964  some  5.3  million  out  of  a  total  of  17.4  million 
aged  persons  were  living  in  poverty. 

This  it  seems  to  me  is  a  clear  mandate  for  this  committee  and  for 
the  whole  Congress  to  act  with  expedition  in  increasing  benefits  that 
are  sorely  inadequate.  Some  of  us  introduced  legislation  in  the  last 
Congress  to  this  effect,  and  believe  that  the  action  might  well  have 
been  taken  and  was  fully  warranted  at  that  time. 
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I  should  particularly  this  morning  like  to  add  my  endorsement  to  the 
proposal  that  has  been  made,  I  know,  by  the  ranking  minority  member 
of  this  committee  and  by  others  that  in  reporting  out  a  bill  the  com- 
mittee consider  an  automatic  increase  in  benefits  based  on  any  previ- 
ously reported  increase  in  the  cost  of  living  or  in  the  price  index. 

I  have  not  been  able  to  follow  with  as  great  detail  as  have  the  mem- 
bers of  this  committee  all  of  the  testimony  that  has  been  offered,  but 
I  have  tried  to  read  some  of  the  hearings  that  have  been  printed  to 
date  and  I  must  say  that  I  am  tremendously  reassured  by  a  colloquy 
that  took  place  recently  between  Mr.  Ball  and  Mr.  Byrnes  as  reported 
at  pages  262  and  263  of  your  hearings  in  which  it  is  indicated  that  this 
can  be  done  without  calling  for  any  specific  increase  in  the  present  pay- 
roll tax  or  the  scheduled  increases  in  that  payroll  tax  as  they  are  now 
provided  for  by  law. 

I  feel  very  strongly  that  we  ought  to  try  to  maintain  the  social 
security  program  as  a  social  insurance  program  and  that  we  ought  to  be 
willing  to  clearly  face  up  to  and  recognize  that  there  is  a  distinction 
between  a  welfare  program  and  a  social  insurance  program. 

From  what  I  have  read  in  the  press  and  elsewhere  of  some  of  the 
statements  that  have  been  made  before  this  committee  I  am  afraid  that 
some  people  have  lost  sight  of  that  fact,  that  there  is  a  distinction  that 
needs  to  be  maintained.  I  would  certainly  want  to  make  it  clear  in  my 
testimony  this  morning  that  I,  for  one,  am  not  opposed  to  maintaining 
a  decent  floor,  an  adequate  floor,  under  which  the  poor  and  the  aged 
of  this  country  will  not  be  allowed  to  sink. 

I  think  we  ought  to  support  and  maintain  our  aged,  and  our  disabled, 
and  our  poor  at  a  decent  standard  of  living  and  I  think  that  Govern- 
ment ought  to  be  willing  to  discharge  its  proper  role  to  see  that  this  is 
accomplished. 

There  are  some  suggestions,  I  know,  like  those  of  Professor  Fried- 
man and  others  for  a  negative  income  tax  to  implement  this  kind  of  a 
proposal  and  I  would  for  one  be  willing  to  say  that  this  committee 
ought  to  in  due  time  undertake  an  examination  of  that  proposal. 

I  noted  in  the  President's  Economic  Report  this  year  that  he  called 
for,  and  I  believe  established,  a  Presidential  Commission  to  examine 
some  of  the  various  proposals  that  have  been  made  for  minimum- 
income  maintenance,  and  I  think  that  the  Congress  owes  the  American 
people  the  obligation  and  has  the  duty  of  giving  full  and  adequate  con- 
sideration to  any  findings  and  recommendations  that  may  be  submitted 
by  such  a  Commission. 

But  let  us  not  compromise  and  destroy  the  integrity  of  a  soundly 
financed  social  insurance  program  in  this  country  by  any  crazy  quilt 
pattern  or  any  jerry-built  type  of  structure  that  would  abandon  this 
distinction  that  ought  to  be  made  between  a  welfare  program  and  a 
soundly  conceived  and  soundly  financed  social  insurance  system. 

And  so  I  would  put  myself  this  morning  squarely  on  the  side  of  those 
who  say  that  any  further  erosion — and  I  think  we  have  to  be  candid 
and  admit  that  some  considerable  erosion  has  already  taken  place — 
of  this  principle  that  a  retirement  annuity  under  social  security  is 
something  that  the  workers  of  this  country  are  purchasing,  that  they 
are  paying  for  with  their  contributions  in  the  form  of  payroll  taxes, 
that  the  cost  of  that  retirement  annuity  to  the  American  worker  should 
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not  exceed  the  benefits  that  he  has  been  promised  and  that  he  is 
entitled  to  receive. 

I  have  noted  some  of  the  statistics,  notably  those  I  think  by  one  Prof. 
Colin  Campbell,  of  Dartmouth  College,  that  were  published  recently 
showing  just  what  the  burden  is  one  the  younger  worker  of  this 
country,  and  bearing  in  mind  that  the  payroll  tax  is  essentially  a  re- 
gressive tax,  I  would  hope  that  we  can  maintain  the  kind  of  social 
security  system  that  will  not  discriminate  unfairly  against  the  poor 
and  against  the  younger  worker. 

Now,  very  quickly,  if  I  may,  I  should  like  to  direct,  before  I  close,  the 
attention  of  the  committee  to  one  or  two  specifics  in  the  form  of  legis- 
lation that  I  have  introduced  which  I  hopefully  believe  would  im- 
prove our  present  social  security  law. 

One  of  these  measures  that  I  have  introduced  is  H.E.  6587.  This 
is  a  bill  that  would  simply  provide  that  an  individual  may  be  entitled 
to  childs'  insurance  benefits  based  on  disability  which  began  at  any 
time  before  he  attained  the  age  of  22.  The  present  law,  as  I  under- 
stand it,  limits  such  eligibility  to  those  who  incur  their  disability  be- 
fore they  become  18  years  of  age. 

I  think  this  change  is  necessary  to  correct  a  very  real  inequity  that 
almost  unknowingly,  I  think,  has  crept  into  our  present  law. 

The  members  of  this  committee  are  well  aware  that  recent  changes 
in  child  insurance  entitlement  do  permit  the  children  of  beneficiaries 
to  continue  to  receive  their  benefits  as  long  as  they  are  full-time  col- 
lege students,  but,  as  I  imderstand  the  law,  if  a  young  person  today  is 
between  the  ages  of  18  and  22  and  is  receiving  those  benefits  as  a  col- 
lege student,  that  if  he  suddenly  because  of  some  horrible  accident  be- 
comes totally  disabled,  he  would  no  longer  be  entitled  to  those  benefits 
because  he  was  no  longer  enrolled  as  a  full-time  college  student. 

This  case  was  brought  to  my  attention,  as  I  think  so  many  of  these 
things  are,  because  of  the  experience  that  a  constituent  of  mine  had 
involving  his  son.  This  boy  was  a  very  brilliant  college  student  who 
was  seriously  injured  in  a  motor  vehicle  accident.  The  boy  was  19 
years  of  age  at  the  time  of  the  injury  and  up  to  that  time  had  been 
attending  college  on  a  full-time  basis,  but  now  as  a  result  of  that  acci- 
dent he  is  a  paraplegic  and  although  his  recovery  has  been  far  beyond 
anything  that  his  family  might  have  hoped  and  prayed  for  originally, 
it  still  appears  that  he  is  going  to  be  confined  to  a  wheelchair  for  the 
rest  of  his  life. 

However,  when  they  got  into  examining  the  social  security  picture, 
imagine  their  horror  to  find  that  this  boy  was  not  covered  because  this 
tragedy  had  occurred  when  he  was  19  years  of  age  instead  of  before 
he  was  18. 

It  seems  to  me,  having  made  the  change  in  the  law  that  I  referred 
to  that  entitles  these  young  people  to  social  security  survivor  benefits 
up  to  the  age  of  22,  that  we  might  well  adopt  the  provisions  of  the 
bill  which  I  have  introduced,  which  very  simply  is  to  amend  title  II 
of  the  Social  Security  Act  to  provide  that  an  individual  may  be  en- 
titled to  child's  insurance  benefits  based  on  a  disability  which  began 
at  anytime  before  he  attained  age  22,  instead  of  only  if  the  disability 
began  before  he  attained  age  18  as  under  present  law. 

And  I  should  like,  Mr.  Chairman,  with  your  permission,  this  morn- 
ing to  submit  for  the  record  in  connection  with  my  statement  a  letter 


1772  SOCIAL  SECURITY  AMENDMENTS  OF  1967 


from  Executive  Director  James  Smittcamp  of  the  National  Paraplegia 
Foundation,  fully  endorsing  and  expressing  support  for  this  bill,  H.R. 
6587,  which  I  have  called  to  your  attention  this  morning. 

The  Chairman.  Without  objection  that  will  be  included  in  the 
record,  Mr.  Anderson. 

(The  letter  referred  to  follows:) 

The  National  Paraplegia  Foundation, 

Chicago,  III.,  March  14, 1967. 

Hon.  John  B.  Anderson, 
House  Office  Building, 
Washington,  D.C. 

Dear  Representative  Anderson  :  This  is  to  inform  you  of  our  support  of  H.R. 
6587  which  is  designed  to  correct  an  inequity  in  the  Social  Securities  Act.  This 
bill  is  of  special  interest  to  us  because  many  paraplegics  and  quadriplegics  incur 
their  injuries  while  they  are  young  and  active  and  are  most  likely  to  be  victims 
of  the  current  situation.  We,  therefore,  want  to  assure  you  of  our  support  for 
this  legislation. 

Sincerely  yours, 

National  Paraplegia  Foundation, 
James  Smittkamp, 

Executive  Director. 

Mr.  Anderson.  I  should  also  like  to  express  the  hope  that  the  com- 
mittee would  strongly  consider  and  I  hope  favorably  report  out  in 
connection  with  its  legislation  the  provisions  of  H.R.  7054  which  I 
have  introduced  that  would  propose  to  restore,  effective  as  of  Jan- 
uary 1,  1967,  to  persons  65  years  of  age  and  older,  the  right  to  claim 
as  an  income  tax  deduction  the  full  amount  of  medical  expense  in- 
curred by  the  taxpayer  for  his  own  medical  care  and  that  of  his  spouse. 

I  think  it  comes  as  a  cruel  blow  and  as  a  shock  to  many  of  these 
taxpayers  over  65  to  realize  that  commencing  January  1  of  this  year 
that  deduction  is  no  longer  going  to  be  available  to  them,  and  I  have 
had  many  complaints,  and  I  am  sure  members  of  this  committee  have 
had  an  increasing  number  of  complaints,  from  constituents  about  the 
slowness  with  which  they  are  reimbursed  for  expenses  under  the 
medicare  program. 

Some  people  have  written  to  me  that  they  have  had  to  go  out  and 
borrow  and  become  obligated  for  interest  charges,  borrow  to  pay  some 
of  these  expenses,  and  I  would  strongly  suggest  that  a  restoration  of 
this  particular  deduction  to  taxpayers  over  65  would  be  the  fair  and 
equitable  thing  to  do. 

Then,  in  conclusion,  I  would  also  like  to  call  to  the  committee's 
attention  my  bill,  H.R.  6099,  which  I  know  has  many  companion 
measures  with  it  here  in  the  House  of  Representatives,  that  would 
advance  the  present  restrictions  on  earnings  limitations. 

As  I  understand  it,  the  administration  in  its  bill  does  propose  a 
modest  increase,  I  think  from  $1,500  to  $1,680  in  the  amount  of  earn- 
ings that  a  social  security  beneficiary  under  age  72  can  have  without 
suffering  a  withholding  of  any  of  his  cash  benefits. 

I  think  that  that  is  grossly  inadequate.  I  think  that  it  ought  to  be 
raised  to  the  amount  or  the  figure  which  I  have  proposed  in  my  bill 
of  $3,000  before  we  begin  to  penalize  social  security  beneficiaries  by 
withholding  the  benefits  to  which  they  are  otherwise  entitled. 

I  thank  the  committee  very  much  for  this  opportunity  to  testify  this 
morning. 
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The  Chairman.  We  thank  you,  Mr.  Anderson,  for  coming  to  the 
committee  and  discussing  your  views  with  us. 
Any  questions  of  Mr.  Anderson  ? 
Mr.  Anderson.  Thank  you,  sir. 

The  Chairman.  Our  next  witness  is  our  colleague  from  New  York, 
the  Honorable  Frank  J.  Horton.  Mr.  Horton,  we  appreciate  also 
your  taking  time  from  your  busy  schedule  to  come  to  the  committee. 
You  are  recognized,  sir. 

STATEMENT  OF  HON.  FRANK  J.  HORTON,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

STANDARD-OF-LIVING  INCREASES 

Mr.  Horton.  Mr.  Chairman  and  distinguished  members  of  the 
committee,  1  month  ago  I  submitted  for  the  consideration  of  the  House 
a  comprehensive  bill  which  embodies  my  recommendations  for  im- 
proving the  social  security  system. 

In  this  age  of  rising  prices  and  an  expanding  economy,  much  at- 
tention has  been  directed  to  the  problems  of  older  Americans.  Much 
of  this  attention  has  concerned  ways  of  improving  the  social  security 
system  in  order  to  improve  the  lot  of  our  aged  citizens. 

I  do  not  subscribe  to  the  view  that  we  can  solve  all  of  the  problems 
of  the  aged  through  amendments  to  the  Social  Security  Act,  but  I 
do  think  that  with  several  broad  changes  in  its  existing  structure, 
social  security  can  be  made  to  better  serve  those  benefiting  from  it  now 
and  in  the  future. 

Of  the  five  major  sections  of  H.K.  6983  which  is  the  bill  that  I  have 
introduced,  there  is  one  which  deserves  the  time  and  attention  of  this 
committee.  I  am  referring  to  my  proposal  for  automatic  and  periodic 
increases  in  title  II  benefits  based  on  rises  in  the  national  standard  of 
living. 

This  idea  is  to  be  distinguished  from  the  laudable  proposals  of 
many  for  automatic  cost  of  living  increases  in  title  II  benefits.  Under 
the  cost-of-living  proposals,  benefit  rates  would  be  raised  whenever 
the  Consumer  Price  Index  rose  3  percent  from  its  level  during  the 
base  period,  or  at  the  time  of  the  last  automatic  increase.  The  in- 
creases would  correspond  exactly  to  the  percentage  increase  in  the 
price  index.  This  plan  would  allow  social  security  beneficiaries  to 
keep  pace  with  inflation. 

Thus  the  real  value  of  benefit  dollars  would  remain  at  the  level  set 
by  Congress  in  the  initial  legislation  authorizing  these  increases. 

My  proposal  goes  one  step  further.  As  you  know,  a  good  measure 
of  the  economic  progress  of  our  Nation  takes  into  account  improve- 
ments in  real  income  to  the  individual.  Thus,  during  a  period  when 
prices  increase  5  percent,  no  real  standard  of  living  improvement  can 
be  realized  unless  disposable  per  capita  income  rises  by  more  than  5 
percent. 

The  fact  is  that  disposable  per  capita  income  in  the  United  States 
has  more  than  kept  pace  with  inflation,  so  that  real  income  has  con- 
tually  expanded.  This  expansion  in  real  personal  income  has  come 
about  through  improvements  in  efficiency  and  productivity  in  the 
economy. 


1774 


SOCIAL  SECURITY  AMENDMENTS  OF   19  67 


Let  me  offer  this  simple  illustration :  In  a  given  year,  the  price  of 
shoelaces  may  rise  5  percent.  But  the  in  the  same  year,  productivity 
improvements  enable  one  worker  to  produce  7  or  10  percent  more 
shoelaces  in  an  hour  than  he  could  produce  last  year. 

Thus,  the  employee's  work  is  not  only  worth  more  in  dollar  terms 
than  it  was  in  the  past  year,  it  is  worth  more  in  real  terms  since  his 
efficiency  has  increased  by  a  higher  percentage  than  has  the  price  of 
his  product  . 

If  last  year,  shoelaces  cost  20  cents  and  one  employee  could  produce 
100  pair  per  hour,  the  potential  yield  for  his  hours  work  was  $20. 
This  year,  the  price  has  risen  5  percent  to  21  cents  per  pair.  But  the 
same  employee,  by  virtue  of  new  methods  and  equipment  employed  as  a 
result  of  increased  demand,  can  now  produce  110  pairs  per  hour.  Thus 
the  potential  yield  from  his  hours  work  will  be  $23.20,  an  increase  of 
more  than  15  percent  over  last  year's  yield.  Thus,  despite  the  fact 
that  prices  have  risen  only  5  percent,  there  is  economic  justification  for 
raising  the  employee's  wages  by  considerably  more  than  5  percent, 
thereby  increasing  his  income  in  real  as  well  as  in  dollar  terms. 

This  simply  illustrates  how  our  economy  grows,  and  how  produc- 
tivity improvements  allow  real  income  to  expand  faster  than  prices. 

Because  we  in  America  invest  so  heavily  in  research  and  develop- 
ment of  new  products  and  production  methods,  it  is  most  unlikely 
that  our  economy  will  slip  to  a  point  where  real  disposable  personal 
income  ceases  to  improve. 

Since  Congress  last  increased  the  rate  of  social  security  benefits  in 
1965,  the  Consumer  Price  Index  had  risen  by  more  than  5.3  percent  as 
of  December.  But  this  does  not  mean  that  social  security  recipients 
are  merely  5.3  percent  behind  the  economy  in  the  value  of  their  fixed 
incomes. 

Since  the  begimiing  of  1965,  per  capita  disposable  personal  income 
climbed  10.8  percent  as  of  last  December,  reflecting  at  least  a  5 -percent 
increase  in  real  income  on  the  average. 

Meanwhile,  the  dollar  value  of  social  security  benefits  as  of  Decem- 
ber 1966  lagged  more  than  10  percent  behind  the  dollar  growth  in 
personal  income.  To  compensate  for  this  lag,  and  for  the  further  lag 
that  will  occur  before  any  system  of  automatic  increases  can  be  put 
into  effect,  I  have  proposed  in  H.R.  6983  a  10-percent  across-the-board 
increase  in  title  II  benefits. 

It  is  apparent  that  if  automatic  benefit  increases  based  solely  on  the 
rise  in  prices  had  been  in  effect  since  1965,  the  dollar  value  of  benefits 
would  still  be  a  full  5  percent  behind  the  growth  of  personal  income 
in  the  rest  of  the  economy. 

My  bill  proposes  to  share  at  least  some  of  this  growth  in  real  income 
and  productivity  with  retired  citizens.  While  retired  workers  over 
65  do  not  currently  contribute  to  improvements  in  national  produc- 
tivity, their  past  membership  in  the  labor  force  entitles  them  to  share 
partially  in  the  strength  of  the  economy  they  helped  to  build. 

Under  H.R.  6983,  whenever  the  Consumer  Price  Index  has  climbed 
3  percent,  beneficiaries  under  title  II  would  receive  automatic  per- 
centage increases  equal  to  half  the  sum  of  the  increases  in  both  the 
Consumer  Price  Index  and  per  capita  disposable  personal  income. 

Thus,  if  the  price  index  has  risen  5  percent  and  in  the  same  period 
per  capita  disposable  personal  income  has  risen  10  percent,  benefits 
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would  be  automatically  increased  by  7.5  percent,  or  half  the  15  percent 
sum  of  both  increases,  allowing  beneficiaries  to  share  in  half  of  the 
growth  of  real  income  nationally. 

The  cost  of  such  a  plan,  reflected  in  social  security  taxes,  could  be 
met  by  expanding  the  wage  base  at  a  rate  that  would  be  significantly 
slower  than  the  growth  of  personal  income  nationally. 

Thus  social  security  taxes  as  a  percentage  of  paycheck  income  (and 
of  real  income)  would  decrease,  although  their  dollar  value  would  in- 
crease. As  compensation  for  expansion  of  the  social  security  tax  base, 
contributing  employees  would  have  the  assurance  that  their  benefit 
income  upon  retirement  would  not  only  keep  pace  with  inflation,  as 
present  benefits  do  not,  but  would  also  provide  them  with  a  share  of 
the  Nation's  real  economic  growth. 

Thus,  the  value  of  the  social  security  system  for  present  employees, 
as  well  as  for  present  recipients,  is  greatly  enhanced. 

In  considering  the  needs  of  today's  aged  citizens,  we  cannot  for  a 
moment  forget  the  interests  and  expenses  that  are  to  be  borne  by  to- 
day's contributing  employees  and  employers.  Under  the  social  se- 
curity system  as  it  now  stands,  contributing  workers  can  only  look 
forward  to  fixed-level  benefits  which  are  unresponsive  to  economic 
fluctuations  and  which  are  paid  only  on  a  "strings-attached"  basis. 

RETIREMENT  TEST  LIBERALIZATION 

I  say  that  today  social  security  benefits  are  paid  on  a  strings- attached 
basis  because,  regardless  of  the  regularity  and  amount  of  a  worker's 
contribution  of  social  security  taxes,  the  benefits  he  eventually  receives 
are  tied  to  severe  penalty  clauses  related  to  his  postretirement  income. 

Today,  a  worker  with  no  promise  of  substantial  "uneared"  or  in- 
vestment income  after  retirement  must  earn  less  than  $1,500  per  year 
in  order  to  collect  the  full  amount  of  benefits  due  him.  This  so-called 
retirement  test  has  the  effect  of  destroying  the  initiative  of  many  older 
citizens  to  the  extent  that  thousands  hold  their  earnings  to  a  poverty 
level  rather  than  risk  losing  the  social  security  payments  which  they 
paid  for  during  their  working  years. 

Other  retirement  payment  plans  based  on  contributions  during  work- 
ing years  do  not  require  their  recipients  to  remain  idle  during  the  bene- 
fit years.  If  a  person  has  worked  in  social  security  covered  employ- 
ment for  the  requisite  number  of  years,  whether  or  not  he  continues  to 
earn  after  age  65  does  not  diminish  his  contribution  to  the  system  in 
taxes. 

Yet,  under  present  law,  too  much  work  and  initiative  after  formal 
retirement  operates  to  drastically  reduce  one's  rate  of  return  in  benefits. 

Under  present  law,  persons  between  age  65  and  72  are  penalized  for 
too  much  earned  income,  while  those  over  72  are  not. 

Today,  a  recipient  of  $100  monthly  benefits  who  earns  the  maximum 
$1,500  per  year  will  have  a  total  income  of  $2,700  for  the  year.  This 
less  than  the  $3,000  plus  figure  which  is  treated  under  other  Federal 
programs  as  a  poverty-level  income. 

It  makes  no  sense  to  reduce  monthly  benefits  for  such  a  person, 
while  at  the  same  time,  retired  executives  and  investors  may  receive 
their  full  social  security  benefits  while  getting  substantial  "unearned" 
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income  from  investments  and  other  sources  not  covered  by  the  earned 
income  limitation. 

My  proposal  includes  a  plan  which  will  do  away  with  this  unfair 
penalty  on  earned  income. 

Instead,  it  will  encourage  those  presently  on  near-poverty  level  in- 
comes to  seek  opportunities  for  part-time  employment  to  better  their 
lot.  In  all  likelihood,  the  virtual  elimination  of  the  earned  income 
limitation  which  I  propose  will  lessen  the  number  of  older  citizens 
on  welfare,  which  at  the  same  time  it  will  increase  the  productivity  of 
our  economy. 

Under  my  bill,  full  benefits  would  be  paid  to  any  recipient  whose 
annual  income  from  all  sources  does  not  exceed  $580  per  month,  or 
approximately  $7,000  per  year.  The  President  has  proposed  a  rise 
in  the  earned  income  limitation  to  only  $1,620  in  effect,  prolonging 
the  present  restrictive  and  unf  air  nature  of  this  provision. 

At  a  recent  meeting  of  the  national  Republican  task  force  on  prob- 
lems of  the  aging,  on  which  I  serve,  a  substantially  higher  increase 
in  the  limitation  was  recommended. 

In  my  view,  any  income  limitation  that  is  confined  to  earned  income 
necessarily  discriminates  against  millions  of  citizens  who  cannot  look 
forward  to  retirement  years  of  total  leisure  wherein  adequate  income 
has  been  provided  for.  The  system  as  it  now  stands  not  only  stigma- 
tizes the  earning  activities  of  older  persons,  it  takes  earned  benefits 
out  of  the  pockets  of  those  who  need  them  most. 

By  allowing  a  total  income  from  all  sources  of  $7,000  per  year  be- 
fore a  reduction  in  old  age  social  security  retirement  benefits,  we  will 
insure  that  no  recipient  will  be  discouraged  or  prevented  from  improv- 
ing his  income  to  a  respectable  level  because  of  a  backward  penalty 
clause. 

For  many  older  Americans,  in  fact  a  majority,  the  sole  "investment" 
they  have  made  for  retirement  purposes  is  their  contribution  to  social 
security.  How,  logically,  can  we  erode  this  investment  as  a  penalty 
for  working,  when  we  continue  to  provide  full  benefits  to  those  who 
have  high  incomes  from  diverse  private  investments. 

Like  my  proposal  for  automatic  standard  of  living  increases,  this 
broad  liberalization  of  the  retirement  test  enhances  the  prospects  of 
social  security  returns  for  today's  young  workers.  By  adopting  this 
plan  we  will  insure  that  one's  right  to  social  security  benefits  is  neither 
penalized  by  an  inflexible  earning  restriction,  nor  continually  eroded 
by  inflation. 

EQUITY  FOR  WIDOWS 

In  addition  to  the  general  revisions  of  the  Social  Security  Act  dis- 
cussed above,  my  proposal  provides  relief  to  some  special  groups  in 
the  treatment  afforded  them  under  the  act.  One  of  these  groups  con- 
sists of  widows  over  age  62. 

At  present,  a  widow  62  or  over  is  entitled  to  receive  82.5  percent 
of  the  primary  benefit  rate  her  husband  was  entitled  to.  Needless  to 
say,  in  the  majority  of  households  where  the  husband  has  been  the 
sole  source  of  support,  the  need  for  support  income  after  his  death 
is  a  crucial  one. 

Under  my  bill,  widows  who  are  62  and  over  would  receive  100  per- 
cent of  the  primary  rate  of  the  husband's  benefit. 
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AN  ENCOURAGEMENT  TO  FARMING  AND  SMALL  BUSINESS 

Mr.  Chairman,  at  a  time  when  the  world's  need  for  agricultural 
products  is  growing  at  a  rapid  rate,  and  when  U.S.  food  surpluses  are 
dwindling,  American  farmers  are  leaving  agriculture  for  more  lucra- 
tive occupations  at  an  alarming  rate. 

Also,  each  year,  the  concentration  of  industrial  production  and  re- 
tail marketing  in  large  firms  grows,  diminishing  the  role  of  the  small 
businessman  and  other  self-employed  persons.  Despite  the  fact  that 
many  Federal  programs  are  designed  to  encourage  farming  and  self- 
employment  generally,  the  social  security  structure  holds  built-in  dis- 
advantages for  self-employed  persons. 

Under  present  law,  self-employed  persons  must  pay  150  percent  of 
the  social  security  tax  paid  by  an  employee  with  the  same  income. 
This  additional  burden  on  self-employed  farmers  and  merchants  at 
the  lower  end  of  the  income  scale  contributes  to  the  low  rate  of  return 
which  has  caused  thousands  of  these  people  to  give  up  their  own 
businesses. 

As  a  member  of  the  House  Select  Committee  on  Small  Business  I  am 
fully  aware  of  the  difficulties  encountered  by  self-employed  persons. 
My  bill  includes  a  provision  which  would  reduce  by  50  percent  the 
premium  in  social  security  taxes  paid  by  self-employed  persons  earn- 
ing between  $10,000  and  $15,000  in  self-employed  income  per  year.  It 
eliminates  the  premium  entirely  for  those  whose  self-employed  in- 
comes are  under  $10,000. 

While  $10,000  is  well  above  average  family  income  I  feel  that  it  is 
important  for  the  Federal  Government  to  encourage  expansion  of  our 
free  enterprise  system  at  all  levels.  Just  as  my  proposal  to  raise  the 
"retirement  test"  income  to  $7,000  is  well  above  subsistence  figures, 
I  do  not  believe  that  any  aspect  of  a  contribution-pension  plan  like 
social  security  should  operate  to  the  benefit  of  only  those  persons 
whose  incomes  are  below  or  near  poverty  levels. 

I  am  confident  that  by  changing  the  "premium  tax"  provision  of  the 
present  law,  we  can  markedly  contribute  to  the  encouragement  of  free 
enterprise  in  both  the  commercial  and  agricultural  segments  of  our 
economy.  Foregoing  the  premium  tax  yield  is  a  small  price  to  pay 
for  a  revision  which  reaches  out  effectively  toward  this  worthy  and 
necessary  goal. 

In  addition  to  H.R.  6983  providing  for  the  broad  changes  in  the 
social  security  system  I  have  just  discussed,  I  submitted  last  month  a 
bill  which  would  include  under  title  XVIII  of  the  Social  Security  Act, 
payment  for  prescription  drugs  needed  by  those  over  65. 

We  have  already  witnessed,  in  the  short  history  of  the  medicare 
program,  how  title  XVIII  has  encouraged  older  persons  in  need  of 
medical  care,  who  could  not  otherwise  afford  it,  to  obtain  the  required 
care  and  treatment. 

A  major  factor  deterring  these  people  from  seeking  medical  care  be- 
fore the  inception  of  the  program  was  the  high  level  of  hospital  and 
other  medical  costs,  which  at  that  time  were  out-of-pocket  costs  to 
patients.  This  same  set  of  circumstances  exists  today  with  regard  to 
the  use  by  older  persons  of  prescription  drugs.  Because  of  the  high 
costs  of  research  and  technological  advances  in  the  drug  industry,  the 
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costs  of  prescription  drugs  is  prohibitive  for  many  who  require  their 
use. 

I  finnly  believe  under  H.R.  7470  that  we  would  experience  the  same 
extension  of  drug  use  by  those  in  need  of  them  as  has  been  experienced 
with  medical  care  under  the  present  provisions  of  title  XVIII  if  my 
bill  were  to  be  adopted. 

Mr.  Chairman,  2  weeks  ago,  I  met  in  a  daylong  session  with  rep- 
resentatives of  hospitals  and  other  providers  of  care  from  my  home 
community  of  Rochester,  N.Y.  WMle  providers  have  faced  many 
administrative  problems  under  this  new  health  care  program,  in- 
volving difficulties  with  intermediaries,  with  paperwork  and  with  slow 
reimbursement  and  claims  approval  procedures,  the  overall  effect  of 
these  difficulties  has  been  a  necessity  for  drastic  reshuffling  of  hospital 
finances  and  planning  procedures. 

Almost  every  hospital  and  extended  care  facility  represented  at 
our  meeting  has  experienced  a  rapid  and  constant  erosion  of  working 
capital  as  a  result  of  the  backlog  of  medicare  payments  due  them. 
This  has  forced  many  institutions  to  divert  money  from  expansion 
and  modernization  funds  in  order  to  meet  payroll  and  other  day-to- 
day obligations. 

Many  hospitals  in  the  Rochester  area  have  been  forced  to  borrow 
money,  in  effect,  to  finance  their  participation  in  medicare  programs. 

I  recognize  that  the  Social  Security  Administration  has  taken  several 
important  steps  toward  relieving  some  of  these  burdens,  but  until  the 
whole  administrative  structure  is  carefully  reviewed  and  several  of 
the  stages  in  the  present  redtape  procedures  are  either  eliminated  or 
speeded  up  these  problems  will  persist. 

My  hope  is  that  the  whole  scope  of  the  relationship  between  the  So- 
cial Security  Administration  and  providers  of  care  be  reviewed  with 
the  easing  of  present  ills  in  mind.  As  the  primary  architect  of  the 
present  program,  I  hope  that  your  committee  will  see  fit  to  undertake 
such  a  study. 

We  cannot  afford  to  erode  the  efforts  of  hospitals  and  nursing  homes 
to  expand  their  facilities  to  meet  expanding  needs  for  medical  care, 
while  at  the  same  time,  we  create  programs  which  are  the  source  of 
much  of  the  anticipated  expansion  in  these  needs. 

Among  the  specific  points  in  the  present  program  that  should  be 
reviewed  is  the  provision  which  gives  a  payment  of  2  percent  of 
reported  operational  cost  to  providers  of  care.  This  2-percent  pay- 
ment is  designed  to  cover  actual  costs  of  providing  care,  which  are  not 
covered  in  the  regular  payment  because  of  accounting  differences  and 
other  factors.  But  according  to  many  providers,  2  percent  is  insuf- 
ficient to  serve  this  purpose. 

In  addition  to  considering  an  increase  in  this  special  payment,  I 
would  urge  the  committee  to  consider  a  reappraisal  of  present  policy, 
which  provides  a  growth-factor  payment  on  net  assets  to  hospitals 
which  are  operated  for  profit,  but  which  denies  similar  payments  to 
nonprofit  providers  of  care. 

While  I  do  not  believe  that  massive  Federal  aid  to  hospitals  for 
modernization  and  expansion  should  be  provided  through  the  medicare 
program,  I  think  that  the  program  should  provide  a  growth-factor 
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payment  keyed  to  the  amount  of  care  provided  by  an  institute  to 
medicare  patients. 

Because  the  hospital  insurance  program  is  partially  responsible  for 
the  rapid  increase  in  demand  for  health  care  services,  hospitals  should 
not  suffer  any  slackening  in  their  resources  for  expansion  because  of 
their  participation  in  the  program. 

I  want  to  thank  you,  Mr.  Chairman,  and  the  other  distinguished 
members  of  this  committee  for  giving  me  the  opportunity  to  speak  in 
support  of  my  proposals.  I  know  that  you  have  labored  many  hours 
in  open  hearings,  and  that  you  will  meet  in  many  closed  sessions  to 
weigh  and  consider  the  countless  ideas  which  have  been  aired  in  the 
past  month's  testimony  and  which  will  be  aired  in  the  future. 

Knowing  of  your  proven  expertness  in  the  field  of  social  security  and 
health  insurance,  I  am  confident  that  any  bill  you  report  will  contain 
provisions  in  the  best  interests  of  both  the  20  million  older  Americans 
and  the  population  as  a  whole. 

The  Chairman.  Mr.  Horton,  we  thank  you,  sir,  for  coming  to  the 
committee  to  discuss  your  views.    We  appreciate  your  doing  so. 

Any  questions  ? 

Thank  you,  sir. 

Mr.  Horton.  Thank  you. 

The  Chairman.  Our  next  witness  is  Mr.  William  E.  MacDougall 
and  Mr.  C.  D.  Ward.  Mr.  MacDougall,  if  you  are  to  make  the  state- 
ment we  would  appreciate  your  identifying  yourself  and  you  may  also 
identify  those  at  the  table  with  you  and  we  will  recognize  you. 

STATEMENT  OF  WILLIAM  R.  MacDOTJGALL,  SECRETARY,  COMMIT- 
TEE ON  WELFARE,  NATIONAL  ASSOCIATION  OF  COUNTIES;  AC- 
COMPANIED BY  C.  D.  WARD,  GENERAL  COUNSEL,  AND  A.  J.  MOSS, 
COMMISSIONER,  ARKANSAS  STATE  DEPARTMENT  OF  PUBLIC 
WELFARE 

Mr.  MacDougall.  Yes.  Mr.  Chairman  and  members  of  the  com- 
mittee, my  name  is  William  E.  MacDougall  and  I  am  secretary  of  the 
National  Association  of  Counties  Committee  on  Welfare,  and  general 
counsel  of  the  County  Supervisors  Association  of  California. 

I  am  appearing  here  today  on  behalf  of  the  junior  paying  partner 
in  our  Nation's  welfare  program — county  government. 

Here  in  Washington,  in  December  of  1966,  the  National  Association 
of  Counties  held  its  first  national  conference  devoted  exclusively  to 
the  subject  of  welfare.  This  conference's  purposes  was  to  consider 
our  Nation's  welfare  efforts  and  their  relationship  to  the  overall  prob- 
lem of  poverty. 

Two  basic  concepts  clearly  emerged  from  the  conference. 

One  was  the  restatement  of  our  basic  philosophy  as  to  county  gov- 
ernment's welfare  role — which  reads  as  follows : 

The  National  Association  of  Counties  believes  the  responsibility  of  alleviating 
and  eliminating  poverty  is  a  principal  function  of  county  government,  and  there- 
fore urges  the  respective  states  to  provide  counties  with  broad  legal  powers  to 
accomplish  such  objectives. 

Additionally,  we  urge  the  respective  states  and  the  Federal  Government  to 
participate  financially  in  these  programs,  but  urge  that  any  accompanying  state 
and  federal  regulation  be  such  as  to  maintain  the  maximum  degree  of  initiative 
and  responsibility  at  the  local  level. 


1780  SOCIAL  SECURITY  AMENDMENTS  OF   19  67 

The  second  concept  was  not  formally  incorporated  in  any  written 
statement.  However,  it  was  time  and  time  again  articulated  in  a  va- 
riety of  ways  and  in  relationship  to  an  array  of  related  topics. 

In  essence,  it  was  this — notwithstanding  county  government's  de- 
sire to  retain  and  to  increase  its  role  in  our  Nation's  welfare  efforts, 
this  will  be  difficult,  if  not  impossible,  unless  the  Federal  Govern- 
ment initiates  a  more  flexible  general  policy  with  respect  to  local  wel- 
fare administration. 

Local  elected  officials  have  neither  the  desire,  nor  is  it  feasible,  to 
have  the  responsibility  for  a  program  in  which  they  have  virtually 
no  authority.  Increased  flexibility  at  the  county  level  will  require 
Federal  administration  and  legislative  action. 

We  approve  of  two  of  the  most  important  public  assistance  require- 
ments in  H.K.  5710.  The  first  is  the  requirement  that  some  retention 
of  earnings  of  recipients  of  public  welfare  be  required.  This  is  now 
optional  with  the  States  and  with  the  counties.  We  believe  that  the 
proposal  that  this  be  made  mandatory  is  a  good  one. 

And,  second,  we  are  in  concurrence,  and  this  is  a  great  step  for 
county  government,  gentlemen,  with  the  proposal  that  aid  to  unem- 
ployed parents  in  the  child  aid  program  be  made  a  permanent  feature 
of  our  welfare  system. 

On  the  other  hand,  we  do  concur  with  the  provision  of  the  bill 
which,  while  it  makes  this  provision  permanent,  nevertheless  keeps  it 
optional  as  to  its  adoption  by  each  State. 

We  feel  that  the  merits  of  this  program,  and  they  are  there,  will  sell 
the  program  to  the  States  without  the  necessity  of  imposing  it  on  a 
State  government  and  a  county  administration  where  the  philosophy 
currently  does  not  believe  in  that  extension. 

Now,  I  have  included  at  the  conclusion  of  my  statement  the  recom- 
mendations of  this  National  Welfare  Conference,  as  well  as  the  recom- 
mendations adopted  at  our  very  recent  National  Legislative  Confer- 
ence. 

Where  germane,  we  have  correlated  our  recommendations  with 
specific  sections  of  H.E.  5710.  In  view  of  our  time  limitation,  we 
have  selected  certain  recommendations  to  discuss  in  greater  detail 
because  of  their  high  priority  in  county  thinking. 

I  feel  it  is  important  to  bear  in  mind  that  welfare,  nationally  speak- 
ing, is  county  government's  largest  budgetary  item  and  accordingly 
one  of  its  principal  responsibilities.  Thus,  you  can  understand  our 
abiding  concern  that  our  views  be  given  the  maximum  possible  con- 
sideration. 

THE  FOSTER  CHILD 

I  want  to  talk  a  little  bit  about  the  foster  child,  those  children  whom 
we  have  described  over  the  last  10  years  as  Uncle  Sam's  forgotten 
children. 

There  still  exists  in  our  Federal  welfare  program,  one  of  the  last 
known  and  least  justifiable  omissions  one  might  imagine.  That  omis- 
sion is  the  Federal  Government's  failure  to  make  available  anything 
other  than  token  assistance  to  that  pitiful  group  of  needy  children 
who,  for  reasons  beyond  their  control,  have  neither  a  mother  or  a  fath- 
er or  any  relative  of  the  required  consanguinity  with  whom  they  may 
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reside,  in  order  to  meet  the  Federal  eligibility  requirements  for  as- 
sistance. 

These  are  the  foster  children.  The  seriousness  of  this  omission,  in 
the  view  of  our  association,  is  of  such  magnitude  that  our  National 
Welfare  Conference,  determined  that  the  attainment  of  Federal  as- 
sistance for  foster  care  programs  must  be  our  top  priority  legislative 
objective.    It  is  now  so  designated. 

Although  the  Federal  Government  has  long  recognized  that  it  must 
bear  a  part  of  the  responsibility  for  the  welfare  of  our  needy  depend- 
ent children,  it  has,  through  an  arbitary  distinction  in  the  law,  for 
all  practical  purposes,  ignored  the  plight  of  the  foster  child.  The 
only  exception  of  note  is  one  grudging  provision  of  the  aid  to  family 
of  dependent  children's  program,  which  does  provide  assistance  to  a 
foster  child  who  is  placed  in  a  foster  home  by  a  court  order,  but  only 
if  the  child  was  receiving  AFCD  aid  in  and  for  the  month  court  action 
Avas  initiated. 

The  rationale  of  this  distinction  has  always  escaped  us.  It  still 
does.  But  this  provision  did  provide  assistance  to  approximately 
5,780  foster  children,  as  of  June  1965.  However,  it  is  our  understand- 
ing that  there  are  currently  300,000  children  in  approved  foster  homes 
and  institutions  recognized  by  the  States  for  public  aid  purposes. 

In  1962,  President  Kennedy  successfully  recommended  to  Congress 
that  the  aid  to  dependent  children  program — currently  entitled  "Aid 
to  Families  With  Dependent  Children" — be  amended  to  include  the 
needy  children  of  the  unemployed. 

He  states : 

Under  the  aid  to  dependent  children  program,  needy  children  are  eligible  for 
assistance  if  their  fathers  are  deceased,  disabled  or  family  deserters.  In  logic 
and  humanity,  a  child  should  also  be  eligible  for  assistance  if  his  father  is  a 
needy,  unemployed  worker. 

We  have  agreed — and  hundreds  of  counties  have  broadened  their 
child  aid  programs  accordingly,  under  their  own  State  legislation. 

NACO  contends  that  this  same  logic  and  humanity  is  a  compelling 
force  to  include  children  in  foster  homes.  For  reasons  beyond  their 
control,  they  have  neither  mother,  father,  nor  even  a  relative  of  the 
required  consanguinity  with  whom  they  may  reside  in  order  to  meet 
the  Federal  requirements. 

It  is  our  view  that  if  we  must  limit  our  welfare  efforts,  the  last 
place  we  should  do  so  is  with  respect  to  children,  especially  needv  ones 
who  have  the  added  handicap  inherent  in  foster  children.  It  is  for 
these  reasons  we  urge  that  the  provisions  of  Representative  Cecil 
King's  bill  H.R.  3969,  and  those  of  Representative  Thomas  Curtis' 
proposed  bill  on  foster  children,  be  included  in  the  Social  Security 
Amendments  of  1967.  We  are  gratified  that  identical  legislation  to 
H.R.  3969  has  also  been  introduced  by  Representative  Utt  and  Repre- 
sentative Fulton  of  Tennessee. 

This  legislation  would  not  a  Federal  substitute  for  State  and  local 
funds,  rather  it  would  supplement  the  State  and  local  efforts  by  pro- 
viding that  each  State  may  receive  a  Federal  grant  on  a  50-percent 
matching  basis,  for  each  child  living  under  foster  care,  in  a  foster 
family  home  or  child  care  institution  up  to  $45  a  month. 

In  essence,  this  proposal  will  in  thousands  of  cases  make  the  differ- 
ence in  providing  proper  and  wholesome  foster  family  homes,  where 
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such  are  not  now  available,  due  to  the  financial  inability  of  many 
couples  qualified  and  desiring  to  care  for  a  foster  child.  Because  of 
low  foster  payments  they  are  now  unable  to  do  so. 

Secondly,  it  will  increase  the  financial  assistance  to  our  foster  child 
care  institutions,  thereby  improving  their  ability  to  provide  an  en- 
vironment offering  the  foster  children  a  better  opportunity  of  making 
the  difficult  adjustment  to  the  circumstances  with  which  they  are  con- 
fronted. 

Lastly,  it  will  provide  aid  for  professional  services,  and  for  the 
training  of  appropriate  personnel  necessary  to  deal  with  the  problem 
of  our  foster  care  programs. 

This  is  not  a  significant  percentage,  I  would  like  to  interject,  of  the 
child  aid  program.  We  have  counted  these  children  in  my  home  State 
of  California  because  we  are  taking  care  of  them  now.  There  are  24,- 
000  of  them  now  as  against  a  total  number  of  persons  in  all  child  aid 
programs  of  750,000,  so  what  we  are  talking  about,  Mr.  Chairman,  is 
roughly  3  to  4  percent  of  the  number  of  needy  children.  The  other 
96  to  97  percent  are  now  recognized  by  Federal  law.  - 

It  is  important  to  point  out  that  we  are  all  in  full  agreement  that, 
if  possible,  a  child  should  be  in  his  natural  home — and  every  effort 
should  be  made  to  keep  him  there  if  such  is  in  his  best  interest.  The 
fact  remains  that  there  are  thousands  of  cases  where  it  is  either  im- 
possible or  undesirable  for  a  child  to  remain  in  his  natural  home  and 
there  is  no  alternative  other  than  a  foster  home.  Surely,  that  child 
deserves  the  same  Federal  consideration  as  any  other. 

A  consideration  of  foster  children  also  raises  the  whole  question  of 
child  welfare  services.  Eepresentative  Burke's  legislation,  H.R.  1977, 
would  provide  Federal  participation  in  the  cost  of  child  welfare  serv- 
ices and  personnel,  a  proposal  which  we  also  endorse  and  urge  your 
favorable  consideration  of. 

It  is  our  understanding  that  the  Child  Welfare  League  of  America 
anticipates  in  their  forthcoming  testimony  before  this  committee  a 
more  detailed  discussion  of  the  need  and  desirability  for  Federal  funds 
for  child  welfare  services  and  personnel. 

We  should  like  to  identify  the  National  Association  of  Counties  with 
their  remarks  on  this  matter. 

19  62  SERVICE  AMENDMENTS 

Now  on  another  subject,  the  1962  service  amendments.  As  you 
know,  in  1962,  the  Social  Security  Act  was  amended  to  provide  75 
percent  Federal  matching  funds  for  administrative  welfare  "services" 
designed  to  reduce  or  prevent  dependency,  obtain  or  retain  capability 
for  self-support  and  self-care  and  to  strengthen  and  maintain  a 
family  life. 

States  and  local  agencies  which  can  demonstrate  that  they  are  mak- 
ing a  reasonable  effort  to  provide  such  services  as  prescribed  by  the 
Secretary  of  the  Department  of  Health,  Education,  and  Welfare  are 
eligible  for  the  75  percent  matching  funds. 

The  regulations  promulgated  by  the  Secretary  to  carry  out  the  pro- 
visions, require  that  they  must  be  fully  implemented  by  July  1,  1967. 
in  order  for  the  States  to  continue  to  receive  the  75-percent  matching; 
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otherwise  the  Federal  share  will  revert  to  the  standard  contribution 
for  administrative  costs  of  50  percent. 

We  are  deeply  concerned  that  many  States  and  the  counties  will 
not  be  able  to  meet  that  deadline ;  a  fact  we  would  urge  the  committee 
to  ascertain.  I  know  that  in  my  State  of  California  we  will  not  be 
able  to  do  so. 

One  of  the  principal  requirements  we  will  be  unable  to  meet  is  the 
one  related  to  required  staffing  patterns.  As  this  committee  can  ap- 
preciate, our  efforts  are  seriously  complicated  by  the  shortage  of 
trained  personnel. 

It  is  our  recommendation  that  this  J uly  1, 1967,  requirement  be  modi- 
fied by  providing  that  no  State  would  lose  funds  currently  provided  by 
a  75 -percent  matching  Federal  grant  for  administrative  costs  where 
it  is  making  a  reasonable  effort  at  implementing  the  regulation. 

Such  provision  would  still  provide  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  with  the  discretion  of  determining  whether  the 
State  was  making  a  reasonable  effort  or  whether  the  State  and  its 
counties  are  "dragging  their  feet." 

It  would  also  enable  the  Secretary  to  maintain  a  constant  surveil- 
lance of  the  situation,  inasmuch  as  what  might  be  reasonable  in  July 
1967  might  not  be  in  July  1969,  when  adequate  welfare  personnel  just 
might  be  available  to  fill  all  the  staffing  criteria  requirements  of  the 
Secretary's  present  regulations.  Specifically,  Ave  recommend  that  the 
pertinent  provisions  of  Representative  Cecil  King's  H.R.  7288  be 
amended  into  H.R.  5710. 

STAFFING  REQUIREMENT 

Further,  on  staffing  requirement,  the  National  Association  of  Coun- 
ties is  also  earnestly  seeking  certain  administrative  actions  which  it 
believes  would  make  the  services  requirements  more  workable  and 
more  effective.  One  of  the  Secretary's  regulations  states  that  on  July 
1,  1967,  the  ratio  of  caseworkers  to  caseloads  must  be  1  to  60  for  all 
service  cases. 

It  is  our  recommendation  here  that  an  "averaging,  principle"  be  per- 
mitted. This  principle  is  simple.  In  its  broad  context  it  simply  per- 
mits the  public  welfare  agency  to  adjust  its  caseloads  among  its  em- 
ployees according  to  the  difficulties  presented  in  each  individual  case 
and  according  to  the  ability  of  the  employee. 

Employees  differ.  Welfare  cases  differ.  Some  social  workers  have 
more  talents  than  others.  Some  welfare  cases  are  extremely  vexatious, 
requiring  the  skills  of  only  the  most  talented  if  progress  is  to  occur. 

Thus,  the  "averaging  principle"  merely  says  that  an  agency  must 
have  so  many  social  workers  for  the  total  size  of  its  caseload.  It  makes 
no  attempt  to  tell  the  agency  how  many  cases  each  social  worker  shall 
handle,  although  we  recognize  that  an  average  of  55  cases  per  worker 
and  a  maximum  of  75  per  worker  are  reasonable  limits  which  should 
not  be  exceeded. 

The  averaging  principle  thus  lets  the  welfare  administrator  decide 
how  he  will  deploy  his  social  workers  amidst  the  caseload.  A  good, 
experienced  worker  might  service  as  little  as  30  cases  per  month  if 
they  are  of  a  difficult  nature.  A  less  experienced  worker  might  handle 
70  cases,  if  they  are  not  so  fraught  with  problems. 
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The  averaging  principle  merely  allows  welfare  administrators  to 
equalize  their  real  workloads  and  bring  more  casework  skills  to  the 
recipients  that  need  them  most.  This  is  the  only  way  to  accomplish 
the  true  objectives  of  the  Social  Service  Amendments — by  giving 
real  and  concentrated  attention  to  those  needy  who  require  it.  The 
committee's  interest  in  this  situation  would  unquestionably  be  of  im- 
measurable assistance  in  accomplishing  this  administrative  change. 

FEDERAL  STANDARD  OF  "NEED" 

Now,  Mr.  Chairman,  for  a  very  significant  portion  of  the  bill  with 
which  county  government  is  not  and  cannot  be  in  agreement,  the  Fed- 
eral standard  of  "need." 

One  of  the  most  significant  portions  of  the  President's  welfare 
bill,  H.E.  5710,  would  have  Congress  establish  a  minimum  standard 
of  public  assistance  payments  according  to  each  State's  definition  of 
"need." 

If  this  measure  were  adopted,  every  State  would  be  required  to  pay 
100  percent  of  its  own  definition  of  "need"  to  welfare  recipients  be- 
fore July  1, 1969.  In  the  interim,  no  State  would  be  permitted  to  pay 
a  lower  standard  than  it  had  in  1966,  at  the  risk  of  forfeiting  all 
Federal  funds. 

Thus,  the  Federal  Government  would  establish  a  floor  under  which 
no  State  could  go  in  its  cash  grants  to  public  assistance  recipients.  An 
appropriation  of  only  $60  million  accompanies  this  major  proposal, 
to  be  used  by  those  States  with  real  financial  "hardships."  Presum- 
ably, no  additional  Federal  funds  would  be  available  for  the  "richer" 
States  who  would  nevertheless  be  bound  by  the  same  provisions. 

We  do  not  dispute  the  fact  that  the  goal  of  meeting  a  public  assist- 
ance recipient's  full  needs  is  laudable.  Neither  do  we  contest  the 
statement  of  the  Federal  Advisory  Council  on  Public  Welfare,  in  its 
discussion  of  this  issue,  that  recipients  "are  not  dependent  through 
choice,  but  are  victims  of  economic,  social,  or  health  circumstances 
beyond  their  control  *  *  *."  We  cannot  be  accused  of  favoring  low 
grants  as  a  means  of  punishing  the  unfortunate. 

What  is  in  dispute  is  the  method  by  which  the  welfare  system — 
Federal,  State,  and  county — can  best  provide  for  the  needy. 

In  California,  for  example,  one  of  the  alleged  rich  States,  only  one 
program  in  which  the  Federal  Government  shares — the  aid  to  fam- 
ilies with  dependent  children  program — falls  below  the  State's  def- 
inition of  full  "need."  Our  blind,  aged,  and  disabled  programs  meet 
the  definition  of  need. 

But  I  must  emphasize  that  this  is  not  the  case  in  most  other  States. 
Indeed,  31  States  pay  below  their  standard  and  eight  pay  less  than 
half.  And  it  is  this  regrettable  situation  that  concerns  you,  just  as  it 
concerns  every  State  and  county  official  who  has  the  awesome  respon- 
sibility for  establishing  public  assistance  standards. 

If  unlimited  funds  were  available,  I  might  not  be  here  before  you 
today  on  this  issue,  although  I  do  have  some  reservations  about  the 
advisability  of  the  Federal  Government  moving  into  as  traditional  a 
function  of  State  government  as  that  of  establishing  welfare  grant 
standards. 
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But,  regrettably,  money  is  our  problem  in  this  issue,  just  as  it  is  in 
every  issue  with  which  you  gentlemen  of  this  committee  must  deal. 

If  I  may  be  permitted  to  refer  again  to  California's  statistics :  For 
the  one  category  which  does  not  presently  meet  the  State's  definition 
of  need,  it  is  estimated  that  it  would  take  an  additional  annual  $33.2 
million  to  meet  full  need. 

As  presently  phrased,  H.E.  5710  would  provide  little  or  no  in- 
creased Federal  sharing  to  meet  this  extra  financial  burden. 

Thus,  the  counties  and  State  of  California  would  be  forced  to  meet 
an  additional  cost  of  $33.2  million,  and  that  is  an  amount  which  can 
only  grow  between  now  and  1969  and  for  each  year  after  that. 

Indeed,  in  1968,  if  present  trends  continue,  our  State  department 
of  social  welfare  has  estimated  that  10  percent  of  all  children  under 
18  years  of  age  in  California  will  be  eligible  to  receive  AFDC 
payments. 

An  insistence  upon  a  Federal  standard  of  grant  payments  could 
have  the  adverse  effect  upon  California  by  forcing  the  State  to  equalize 
its  standard  of  aid  so  that  all  cases  would  get  the  same  treatment,  but 
all  would  generally  receive  less  money  than  they  now  receive. 

In  other  words,  it  is  possible  for  the  State  of  California  to  con- 
sider an  assistance  standard  that  is  well  within  its  maximum  pay- 
ment base  that  would  equitably  apply  to  all  persons  but  will  allow 
less  money  for  a  vast  number  of  cases.  This  adverse  effect  is  cer- 
tainly not  the  intent  of  the  measure  before  you,  but  financial  neces- 
sity could  easily  force  any  State  to  resort  to  such  a  practice. 

It  is  the  National  Association  of  Counties  firm  belief  that  any 
Federal  requirements  in  this  area  should  be  accompanied  by  corre- 
sponding Federal  financing  of  the  additional  costs.  As  the  Advisory 
Council  on  Public  Welfare  so  correctly  observed : 

.  .  .  strong  federal  leadership,  combined  with  greater  federal  financial  respon- 
sibility, are  absolutely  essential  to  bringing  substandard  public  assistance  pay- 
ments up  to  a  proper  and  decent  level. 

WELFARE  ABUSES 

From  the  standpoint  of  the  elected  comity  official,  one  of  the  most 
difficult  problems  confronting  the  administration  of  our  welfare  pro- 
grams is  the  inability  to  adequately  control  the  problems  arising  from 
those  welfare  recipients  who  are  unable  to  properly  manage  their 
financial  affairs.  This  situation  seriously  jeopardizes  the  local  elected 
official's  efforts  to  secure  the  needed  local  public  support  for  an  ade- 
quately financed  program,  not  to  mention  the  more  important  aspect 
of  thwarting  the  intent  and  purposes  of  its  program. 

This  problem  was  recognized  in  the  1962  amendments  to  the  Social 
Security  Act,  by  the  enactment  of  what  is  referred  to  as  third  party 
protective  payments. 

Although  this  provision  has  now  been  in  existence  for  almost  5 
years,  it  has  proven  to  be  ineffective  in  handling  the  problem.  Ac- 
cording to  our  latest  information,  only  five  jurisdictions  have  seen 
fit  to  implement  the  provisions — and  even  in  those  five  jurisdictions 
the  situation  appears  to  be  not  very  satisfactory. 

We  feel  that  it  is  vital  that  some  new  mechanism  be  provided  in 
order  to  allow  a  greater  local  flexibility  in  money  management  of  wel- 
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fare  payments.  It  is  equally  important  to  stress  that  our  purpose  is 
not  to  jeopardize  the  basic  concept  of  unrestricted  cash  payments. 

Rather  it  is  to  correct  those  abuses  that,  in  effect,  are  greatly  dam- 
aging the  entire  welfare  program.  We,  therefore,  propose  that  the 
law  be  amended  to  permit  that,  in  addition  to  third  party  protective 
payments,  local  welfare  administering  agencies  may  use  direct  pay- 
ments or  vendor  payments  or  a  combination  of  all  three  approaches. 

We  feel  sufficient  requirements  could  be  built  into  a  vendor  or  di- 
rect payment  program  to  adequately  prevent  unwarranted  or  unde- 
sirable use  of  this  method.  Such  restrictions  could  be  similar  to  those 
currently  used  to  qualify  for  the  third  party  protective  payment,  a 
principle  already  adopted  by  this  committee. 

Specifically,  here  we  recommend  too  that  the  pertinent  provisions 
of  Mr.  King's  H.R.  7288  be  amended  into  H.R.  5710. 

WELFARE  ADVISORY  COUNCIL 

Briefly  a  word  on  welfare  advisory  council.  We  note  with  inter- 
est the  proposal  incorporated  in  section  225  to  create  an  advisory 
council  to  the  Secretary  for  the  administration  of  medical  assist- 
ance. This  council  would  join  a  host  of  others  which,  in  our  view, 
serve  a  valid  and  useful  purpose.  The  desirability  of  this  advisory 
technique  has  been  recognized  many  times  by  the  committee  and  by 
the  Congress. 

However,  in  the  one  big  area  within  the  Department  of  Health, 
Education,  and  Welfare  by  which  county  government  is  so  greatly 
affected — public  assistance — there  is  now  no  such  advisory  body 
composed  substantially  of  State  and  county  government  officials.  We 
urge  the  creation  of  such  a  council.  The  same  recommendation  was 
made  by  the  Advisory  Commission  on  Intergovernmental  Relations 
following  their  detailed  study  of  our  Nation's  public  assistance  pro- 
grams. 

DEPRECIATION  ALLOWANCE  FOR  THE  PURPOSES  OF  DETERMINING 
REASONABLE  COST 

This  proposal,  directed  toward  assuring  that  funds  provided  in 
medicare  payments  for  depreciation  will  be  used  to  obtain  their  maxi- 
mum efficiency,  needs  to  take  greater  cognizance  of  another  important 
development  in  the  field  of  medical  facility  planning.  I  am  speaking 
of  the  Comprehensive  Health  Planning  Act  of  1966. 

This  law  provides  funds  for  both  State  and  local  comprehensive 
health  planning.  Where  a  local  health  planning  agency  is  estab- 
lished to  perform  comprehensive  planning,  we  strongly  feel  it  would 
be  in  a  far  better  position  to  determine  the  conditions  under  which  a 
local  hospital  should  spend  its  depreciation  funds  rather  than  a  State 
planning  agency.    We  urge  that  the  act  be  amended  accordingly. 

We  intend  to  seek  additional  methods  of  assuring  that  health  funds 
are  spent  in  a  manner  to  realize  their  greatest  benefits  by  an  enact- 
ment of  legislation  which  would  require  local  health  planning  bodies 
to  be  appointed  by  or  be  responsible  to  the  elected  officials  of  the  par- 
ticipating local  government. 
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Only  in  this  way  will  we  be  able  to  effectively  coordinate  our  health 
planning  with  the  myriad  of  other  local  government  activities  having 
a  direct  and  indirect  effect  upon  a  local  health  program. 

I  very  much  appreciate  being  here  today  and  will  be  pleased  to  try 
to  answer  any  questions  you  may  have. 

Let  me  assure  you  that  the  Nation's  counties  engaged  in  administer- 
ing public  welfare  programs  for  the  Federal  and  State  governments 
do  realize  the  gravity  of  their  task  and  its  awesome  responsibilities. 

We  pledge  you  a  continuation  of  efficient,  economical,  responsive, 
close-to-home  administration  of  these  vital  human  programs. 

(The  information  referred  to  follows :) 

National  Association  of  Counties — Additional  Recommendations  Relating 
to  H.R.  5710,  the  Social  Security  Amendments  of  1967 

H.R.   5710    (TITLE  II,  PART  1,  SEC.  201) — EARNINGS  EXEMPTIONS  OF  PUBLIC 
ASSISTANCE  RECIPIENTS 

NACO  recommendation 

Payment  formulas  be  enacted  which  will  permit  those  on  public  assistance 
to  keep  some  part  of  what  they  earn  without  loss  of  payments.  A  carefully  con- 
structed sliding  scale  of  earned  income  exemptions  would  create  a  greater  incen- 
tive to  work. 

H.R.  5710    (TITLE  II,  PART  1,  SEC.  202) — REQUIREMENT  FOR  MEETING  FULL  NEED 

NACO  recommendation 

Although  the  attainment  of  aid  payments  meetings  in  full  the  standards  of 
need  set  previously  by  each  state  is  a  laudable  goal,  neither  counties  nor  states 
can  afford  the  vast  financial  outlay  entailed.  Any  federal  requirements  in  this 
area  should  therefore  be  accompanied  by  corresponding  federal  financing  of  the 
additional  costs. 

H.R.  5710   (TITLE  II,  PART  1,  SEC.  204) — FEDERAL  ASSISTANCE  IN  MEETING  THE  COSTS 
OF  COMMUNITY  WORK  AND  TRAINING 

NACO  recommendation 

Congress  should  make  permanent  the  unemployed  parent  and  community  work 
training  program  associated  with  aid  to  families  with  dependent  children 
(AFDC).  This  would  help  make  welfare  recipients  self-supporting  and  in  the 
long  run  reduce  welfare  costs. 

The  National  Association  of  Counties  suggests  that  legislation  which  provides 
federal  participation  in  cost  of  community  work  and  training  programs  designed 
to  conserve  and  develop  work  skills  of  the  unemployed  parent  receiving  AFDC 
should  be  improved  and  made  permanent  and  that  the  federal  government  share 
in  all  staff,  training,  and  maintenance  costs  of  such  programs. 

H.R.   5710    (TITLE  IV,   SEC.   401) — SOCIAL  WORK  MANPOWER  AND  TRAINING 

NACO  recommendation 

Whereas  the  present  federal  and  state  classification  and  qualification  staffing 
requirements  for  welfare  and  social  workers  often  result  in  the  wasteful  appli- 
cation of  professional  talent  to  sub-professional  tasks  and  often  precludes  the 
employment  of  competent  persons  to  perform  many  welfare  tasks,  the  National 
Association  of  Counties  urges  and  recommends  that  the  Federal  government 
foster  and  encourage  the  states  to>  experiment  in  the  use  of  sub-professional 
classifications. 

Whereas  it  is  difficult  to  obtain  necessary  caseworkers  under  the  present  man- 
dated classifications  and  qualifications,  we  recommend  in  the  interest  of  home 
rule  and  greater  efficiency  that  the  fixing  of  such  classification  and  qualifications 
be  vested  in  the  local  unit  of  government  administering  such  relief,  consistent 
with  Civil  Service  as  established  in  each  state. 
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H.R.  5710   (TITLE  II,  PART  1,  SEC.  208) — AID  TO  NEEDY  FAMILIES  WITH  UNEMPLOYED 

PARENT 

NACO  recommendation 

The  National  Association  of  Counties  urges  that  Federal  aid  to  needy  families 
with  an  unemployed  parent  he  made  a  permanent  part  of  the  aid  to  families  with 
dependent  children  program. 

SINGLE  PUBLIC  ASSISTANCE  CATEGORY 

NACO  recommendation 

The  National  Association  of  Counties  urges  the  creation  of  a  new  Federal 
category  of  Public  Assistance  based  upon  the  single  criterion  of  need  and  with 
a  single  formula  for  federal  financial  assistance.  Conversion  of  this  new  cate- 
gory would  be  optional,  therefore  permitting  those  states  who  desired  to  continue 
under  the  existing  categories. 

The  Chairman.  We  thank  you  very  much,  Mr.  MaeDougall.  We 
appreciate  your  having  with  you  Mr.  Ward  and  I  note  at  the  table  you 
have  with  you  my  good  friend  Mr.  A.  J,  Moss,  who  is  commissioner 
of  the  Arkansas  State  Department  of  Public  Welfare.  Mr.  Moss  is 
the  next  witness  and  it  might  expedite  matters  if  we  heard  him  now 
and  then  interrogated  all  three  of  you. 

Is  that  agreeable  to  you  ? 

Mr.  Moss.  Yes,  indeed. 

The  Chairman.  Is  there  any  objection  to  that  procedure? 

If  not,  then,  Mr.  A.  J.  Moss,  of  Little  Kock,  Ark.,  the  commissioner 
of  the  Arkansas  State  Department  of  Public  Welfare,  who  served 
in  that  capacity  for  some  time  and  who  was  reappointed  to  the  posi- 
tion by  our  present  Governor,  but  saw  fit  to  announce  his  retirement 
recently  from  this  position  to  accept  a  position  in  Little  Rock  as  State 
director  of  the  Federal  Housing  Administration,  a  job  which  you  will 
take  sometime  during  the  month  of  April,  I  understand. 

Mr.  Moss.  Yes,  sir. 

The  Chairman.  We  are  pleased  to  have  you  with  us  and  you  are 
recognized,  sir. 

STATEMENT  OF  A.  J.  MOSS,  COMMISSIONER,  ARKANSAS  STATE 
DEPARTMENT  OF  PUBLIC  WELFARE 

Mr.  Moss.  Thank  you,  Mr.  Chairman  and  members  of  the  com- 
mittee. As  the  chairman  stated,  I  am  the  commissioner  of  public 
welfare  in  Arkansas  and  have  been,  off  and  on,  for  17  years.  I  am 
pleased  to  have  the  opportunity  to  appear  before  you  today.  Our 
views  on  H.R.  5710  are  very  favorable  indeed  since  the  provisions  of 
this  bill  represent  great  strides  in  alleviating  poverty  and  in  improv- 
ing the  social  and  economic  status  of  individuals  in  the  area  of  greatest 
need  in  Arkansas. 

We  are  heartily  in  favor  of  and  endorse  the  average  social  security 
benefit  increase  of  beneficiaries  nowT  on  the  rolls,  and  concur  in  the 
belief  that  the  minimum  benefits  should  be  at  least  $7 0  per  month. 

This  additional  $4  billion  which  wTould  be  paid  during  the  first  12 
months  of  operation  wTould  not,  in  our  opinion,  tend  to  create  any 
inflationary  tendency  because  of  the  nature  of  the  individuals  to  whom 
the  money  is  being  distributed. 

On  the  contrary,  it  would  tend  to  stabilize  and  assure  more  security 
among  the  low-income  group  in  Arkansas. 
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We  also  heartily  endorse  the  special  minimum  benefit  of  $100  for 
workers  with  at  least  25  years  of  coverage  under  social  security,  with 
the  special  minimum  benefit  which  would  benefit  some  100,000  persons 
throughout  the  United  States. 

We  believe  that  the  increase  from  $1,500  to  $1,680  in  the  amount  of 
annual  earnings  beneficiaries  under  age  72  can  have  without  having 
benefits  withheld  and  an  increase  from  $125  to  $140  in  the  amount  of 
monthly  earnings  a  person  can  have  and  still  get  a  benefit  would 
encourage  those  persons  who  are  able  to  work  to  do  so. 

We  especially  endorse  monthly  cash  benefits  for  the  disabled  widow 
of  an  insured  worker  who  becomes  disabled  within  7  years  of  the  work- 
er's death  or  within  7  years  after  termination  of  her  entitlement  to 
benefits  as  a  mother,  because  this  has  been  a  forgotten  group  and 
approximately  70,000  widows  who  would  benefit  and  the  $75  million 
which  they  would  receive  in  the  first  12  months  would  be  a  major  step 
toward  meeting  their  needs. 

We  are  favorably  inclined  toward  the  health  insurance  benefit 
provision. 

The  provision  for  transfers  of  credit  for  Federal  employment  of 
workers  whose  Federal  service  is  subject  to  civil  service  or  Foreign 
Service  retirement  under  certain  conditions  will  be  definitely  helpful. 

We  strongly  favor  the  present  coverage  requirements  for  agricul- 
tural workers  contained  in  the  new  bill,  since  48  percent  of  our  popu- 
lation continues  to  live  on  farms  and  do  obtain  their  livelihood  from 
farm  operation  and  employment. 

We  view  with  favor  the  new  part  C  which  would  be  created  under 
title  XVIII  of  the  Social  Security  Act,  since  it  offers  broader  and 
more  complete  coverage  of  those  persons  who  need  medical  care. 

We  believe  that  it  is  nothing  but  fair  to  require  reimbursement  for 
reasonable  costs  under  medicare  as  coordinated  with  our  present 
medical  care  program  carried  on  in  the  State. 

The  elimination  of  redtape  which  the  Federal  Government  is  so 
often  accused  of  injecting  into  legislation  in  not  requiring  physicians' 
certificates  of  medical  necessity  for  short  stays  in  the  hospital  is  to  be 
commended. 

We  favor — but  with  less  enthusiasm — medicare  payments  to  Federal 
facilities  to  which  medicare  beneficiaries  are  admitted. 

Since  podiatrists'  services  were  omitted  prior  to  this  time,  this 
should  be  included. 

The  increase  from  $35  to  $50  and  from  $50  to  $75  to  a  couple  in  the 
special  payments  that  were  provided  under  the  1965  amendments,  and 
the  Tax  Adjustment  Act  of  1966  for  certain  people  aged  72  and  over 
who  cannot  meet  the  regular  work  requirements  of  the  program  is  cer- 
tainly to  be  highly  desired,  and  the  increase  in  payments  to  this  group, 
which  you  have  estimated  at  about  $240  million  during  the  first  12 
months,  would  make  a  noticeable  dent  in  the  needs  estimate  in  the  area 
occupied  by  these  particular  individuals. 

The  provision  providing  for  increased  contributions  and  raising  the 
benefit  base  arouses  no  particular  enthusiasm  in  us.  However,  we  rec- 
ognize its  necessity  if  the  program  is  to  be  financed,  and  therefore  have 
no  objections  to  its  inclusion. 

We  especially  commend  and  endorse  the  provision  of  H.R.  5710 
which  authorizes  the  Federal  Government  to  pay  States  75  percent  of 
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the  cost  of  employing  and  training  additional  child  welf  are  personnel 
in  public  welfare  agencies.  This  will  enable  Arkansas  to  more  nearly 
meet  the  needs  of  the  abandoned,  deserted,  dependent,  mentally  handi- 
capped, physically  handicapped,  or  delinquent  children. 

We  also  heartily  endorse  the  provisions  made  for  a  national  dental 
program  for  children  and  for  the  orderly  approach  povided  in  the 
bill  which  includes  a  5-year  pilot  program.  We  feel  that  this  will  do 
much  to  contribute  to  the  future  health  and  well-being  of  children  who 
fall  in  the  low-income  area. 

Our  statement  also  applies  to  the  expanded  comprehensive  health 
service  programs  for  children  in  low-income  areas  as  they  apply  to  the 
need  for  remedial  eye  treatment,  orthopedic  services,  and  hearing  de- 
fects. Basically,  these  are  all  areas  which  need  far  more  attention  than 
they  are  presently  receiving. 

Arkansas  has  a  prevention  of  blindness  program  known  as  remedial 
eye  service — which  we  feel  is  one  of  the  few  of  its  kind  in  the  Nation — 
providing  remedial  eye  care  to  indigent  persons  of  all  ages  financed 
from  State  funds.  This  program  has  provided  prevention  of  blin(J- 
ness  and  conservation  of  sight  measures  for  thousands  of  indigent 
Arkansans  since  the  beginning  of  the  program  in  1939. 

We  can  only  add  our  hearty  approval  to  the  provision  for  increased 
benefits  for  children  under  social  security  and  the  two  changes  in  the 
law  which  the  President  has  recommended  covering  children  who  are 
not  now  eligible  for  benefits.  This  will  be  highly  beneficial  to  Arkan- 
sas as  well  as  to  the  remainder  of  the  Nation.  These  two  changes,  as 
you  know,  cover  children  who  were  dependent  on  workers  other  than 
their  parents  and  certain  adopted  children  who  had  previously  been 
excluded. 

We  endorse  the  pilot  projects  which  will  provide  ways  and  means,  to 
the  extent  of  $10  million,  to  determine,  devise,  test,  and  evaluate  ave- 
nues of  enabling  the  supply  of  health  personnel  to  meet  the  increased 
demands  in  the  area  of  children's  health — and  we  are  especially  inter- 
ested in  the  approach  to  the  problem  of  prenatal  care. 

Arkansas  is  presently  taking  advantage  of  1965  legislation  under 
which  children  are  permitted  to  earn  up  to  $50  but  not  more  than  $150 
by  the  children  in  one  family  without  having  the  family's  assistance 
grant  reduced. 

We  believe  that  House  Resolution  5710  provides  a  step  in  the  right 
direction  in  carrying  out  the  President's  proposal  to  include  adults  in 
the  earning  provision  as  well  as  children  and  the  estimated  Federal 
cost  is  relatively  small,  being  only  $25  million. 

It  must  be  remembered  that  the  States  will  be  required  to  partici- 
pate in  this  program  likewise,  which  we  believe  is  nothing  but  right. 

We  can  endorse  that  part  of  the  title  XIX  program  which  deals 
with  finding  and  treating  health  problems  of  needy  children. 

However,  we  cannot  now  and  never  have  felt  that  title  XIX  as  it 
presently  exists  is  the  answer  to  the  problem  of  medical  care  in  Ar- 
kansas, since  the  cost  to  the  State  of  placing  the  State  programs  under 
title  XIX  would  be  prohibitive  in  a  State  where  the  State  income  from 
general  revenue  sources  is  only  $188  million  per  year  and  where  the 
adoption  of  title  XIX  would  mean  adding  $10  million  in  State  funds 
to  the  welfare  budget  to  carry  out  22  required  services  under  title 
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XIX,  all  of  which  we  do  not  believe  are  necessary  to  the  fundamental 
and  essential  care  of  persons  who  would  be  assisted  by  this  program. 

In  other  words,  we  feel  that  title  XIX  is  good,  but  too  elaborate 
to  apply  in  a  practical  manner  in  a  poor  State. 

Therefore,  while  we  cannot  endorse  certain  parts  of  title  XIX,  oth- 
ers we  heartily  commend.  It  is  our  recommendation  that  title  XIX 
be  completely  rewritten,  more  along  the  lines  of  the  Kerr- Mills  bill, 
which  we  formerly  used. 

All  in  all,  in  considering  House  Resolution  5710,  we  heartily  en- 
dorse the  provisions  contained  therein  as  being  provisions  which  will 
generally  alleviate  distress  and  suffering  and  which  will  insure  a 
higher  living  standard  among  the  people  who  so  badly  need  their 
living  standards  raised.  We  have  requested  our  delegation  to  support 
this  measure,  and  this  endorsement  carries  the  approval  of  our  Gov- 
ernor, who,  incidentally,  is  a  Republican. 

The  Chairman.  We  thank  you  very  much,  Mr.  Moss,  for  your  state- 
ment and  also  for  calling  to  our  attention  the  concurrence  in  your 
statement  of  the  Governor  of  our  State.  We  appreciate  having  all 
three  of  you  with  us. 

Are  there  any  questions  ? 

Mrs.  Griffiths.  Yes. 

The  Chairman.  Mrs.  Griffiths. 

Mrs.  Griffiths.  Thank  you,  Mr.  Chairman.  I  would  like  to  ask 
you  gentlemen  if  you  would  support  an  amendment  which  stops  the 
Federal  Government  from  reducing  the  payment  of  social  security  to 
a  widow  if  that  widow  goes  to  work  ? 

At  the  present  time  a  widow  with  a  couple  of  children  drawing 
social  security  who  went  to  work  at  $3,600  a  year,  which  is  the  median 
wage  for  women  under  covered  employment,  would  draw  only  about 
$1,900  before  transportation,  and  lunches,  and  so  forth  and  so  on  be- 
cause she  would  have  to  pay  social  security  taxes,  income  taxes,  and 
pay  back  part  of  the  social  security. 

Do  you  think  that  it  would  help  or  do  you  think  you  could  live 
with  this  measure  if  we  did  not  reduce  the  social  security  she  is  draw- 
ing if  she  went  to  work  ? 

Mr.  MacDougall.  Mrs.  Griffiths,  may  I  just  make  the  first  response 
to  that? 

Mrs.  Griffiths.  Yes. 

Mr.  MacDougall.  Normally  county  government  does  not  become 
involved  in  the  amount  of  payments  or  level  made  under  the  social 
insurance  side  of  the  program,  but  in  certain  cases  there  is  a  direct 
connection  between  the  inadequacy  or  adequacy  of  payments  there  and 
the  resultant  caseload  that  we  get  in  our  child  aid  programs,  and  I 
believe  you  have  such  a  situation  there. 

Mrs.  Griffiths.  Yes. 

Mr.  MacDougall.  And  that  the  adoption  of  a  proposal  such  as  you 
mention  there  would  inevitably  have  a  beneficial  effect  upon  the  re- 
duction of  welfare  loads,  which  of  course  was  the  prime  purpose  of 
social  insurance  in  the  first  place. 

Mrs.  Griffiths.  Do  you  have  anything  to  add  ?  Personally  I  think 
there  is  no  justification  for  reducing  the  amount  of  money  that  she 
draws,  because  you  are  attempting  to  supply  the  money  that  father 
and  husband  earned,  and  she  was  not  the  earner  of  that  money. 
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If  she  goes  to  work  I  don't  see  where  you  are  losing  anything  if  you 
still  continue  to  pay  her  the  same  thing.  She  is  not  going  to  make  too 
much  anyhow  and  we  need  those  women  working. 

In  addition  to  this  if  you  don't  let  her  to  go  work  and  earn  money, 
she  does  become  a  charge  to  the  welfare  program  of  the  country.  So 
I  think  that  would  be  quite  beneficial.  I  would  like  to  ask  you  also 
would  it  help  you  in  your  welfare  caseload  if  you  were  permitted  to 
use  the  social  security  number  to  locate  deserting  fathers? 

Mr.  MacDougall.  I  think,  Mrs.  Griffiths,  this  is  one  that  we  have 
had  up  for  years  and  one  I  thought  for  sometime  was  solved  in  that 
we  had  hopefully  obtained  such  permission.  Of  course  it  would  help. 
It  would  help  tremendously.  As  the  welfare  programs  grow  larger 
and  as  public  attention  continues  to  be  focused  on  their  large  amount 
of  expenditures,  it  is  obvious  that  we  have  to  do  everything  we  can 
to  police  any  abuses  and  we  have  an  elaborate  system  in  California 
operated  by  the  counties  to  seek  out  deserting  fathers.  We  operate 
under  the  reciprocal  support  act. 

We  have  units  in  most  of  the  counties  doing  nothing  but  this.  In 
some  cases  we  even  forego  Federal  funds  because  the  county  believes 
this  work  is  better  placed  in  the  district  attorney,  the  law  enforce- 
ment side,  than  in  the  welfare  department,  but  the  answer  is  yes;  this 
would  be  of  great  assistance. 

Mrs.  Griffiths.  I  would  like  to  ask  you  also  if  it  were  required 
that  every  child  at  birth  be  given  a  social  security  number  and  that 
number  be  put  on  the  birth  certificate  along  with  the  social  security 
numbers  of  the  parents  would  that  also  help  ? 

Mr.  MacDougall.  I  think  it  would.  In  fact,  I  think  as  America 
moves  on  and  we  get  into  the  era  of  what  we  call  a  federated  informa- 
tion system  utilizing  computers,  and  we  are  already  in  this  planning 
stage  in  California  with  the  State  and  the  counties  and  the  cities,  that 
it  is  inevitable  that  everyone  is  going  to  have  some  identifying  tag 
other  than  his  name  or  in  addition  to  his  name. 

The  question  is  merely  when  do  you  apply  it.  It  is  probably  easier 
to  apply  it  at  the  beginning  than  it  is  to  apply  it  later. 

Mrs.  Griffiths.  The  truth  is  if  we  are  going  to  use  the  social  secu- 
rity number  to  locate  dividends  and  interest  I  don't  see  why  we  can't 
use  it  to  locate  daddy. 

Mr.  MacDougall.  We  don't  either. 

Mrs.  Griffiths.  Thank  you. 

The  Chairman.  Mr.  Curtis. 

Mr.  Curtis.  Thank  you,  Mr.  Chairman.  I  would  like  to  develop 
some  information  on  this  matter  of  the  State's  definition  of  full  need 
and  then  this  question  of  what  payments  presently  are  being  made  by 
States  and  counties  in  welf  are  matters. 

Yesterday,  I  think  it  was  a  gentleman  from  Oregon  who  was  testify- 
ing said  he  resented  the  way  the  administration  had  presented  the  case 
that  because  the  average  payments  in  welfare  matters  were  below  the 
State's  definition  of  need,  therefore  the  State  had  not  been  fulfilling 
the  function  of  providing  the  welfare  necessary  for  the  person.  The 
explanation  of  this  was,  that  in  many  instances  of  course  there  were 
some  earnings  on  the  part  of  the  welfare  persons;  and  the  State  or 
county's  addition  was  supplemental,  but  of  course  not  full,  because 
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they  had  resources  otherwise ;  and  that  the  State  really  was  fulfilling, 
as  I  understand  this,  their  own  definition  of  what  is  "need." 

Do  you  follow  what  I  am  getting  at  ? 

Mr.  MacDougall.  Yes ;  I  think  I  do,  Mr.  Curtis. 

Mr.  Curtis.  I  was  wondering  because  I  said  at  the  same  time,  "I 
suspect  if  this  is  true  of  Oregon  it  is  probably  true  across  the  board." 
If  these  figures  that  the  administration  had  presented  to  this  commit- 
tee were  presented  in  that  way  we  need  this  supplementary  data.  The 
data  that  I  would  look  for,  I  don't  know  whether  you  have  it,  but  you 
know  how  much  you  pay,  say,  in  California  in  welfare.  You  know  the 
number  of  people  and  you  know  what  your  minimum  standards  are, 
but  what  we  don't  have  is  an  aggregate  figure  of  how  much  income 
these  people  have  from  their  own  resources. 

Do  you  have  such  aggregate  figures  ? 

Mr.  MacDougall.  They  are  available ;  yes,  sir. 

Mr.  Curtis.  Then  the  other  thing  that  I  am  thinking  of  that  ought 
to  be  computed  in  here  are  the  other  than  cash  benefit  payments  or 
I  would  say  vendor  payments.  The  other  thing  that  isn't  computed 
here  is  what  would  constitute  institutional  care  where  there  would  be 
no  cash  benefits,  but  where  a  child  would  be  in  an  orphanage,  or  an 
institution,  and  all  the  services  are  provided  there. 

We  need  to  know  what  that  figure  is  in  computing  aggregates  of 
how  much  actually  go  in  the  way  of  supporting  the  welfare  people. 
Could  those  kinds  of  figures  be  given  to  us  ? 

Mr.  MacDougall.  I  think,  Mr.  Curtis,  they  not  pnly  could  be,  they 
must  be,  before  any  action  is  taken  on  this  proposal ;  and  your  ques- 
tion prompts  me  to  remark  that  we  have  had  difficulty  in  taking  this 
proposal  seriously  because  it  is  so  shocking. 

Mr.  Curtis.  Yes. 

Mr.  MacDougall.  This  whole  approach  is  exactly  like  the  chil- 
dren's game  that  is  still  played  where  everybody  is  frolicking  over  a 
play  area  and  the  leader  calls,  "Freeze" ;  and  everybody  freezes  in  the 
posture  where  he  is  at  that  moment.  This  is  precisely  what  this  pro- 
posal does  as  far  as  need  is  concerned. 

You  will  notice  the  almost  tricky  method  by  which  this  is  inserted. 
Every  State  is  frozen  at  last  year's  definition  of  need  and  those  defini- 
tions of  need  were  not  made  ever  with  an  idea  of  basing  actual 
payments. 

Some  States  set  them  high  as  a  goal  to  shoot  for.  Some  States  set 
them  realistically  to  show  that  they  were  meeting  full  need.  Other 
States  had  other  motives;  and  there  has  never  been  any  policing  of 
why  a  State  set  a  given  level  of  need  for  that  State.  Each  State  was 
permitted  to  use  it  for  whatever  purposes ;  but  all  of  a  sudden  we  get 
this  ex  post  facto  thing  saying,  "All  right,  where  you  were  last  Decem- 
ber is  where  you  are  going  to  be  forever,  unless  you  move  up  from 
there  even."  So  we  freeze  everybody  in  these  unrealistic  postures 
and  that  is  what  we  can't  believe  is  even  serious  about  the  proposal. 

The  other  thing  we  can't  believe  is  this  is  the  first  time  that  the 
Federal  Government  has  come  and  said  to  the  States  in  the  30  years 
of  partnership  we  have  had  in  public  assistance,  "You  pay  this  amount 
of  aid  in  your  State." 
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We  have  always  gone  bef  ore,  and  we  think  we  still  should,  on  the 
basis  of  the  State  doing  the  best  it  can  and  for  the  needy  States  who 
can't  meet  their  obligations  to  get  additional  Federal  assistance  and 
additional  Federal  funds  to  solve  their  problems. 

Mr.  Curtis.  I  appreciate  that  and  if  you  have  some  of  these  aggre- 
gate statistics  that  I  was  referring  to,  even  though  yours  are  just  of 
California,  but  through  your  own  organization  you  may  have  others, 
the  record  is  open  because  we  badly  need  that. 

I  certainly  appreciate  your  response  because  there  is  a  public  con- 
ception that  is  being  created  by  this  kind  of  narrow  and  out-of -context 
approach  that  the  administration  has  made  publicly  here  and  con- 
tinues to  issue,  as  I  call  them  propaganda  releases,  that  direct  attention 
only  to  one  aspect  of  the  financing  of  our  people,  as  if  this  were  the 
complete  picture. 

I  don't  even  know  what  the  ratio  would  be,  but  I  guess  by  far  the 
majority  of  the  people  on  welfare  do  have  some  resources  of  their  own. 
I  should  have  added  another  thing  in  here,  the  community  chest  agency 
kind  of  operation,  which  is  nonprofit,  should  be  in  the  computations. 
Heavens,  they  run  a  lot  of  the  orphanages  and  so  forth  and  old  folks 
homes  and  all  of  this  is  contributing  to  the  total  of  what  our  people 
who  need  help  are  getting. 

I  have  made  the  statement — I  remember  making  it  when  we  had  the 
debates  .on  medicare — that  there  is  no  one  in  our  society  who  is  not 
getting  adequate  health  care,  no  one  in  our  society  who  is  starving. 
What  we  are  talking  about  is  how  we  can  improve  the  systems  we  have, 
and  indeed,  we  can,  of  doing  a  better  job,  so  that  they  are  living  better 
lives,  but  the  administration's  propaganda  has  been  creating  the  im- 
pression in  the  minds  not  just  of  the  American  people,  but  abroad  that 
somehow  or  other  there  are  people  who  are  so  neglected  that  they  are 
either  starving  or  they  are  not  getting  health  care  or  whatever. 

I  think  with  our  fortunate  position  in  the  United  States  we  are  talk- 
ing about  how  we  can  improve  programs — we  are  already  taking  care 
of  everyone  through  a  combination  of  programs — how  can  we  improve 
the  balances  and  the  total.  Maybe  we  can.  How  can  we  do  a  better 
j  ob  of  it  is  what  is  before  us. 

I  would  say  this  is  the  same  problem  on  social  security  benefits.  I 
said  to  the  Secretary  of  HEW,  "Oh,  all  you  presented  us  is  what  the 
Government  is  doing  in  social  security.  How  much  of  the  person's 
retirement  is  his  own  savings  ? " 

Most  of  the  older  people  are  homeowners ;  they  own  their  consumer 
durables  because  they  have  saved,  equity  complete,  no  debt,  plus  their 
private  pension  plans  and  plus  other  things.  We  are  talking  about 
the  whole  person,  but  this  issue  has  been  presented  to  this  committee 
and  to  this  Nation  as  if  the  only  thing  that  is  taking  care  of  people  in 
their  retirement  is  this  Government  program,  social  security. 

It  is  a  part,  a  good  part  I  would  argue,  if  they  don't  destroy  it  by  this 
kind  of  disregard  for  the  fact  that  it  is  the  base ;  it  is  only  a  part  of  the 
total  on  which  people  depend  for  their  retirement. 
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Does  this  strike  you  as  a — I  don't  want  to  use  the  word  criticism  here, 
but  a  proper  analysis  of  what  is  before  us  % 

Mr.  MacDougall.  Mr.  Curtis,  particularly  your  remarks  on  the 
public  assistance  goals  are  a  forceful  statement  of  the  beliefs  of  the 
counties.  They  are  a  forceful  statement  of  our  philosophy  and  why 
we  are  still  in  welfare  administration  in  this  country,  although  most 
States  have  offered  counties  the  opportunity  to  get  out  of  the  business 
from  time  to  time. 

.Some  countries  are  under  pressure,  too.  We  stay  in  because  we  be- 
lieve in  the  principles  that  you  have  stated  so  well. 

Mr.  Curtis.  Thank  you  very  much.  I  hope  you  will  stay  in.  In 
Missouri  we  largely  run  these  welfare  programs  through  the  counties. 
I  remember  debating  with  the  HEW  people,  they  would  always  give 
us  the  figures  of  what  was  being  spent,  and  this  was  in  the  health 
area,  by  State,  and  Texas  and  Missouri,  I  remember,  showed  up  as 
practically  zero  because  we  operate  in  those  two  States  almost  entirely 
at  the  county  level.  When  it  comes  to  asking  for  statistics  from  the 
Department  of  HEW  on  what  is  done  at  the  county  level  they  still 
haven't  got  them.  They  still  say,  "We  don't  have  those  figures."  It 
is  useless  to  even  ask  them  have  you  made  any  estimates  of  what  is 
being  done  through  the  community  chest,  the  nonprofit  approach, 
in  meeting  these  problems.  They  haven't  done  any  study  in  these 
areas  either. 

This  is  a  tragic  situation,  I  think,  when  this  committee  is  asked  to 
make  decisions  in  these  areas  when  we  have  such  incomplete  informa- 
tion from  a  department  which  if  it  is  serving  any  function  at  all 
certainly  should  be  serving  the  function  of  gathering  information  and 
data.  This  is  the  one  thing  I  know  that  the  Federal  Government 
should  be  doing  and  we  don't  have  the  data. 

I  thank  you  very  much. 

The  Chairman.  Any  further  questions?    If  not,  gentlemen,  we 
thank  you  very  much. 
Mr.  Moss.  Thank  you,  sir. 

(The  following  letter  was  received  by  the  committee:) 

Board  of  Supervisors, 
County  of  Los  Angeles, 
Los  Angeles,  Calif.,  April  lk,  1961. 
National  Association  of  Counties;  Each  Member,  House  Committee  on  Ways 
and  Means;  Los  Angeles  County  Members  of  the  House  of  Representatives. 
Gentlemen  :  At  its  meeting  held  April  11,  1967,  on  motion  of  Supervisor 
Warren  M.  Dorn,  the  board  of  supervisors  adopted  an  order  endorsing  two 
National  Association  of  Counties'  sponsored  amendments  to  the  Federal  Social 
Security  Act  concerning  mismanagement  of  funds  by  welfare  recipients,  and 
the  meeting  of  mandatory  program  requirements  by  July  1,  1967. 

The  board  further  moved  that  the  National  Association  of  Counties,  the  mem- 
bers of  the  House  Committee  on  Ways  and  Means,  the  Los  Angeles  County 
Members  of  the  House  of  Representatives,  and  Senators  Thomas  Kuchel  and 
George  Murphy  be  urged  to  support  such  amendments  which  the  board  feels  are 
of  vital  importance  to  public  assistance  programs. 
Very  truly  yours, 

James  S.  Mize,  Clerk. 
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The  Chairman.  We  appreciate  your  coming  to  the  committee. 

Dr.  Buchanan  and  Dr.  Calhoun.  Dr.  Buchanan,  I  understand  that 
our  colleague  on  the  committee  from  Illinois,  Mr.  Kostenkowski,  had 
indicated  to  you  that  he  would  be  present  today.  He  cannot  because 
he  has  been  unfortunately  delayed  en  route  back  to  Washington.  He 
particularly  wanted  me  to  explain  this  to  you  and  tell  you  that  he, 
and  I  might  say  the  whole  committee,  I  am  sure,  will  study  your  state- 
ment very  carefully  and  will  keep  your  views  in  mind  as  we  go  into 
executive  session. 

I  want  to  observe  that  you  have  with  you  a  good  friend  of  mine 
from  Little  Rock  who  is  appearing,  I  think,  to  support  your  testimony. 
Is  that  not  right  ? 

STATEMENT  OF  DR.  WALLACE  D.  BUCHANAN,  PAST  PRESIDENT, 
AMERICAN  COLLEGE  OF  RADIOLOGY;  ACCOMPANIED  BY  DR. 
JOSEPH  D.  CALHOUN,  CHAIRMAN,  BOARD  OF  CHANCELLORS 

Dr.  Calhoun.  That  is  correct. 

The  Chairman.  Dr.  Joseph  D.  Calhoun,  one  of  our  outstanding 
radiologists  in  our  State.  Dr.  Buchanan,  we  appreciate  having  both 
of  you  here  and  you  are  recognized,  sir. 

Dr.  Buchanan.  Thank  you,  Mr.  Chairman.  I  am  Dr.  Wallace 
D.  Buchanan  of  South  Bend,  Ind.  I  am  a  physician  engaged  in  the 
private  practice  of  radiology.  I  am  appearing  as  a  representative 
of  the  American  College  of  Radiology  because  I  was  chairman  of  the 
board  of  chancellors  and  president  of  the  college  when  H.R.  6675  was 
being  considered  by  this  committee.  The  members  of  the  college 
deeply  appreciate  this  opoprtunity  to  present  our  views  on  H.R.  5710. 

I  am,  as  I  noted,  accompanied  by  Dr.  Calhoun  of  Little  Rock.  Dr. 
Calhoun  is  now  the  chairman  of  the  board  of  chancellors  of  the  college. 
He  is  one  of  the  group  of  physicians  who  practice  radiology  in  offices 
and  in  hospitals  in  Little  Rock. 

The  American  College  of  Radiology  is  a  professional  association  of 
6,300  physicians  in  the  United  States  in  active  practice  who  specialize 
in  the  use  of  X-rays  and  radioactive  substances  in  the  diagnosis  and 
treatment  of  disease  and  injury.  The  1,700  physicians  who  are  cur- 
rently in  residency  training  programs  in  radiology  are  also  members 
of  the  college. 

Mr.  Chairman,  with  your  permission  we  will  not  read  the  complete 
statement  which  has  been  presented.  We  request,  however,  that  it  be 
published  in  the  record  and  we  will  here  abbreviate  in  the  interest  of 
time,  for  the  members  of  the  committee. 

The  Chairman.  Without  objection  your  entire  statement  will  be 
included  in  the  record. 

(The  statement  referred  to  follows :) 

Statement  of  Wallace  D.  Buchanan,  M.D.,  the  American  College  of 

Radiology 

SUMMARY 

The  American  College  of  Radiology  favors  existing  provisions  affecting  radiol- 
ogy in  P.L.  89-97  and  opposes  creation  of  a  new  Part  C  as  proposed  in  Section 
130  of  H.R.  5710. 
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Not  enough  time  has  elapsed  since  July  1,  1966  in  which  to  smooth  out  admin- 
istrative snarls  in  this  vast  undertaking,  nor  sufficient  experience  with  which 
to  support  far-reaching  substantive  amendments  to  the  law. 

Radiologists  are  adapting  their  billing  procedures  in  response  to  the  Part  A- 
Part  B  requirements  of  P.L.  89-97.  Continuation  of  this  process  of  adaption 
will  minimize  current  problems  in  administration  of  the  law. 

Confusion  has  been  created  by  present  regulations  and  could  be  ended  by 
amendment  of  regulations  without  need  for  a  Part  C. 

Part  C  segregates  physicians'  services  in  radiology  and  pathology  from  services 
of  other  physicians  which  are  covered  under  Part  B.  This  is  innately  discrimi- 
natory. Discrimination  against  radiology  within  P.L.  89-97  will  inhibit  recruit- 
ment and  downgrade  patient  service  in  radiology. 

Part  C  provides  the  hospital  bed  patient  coverage  for  radiology  services  on  a 
more  favorable  basis  than  the  same  patient  obtains  when  receiving  the  same 
services  as  an  out-patient  or  in  a  radiologist's  office.  This  would  contribute  to 
misuse  of  hospital  facilities,  the  need  for  more  expensive  hospital  beds,  and  the 
cost  of  Part  A. 

If  deemed  essential,  there  is  a  logic  in  subjecting  all  ambulatory  services, 
whether  received  in  offices,  clinics  or  as  out-patients,  to  the  same  conditions  as 
a  Part  B  service.  This  can  be  accomplished  by  amendment  of  Parts  A  and  B 
and  without  creation  of  Part  C. 

The  College  supports :  the  suggestion  of  the  American  Hospital  Association  to 
provide  tax  exemption  to  certain  joint  and  cooperative  endeavors  organized  by 
tax  exempt  hospitals  with  a  view  of  lowering  costs  of  hospital  care ;  the  principle 
embodied  in  H.R.  5509  introduced  by  Mr.  Vanik  which  will  permit  reimburse- 
ment of  medicare  beneficiaries  on  the  basis  of  statements  of  itemized  charges, 
rather  than  receipted  bills ;  and  Sections  126 — with  qualifications,  131  and  162. 
We  plead  that  the  requirement  that  hospitals  relate  their  costs  to  charges  for 
services  on  a  departmental  basis  be  retained. 

STATEMENT 

I  am  Dr.  Wallace  D.  Buchanan,  South  Bend,  Indiana.  I  am  engaged  in  the 
private  practice  of  radiology  as  a  member  of  a  group  of  physicians  who  practice 
radiology  both  in  hospitals  and  in  offices.  I  am  appearing  as  a  representative 
of  the  American  College  of  Radiology  because  I  was  Chairman  of  the  Board  of 
Chancellors  and  President  of  the  College  when  H.R.  6675  was  being  considered 
by  this  Committee.  The  members  of  the  College  deeply  appreciate  your  invita- 
tion to  present  views  on  H.R.  5710. 

I  am  accompanied  by  Dr.  Joseph  D.  Calhoun,  Little  Rock,  Arkansas,  who  is 
now  Chairman  of  the  Board  of  Chancellors  of  the  American  College  of  Radiology. 
Doctor  Calhoun  is  also  a  member  of  a  group  of  physicians  who  practice  radiology 
in  offices  and  in  hospitals. 

The  American  College  of  Radiology  is  a  professional  association  of  6,300 
physicians  in  the  United  States  in  active  practice  who  specialize  in  the  use  of 
X-rays  and  radioactive  substances  in  the  diagnosis  and  treatment  of  disease 
and  injury.  The  1,700  physicians  who  are  currently  in  residency  training 
programs  in  radiology  are  also  members  of  the  College. 

As  a  beginning,  the  College  here  expresses  appreciation  to  the  officials  of  the 
Department  of  Health,  Education  and  Welfare  who  are  administering  P.L.  89- 
97  for  their  unfailing  courtesy  and  general  cooperation.  These  men  have  made 
us  proud  of  our  government  and  those  who  have  accepted  the  call  to  service 
within  it.  We  hope  that  members  of  this  Committee  will  not  imply  criticism 
of  these  men  from  our  comments  in  regard  to  H.R.  5710.  We  understand  that 
to  preside  over  a  program  of  the  magnitude  of  medicare  is  a  tremendous  task. 

We  will  principally  discuss  Section  130.  We  believe  that  this  proposal  to 
create  a  new  Part  C  in  Title  XVIII  of  P.L.  89-97  should  not  be  enacted  at  this 
time  because : 

1.  It  is  being  prematurely  offered  on  the  basis  of  insufficient  experience ; 

2.  It  will  promote  misuse  of  hospital  facilities  and  add  to  the  cost  of 
Part  A ; 

3.  It  discriminates  against  radiology  in  a  way  that  will  injure  medical 
care ;  and 

4.  Amendment  of  present  regulations  to  facilitate  administration  is  pref- 
erable to  substantive  amendment  of  the  law. 
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RADIOLOGISTS  AND  MEDICARE 

The  American  College  of  Radiology  endorsed  the  elimination  of  discriminatory 
provisions  affecting  radiology  contained  in  earlier  legislative  proposals  when  H.R. 
6675  was  recommended  by  this  Committee  and  approved  by  the  House  of  Repre- 
sentatives. The  College,  along  with  the  American  Medical  Association,  and  other 
national  and  state  medical  associations,  supported  this  House  action  when  H.R. 
6675  was  considered  by  the  Senate  Finance  Committee.  We  applauded  the  de- 
cision of  the  Conference  Committee  on  H.R.  6675  accepting  the  provisions  of  the 
House  bill  insofar  as  radiology  is  concerned.  Following  enactment  of  H.R.  6675, 
and  the  signing  of  P.L.  89-97  by  President  Johnson,  the  College  again  publicly 
voiced  approval  of  the  treatment  of  radiology  within  the  law  and  pledged  its  best 
efforts  to  make  the  law  work  as  written. 

To  fulfill  that  pledge,  the  College  has  prepared  and  distributed  materials  to 
assist  radiologists  to  understand  P.L.  89-97  and  to  practice  under  its  terms. 
These  activities  have  included  production  and  distribution  of  two  30  minute 
motion  pictures,  distribution  at  College  expense  of  pertinent  federal  regulations 
adopted  under  P.L.  89-97,  production  and  distribution  of  a  report  by  management 
consultants  designed  to  assist  radiologists  to  implement  medicare,  production 
and  distribution  of  sample  billing  forms,  production  of  a  special  coded  procedural 
terminology  covering  radiology  at  the  request  of  the  American  Medical  Associa- 
tion for  transmittal  to  the  Department  of  Health,  Education  and  Welfare,  and 
subsequent  amendment  of  an  existing  College  procedural  terminology  to  conform 
to  that  adopted  for  use  by  HEW  in  the  medicare  program.  We  have  also  pre- 
sented in  College  publications  all  information  made  available  to  us  in  regard  to 
medicare  that  would  assist  radiologists  in  cooperating  with  the  law.  We  have 
conducted  three  surveys  of  all  College  members  to  determine  how  many  radiolo- 
gists have  adapted  their  practice  procedures  to  conform  to  the  Part  A-Part  B 
thesis  as  written  into  P.L.  89-97. 

In  May,  1966,  before  the  advent  of  medicare,  147  radiologists  were  sending  bills 
for  their  professional  services  in  hospital  x-ray  departments  to  patients  expected 
to  pay.    Another  430  had  agreements  to  begin  their  own  billing. 

By  September,  a  total  of  1031  radiologists  and  groups  reported  a  change  to 
separate  billing  for  their  professional  services  apart  from  hospital  charges. 
Another  295  sent  bills  to  some  of  their  patients  or  to  all  patients  in  one  or  more 
of  several  hospitals  covered. 

In  March,  1967,  a  third  survey  response  indicated  that  1543  radiologists  and 
groups  now  are  billing  all  patients  served  in  hospital  departments  and  an 
additional  615  reported  that  they  were  billing  patients  in  one  or  more  of  several 
hospitals  covered. 

These  figures  were  taken  from  3,724  replies  received  from  the  6,200  radiologists 
queried.  In  addition  to  the  figures  cited,  718  radiologists  indicated  that  they 
have  no  practice  in  voluntary  hospitals  (being  in  offices,  government  service, 
fulltime  teaching  or  other).  Another  491  said  that  negotiations  with  their 
hospitals  to  separate  their  professional  billing  have  not  been  completed  and  357 
indicated  that  they  do  not  intend  to  change  their  existing  arrangements  with 
hospitals. 

We  have  no  reason,  with  a  60  percent  response,  to  presume  that  the  non- 
respondents  differ  in  character  from  those  who  answered.  Thus,  in  less  than  a 
year,  more  than  half  of  the  radiologists  practicing  in  voluntary  hospitals  have 
brought  their  billing  operations  into  compliance  with  the  requirements  of  P.L. 
89-97.  This  represents  substantial  progress  in  complying  with  what  we  beileve 
to  be  the  will  of  Congress. 

RESPONSE  TO  REGULATIONS 

In  addition,  the  College  has  responded  to  publication  of  regulations  by  filing 
suggestions  that  we  believed  would  best  fulfill  Congressional  intent  in  regard  to 
radiology  and  facilitate  administration  of  the  law. 

Our  advice,  along  with  that  of  others,  led  to  a  redrafting  of  regulations 
covering  "Conditions  for  Coverage  of  Services  of  Independent  Laboratories". 
These  regulations  originally  included  the  office  of  radiologists.  They  were 
amended  so  as  to  eliminate  these  offices  from  the  term  "independent  laboratories". 

In  connection  with  "Principles  of  Reimbursement  for  Services  by  Hospital- 
Based  Physicians",  20  CFR,  Part  405,  Subpart  D,  our  advice  was  not  accepted. 
We  noted  that  the  term  "hospital-based  physicians"  appears  nowhere  in  P.L. 
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89-97,  and  that  on  the  contrary,  the  Conference  Committee  on  H.R.  6675  had 
eliminated  from  the  law  special  language  in  regard  to  radiology  and  pathology, 
the  two  specialties  specifically  cited  in  the  regulations  as  "hospital-based".  (A 
1959  survey  showed  that  even  then  only  15  perecnt  of  all  so  called  hospital-based 
physicians  were  radiologists,  and  we  now  know  that  only  40  percent  of  all 
radiologists  receive  even  a  portion  of  their  income  from  or  thru  a  hospital. )  We 
predicted  difficulties  from  creation  of  the  "hospital-based  physician"  concept  in 
the  regulations.  We  were  correct. 

We  specifically  objected  to  HEW  insistence  that  the  personal  services  ren- 
dered to  patients  by  radiologists  be  divided  into  elements  of  service  to  the 
patient  and  service  to  the  hospital.  We  noted  that  the  vast  majority  of  radiolo- 
gists have  historically  derived  all  income  from  direct  patient  service — have  not 
been  paid  for  teaching  and  administration — and  have  considered  time  spent  in 
teaching  and  administration  to  be  time  donated  as  a  public  service.  Time  thus 
spent  by  radiologists  is  precisely  like  the  time  donated  by  all  physicians  in  main- 
taining and  checking  hospital  records,  in  service  on  hospital  staff  committees 
and  in  service  as  chief  of  staff,  chief  of  medicine,  chief  of  surgery  and  the  like. 
Had  this  thesis  been  accepted  by  HEW,  one  of  the  problems  noted  by  HEW 
spokesmen  would  not  today  exist  insofar  as  administration  of  radiology  services 
under  the  law  is  concerned. 

An  example  may  be  helpful.  A  radiologist  in  the  past  has  received  40  per- 
cent of  gross  charges  to  all  patients  as  compensation  for  his  professional  phy- 
sician's services  to  all  patients.  If  the  services  were  not  provided,  he  received 
no  fee. 

This  arrangement  has  now  been  altered  to  one  in  which  he  bills  separately 
for  his  professional  physician's  services  rendered  directly  to  a  patient.  For  in- 
stance, he  now  charges  all  patients  $4.00  for  a  chest  examination  for  which  the 
overall  charge  has  been,  and  still  is,  $10.00  (the  hospital  charging  pay  patients 
the  remaining  $6.00).  Under  current  regulations  this  is  not  acceptable.  In 
interpretations  of  regulations  HEW  insists  that  part  of  the  $4.00  fee  the  radiolo- 
gist received  in  the  past — and  now — must  be  for  administrative  service  to  the 
hospital. 

HEW  insists  that  this  radiologist's  fee  be  fractionated  and  that  a  portion  of 
it  must  be  reimbursed  to  the  hospital  under  Part  A,  if  it  is  to  be  reimbursed  at 
all,  and  be  paid  to  the  radiologist  as  compensation  for  administration.  This 
rule  is  not  applied  to  other  physicians  who  provide  similar  uncompensated  serv- 
ices in  the  hospital  in  the  areas  of  teaching,  administration  or  research.  This 
discriminates  not  only  against  radiologists  who  are  currently  receiving  their 
fees  through  the  hospital,  but  also  applies  a  special  and  discriminatory  rule 
to  radiologists  who  in  the  past  received  their  compensation  thru  the  hospital. 

In  short,  it  all  but  requires  radiologists  who  were  "hospital-based"  in  the  past 
to  either  remain  hospital  compensated,  or  forgo  a  portion  of  the  reasonable 
charge  for  their  professional  services.  It  regulates  and  minimizes  their  pro- 
fessional physicians'  fees  and  would  seem  to  violate  the  spirit — and  perhaps  the 
letter— of  Section  1801  of  P.L.  89-97.  This  has  created  administrative  diffi- 
culties because  it  is  not  reasonable,  nor  defensible  upon  a  historic  or  practical 
basis. 

AMEND  THE  REGULATIONS 

This  administrative  problem  was  created  in  the  regulations  and  amendment 
of  these  regulations  could  cure  the  difficulty. 

The  American  College  of  Radiology  is  eager  to  meet  with  personnel  of  HEW 
to  discuss  and  evolve  acceptable  and  equitable  amendments.  For  instance,  Sec- 
tion 405.4080  (b)  could  be  clarified,  and  much  of  the  problem  removed,  by 
adding  the  words  italicized : 

"Under  the  law,  benefit  payments  for  the  services  of  physicians  (except  for 
services  of  resident  and  interns  under  professionally  approved  training  programs  ) 
furnished  to  individual  patients  are  under  the  supplementary  medical  insurance 
program  (see  Subpart  B  of  this  part).  However,  some  of  the  services  which 
some  hospital^based  physicians  perform  are  clearly  not  f urnisihed  to  an  individual 
patient.  To  the  extent  that  the  cost  of  such  services  is  borne  by  the  hospital, 
and  there  exists  an  agreement  that  the  physician  is  J)eing  paid  a  specific  amount 
for  such  services  rather  than  services  to  the  individual  patient,  reimbursement 
will  be  made  to  the  hospital  under  the  hospital  insurance  program,  or  in  certain 
cases,  as  a  hospital  Cost  under  the  supplementary  medical  insurance  program. 
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In  the  absence  of  a  specific  agreement,  and  where  the  physician's  remuneration 
has  been  directly  related  to  the  value  of  services  furnished  to  an  individual 
patient,  it  will  be  presumed  that  services  in  administration  and  teaching  have 
been  and  are  donated  by  the  hospital-based  physician,  or  former  hospital-based 
physician,  in  the  same  way  as  like,  unreimbursed  services  performed  by  other 
physicians  who  are  not  now,  and  have  not  been  'hospital-based'." 

We  hold  no  brief  for  the  specific  language  suggested,  but  we  believe  that  the 
thought  expressed  will  eliminate  an  administrative  problem,  remove  the  Depart- 
ment of  Health,  Education  and  Welfare  from  actively  interfering  in  physician- 
hospital  relationships  and  remove  the  necessity  forced  on  intermediaries  and 
carriers  to  fractionate  the  radiologist's  fee  for  personal  patient  service  on  a  basis 
unsupported  by  history,  practicality  or  equity. 

We  believe  'that  the  error  perpetuated  in  this  regulation  is  based  on  the  fact 
that  old  and  outmoded  habits  of  thought  die  hard.  An  example  is  the  tendency 
of  hospital  administrators  to  consider  patient  services  performed  by  radiologists 
as  something  apart  from  the  services  performed  by  other  physicians :  This  is  not 
in  keeping  with  the  facts.  This  concept  was  apparently  adopted  by  those  who 
drafted  regulations  in  regard  to  "hospital-based  physicians"  under  P.L.  89-97. 

THE  PRACTICE  OF  RADIOLOGY 

Radiologists  in  each  instance  perform  an  individual,  personal  service  for  a 
patient;  in  performing  physical  examinations  of  patients  by  using  x-rays,  we 
personally  do  all  fluoroscopy,  interpret  every  film,  prepare  a  report  on  every 
examination,  consult  with  other  physicians  and  many  of  us  inject  the  drugs 
used  in  complex  procedures  and  wait  with  patients  to  handle  possible  adverse 
reactions.  It  is  true  that  we  use  assistants,  radiologic  technologists,  to  make 
many  radiographs.  Likewise,  however,  general  practitioners  and  other  physi- 
cians use  assistants  to  give  injections;  cardiologists  use  technicians  to  make 
electrocardiograms  and  throughout  medicine  doctors  utilize  the  services  of 
nonphysicians. 

All  treatments  with  radiation  are  individualized  for  the  particular  patient,  and 
are  performed  personally  or  directly  supervised  by  a  radiologist.  In  treating 
with  radiation,  a  radiologist  must  decide  how  and  when  to  treat  each  individual 
patient.  The  patient's  sex,  physical  condition,  psychologic  state,  family  situation 
and  the  like,  all  have  a  bearing  on  medical  decisions  that  must  be  miade.  This 
is  the  art  of  medicine  and  it  has  a  tremendous  influence  on  whether  and  how  a 
patient  reacts  to  treatment. 

In  diagnosis  a  radiologist  is  a  consultant,  very  much  like  a  consultant  in 
internal  medicine,  ophthalmology,  otolaryngology,  orthopedics,  neurology,  urology, 
and  the  like ;  when  a  radiologist  treats  a  patient  with  radiation  his  role  is 
analogous  to  that  of  the  surgeon,  internist  or  general  practitioner  in  treating  a 
patient. 

The  Department  of  Health,  Education  and  Welfare  has  recognized  that  a 
radiologist  is  a  consultant  in  the  private  office  situation.  As  noted  earlier,  regu- 
lations setting  forth  'Conditions  for  Coverage  of  Services  of  Independent  Labora- 
tories" were  amended — after  tentative  regulations  were  published — to  eliminate 
the  offices  of  radiologists  from  the  term,  "independent  laboratories". 

The  amended  regulations  note  in  part : 

"Diagnostic  laboratory  tests,  for  the  purposes  of  Section  1861  (s)  (10)  and  (11) 
of  the  Act.  and  for  the  purposes  of  this  Subpart  M,  do  not  include  diagnostic 
x-ray  tests." 

Later,  in  defining  an  "independent  laboratory",  the  regulations  state  in  part : 
"Diagnostic  tests  furnished  by  out-of -hospital  physicians  whose  primary  prac- 
tice is  directly  attending  patients  and/or  consultation,  even  though  conducted 
partly  through  diagnostic  procedures,  are  considered  physicians'  services  rather 
than  clinical  laboratory  services.  As  such,  the  office  in  which  these  services  are 
provided  is  exempt  from  the  conditions.  Consultation  is  a  deliberation  of  two  or 
more  physicians  with  respect  to  the  diagnosis  or  treatment  hi  any  particular  case. 
Consultation,  as  distinguished  from  providing  clinical  laboratory  services,  in- 
cludes history  talcing,  examination  of  the  patient  and,  in  each  case,  transmitting 
to  the  attending  physician  an  opinion  concerning  diagnosis  and /or  treatment. " 
[Emphasis  added.] 

If  the  Department  of  Health,  Education  and  Welfare  believes  it  to  be  essential 
to  publish  special  rules  covering  laboratory  services,  problems  in  administration 
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can  be  minimized  by  not  forcing  the  same  pattern — with  attendant  problems — 
upon  radiology.  This  is  a  consultative  and  therapeutic  medical  specialty  whether 
practiced  in  hospitals,  clinics  or  offices. 

We  have  read,  "Criteria  for  Determination  of  Reasonable  Charges ;  Reimburse- 
ment of  Services  of  Hospital  Interns,  Resident  and  Supervising  Physicians",  20 
CFR,  Part  405,  Subpart  E.  We  believe  that  these  can  be  applied  to  the  practice 
of  radiology,  and  past  and  present  patient-physician-hospital  financing  relation- 
ships in  radiology. 

SECTION  130 

This  basic  concept  of  a  separate  Part  C  within  Title  XVIII  of  P.L.  89-97,  like 
provisions  of  the  Senate  version  of  H.R.  6675  (Douglas  amendment),  segregates 
physicians'  services  in  radiology  from  like  patient  services  of  other  physicians 
which  will  continue  to  be  covered  under  Part  B.  This  is  innately  discriminatory 
and  injurious  to  future  patient  service  in  this  specialty. 

We  recall  when  the  distinguished  Chairman  of  this  Committee,  Congressman 
Wilbur  D.  Mills,  submitted  the  report  on  H.R.  6675  to  the  House  of  Representa- 
tives he  stated  in  part : 

''Payments  would  not  be  made  under  the  hospital  insurance  plan  for  the  serv- 
ices of  physicians  except  services  provided  by  interns  and  residents  in  training 
under  approved  teaching  programs.  Like  other  physicians'  services,  the  services 
of  radiologists,  anesthesiologists,  and  other  physicians  employed  by  the  hospital, 
or  working  through  the  hospital,  would  be  paid  for  under  the  voluntary  supple- 
mentary plan;  such  services  would  not  be  covered  under  the  hospital  insurance 
plan.  However,  the  services  of  non-physicians  aiding  such  persons  would  be  cov- 
ered under  the  hospital  insurance  plan."   ( Emphasis  added. ) 

Part  C  provides  that  for  in-patients  payments  will  be  made  under  the  terms  of 
the  hospital  insurance  plan,  Part  A,  for  the  patient  services  of  physicians  prac- 
ticing radiology ;  the  patient  services  of  radiologists  will  not  be  paid  for  under 
the  terms  of  the  voluntary  supplementary  plan,  Part  B.  Thus,  Part  C  treats 
professional  physicians'  services  of  radiologists  as  hospital  services  and  pointedly 
removes  these  physicians'  services  from  the  section  of  the  law  under  which 
phyicians'  service  are  covered.  Part  C  permits  precisely  what  is  not  permitted 
by  Public  Law  89-97  and,  in  effect,  is  a  resubmission  of  the  Douglas  amendment. 

To  make  a  radiologist  a  second  class  citizen  of  medicine  by  enacting  Part  C 
will  injure  his  morale  and  performance.  It  will  promote  administrative  inter- 
ference in — and  hospital  domination  of — the  practice  of  radiology.  This,  we 
believe,  is  contrary  to  the  public  interest,  and  the  interests  of  individual  patients, 
the  persons  who  are  the  primary  concern  of  all  doctors. 

RECRUITMENT 

The  difficult  task  of  recruiting  bright  young  doctors  into  radiology  in  the  face 
of  the  appeal  of  other  medical  specialties  has  been  made  harder  because  of  the 
threat  of  being  segregated  from  medical  practice  by  definition  as  a  hospital 
service  under  a  federal  law. 

We  will  not  belabor  the  critical  manpower  shortage  in  radiology  in  this  state- 
ment. A  report  to  the  Surgeon  General  prepared  by  the  National  Advisory  Com- 
mittee on  Radiation,  "Protecting  and  Improving  Health  Through  the  Radiological 
Sciences",  submitted  in  April,  1966  and  published  by  the  U.S.  Department  of 
Health,  Education  and  Welfare  tells  the  story. 

Two  brief  quotes  from  page  13  sharply  define  the  problem  : 

"Indeed,  it  appears  that  the  number  of  radiologists  needed  in  the  United  States 
is  almost  twice  as  great  as  the  number  actually  available. 

"If  present  growth  rates  in  clinical  demand  continue,  the  need  for  physician 
manpower  in  the  radiological  sciences  seems  likely  to  rise  to  a  level  of  three  or 
more  times  current  supply  by  1975,  i.e.,  to  a  level  of  from  20,000  to  25,000  radi- 
ologists in  ten  years.  Such  a  need  presents  a  disturbing  picture  to  those  respon- 
sible for  the  nation's  health.  It  is  clear  that  major  attention  must  be  given  to  the 
problems  of  radiological  manpower  as  quickly  as  possible." 

Removing  the  physicians'  services  of  radiologists  from  Part  B  and  placing 
them  in  a  separate  Part  C  would  represent  a  critical  blow  to  recruitment  in 
radiology,  a  blow  scarcely  supported  by  a  desire  to  eliminate  one  of  many 
solvable  administrative  problems,  presently  causing  unrest. 
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MISUSE  OF  HOSPITAL  FACILITIES 

Part  C  as  proposed  would  eliminate  all  co-insurance  and  deductibles  for  per- 
sons receiving  radiology  services  as  in-patients  at  hospitals.  A  deductible  and 
co-insurance  would  be  retained  for  those  receiving  services  on  an  ambulatory 
basis.  This  establishes  a  financial  advantage  for  a  patient  to  receive  radiology 
services  while  occupying  a  hospital  bed.  In  1960  a  research  study  undertaken 
by  the  Opinion  Research  Corporation  in  Maryland  indicated:  most  physicians 
are  under  pressure  to  hospitalize  patients  who  have  insurance  covering  diag- 
nostic procedures  as  in-patients,  but  not  when  ambulatory ;  hospitalizing  diag- 
nostic cases  in  order  to  save  patients  money  is  a  common  occurrence  and  a 
frequently  cited  abuse  of  hospital  facilities;  and  if  a  patient  is  admitted  as  a 
bed  patient  in  a  hospital,  diagnostic  facilities  are  frequently  used  to  a  degree 
greater  than  medically  indicated  because  the  patient  is  already  in  the  hospital. 

Costs  of  building  hospital  bed  facilities  continue  to  rise.  Hospital  operating 
costs,  up  15  percent  in  1966,  are  predicted  to  rise  at  least  15  percent  annually 
for  the  next  several  years  by  the  American  Hospital  Association.  The  Social 
Security  Administration  reports  that  the  average  length  of  hospital  stay  of 
patients  over  65  has  increased  several  days  since  medicare  became  operative. 

These  considerations  argue  against  stimulating  hospitalization  of  patients  by 
placing  diagnostic  radiologic  procedures  under  the  terms  of  Part  A  as  is  pro- 
posed in  Part  C. 

Along  with  other  Americans,  radiologists  hope  that  medicare  can  be  a  stable 
program  with  controllable  costs.  This  is  not  a  time  to  add  to  the  costs  of 
providing  in-patient  hospital  services  by  encouraging  medicare  patients  to  occupy 
hospital  beds.    Part  C  would  do  this. 

AMENDMENT  NOW  PREMATURE 

We  have  noted  our  support  of  provisions  affecting  radiology  in  P.L.  89-97. 
Preliminary  regulations  were  published  on  June  28,  1966,  only  two  days  before 
the  law  went  into  effect.  Final  regulations  were  published  four  months  later, 
on  October  18,  1966,  only  six  months  ago. 

These  regulations  introduced  a  concept  alien  to  the  law,  "hospital-based  phy- 
sicians", and  then  proceeded  unnecessarily  to  innovate  a  fractionation  of  pay- 
ment for  the  direct  patient  service  rendered  by  radiologists  into  administrative 
and  professional  service  portions  to  be  reimbursed  respectively  under  Parts  A 
andB. 

Because  medicare  is  such  a  tremendous  undertaking,  voluminous  and  .some- 
times conflicting  explanations  of  regulations  have  been  issued  to  Part  A  in- 
termediaries and  Part  B  carriers.  The  American  College  of  Radiology  has  not 
been  able  to  assist  radiologists  to  the  maximum  degree  in  understanding  these 
explanations  of  regulations  because  we  have  not  received  copies  of  intermediary 
and  carrier  letters  pertaining  to  radiology. 

We  believe  that  Section  130  should  not  be  adopted  at  this  time.  The  law  as 
written  has  not  teen  given  time  to  work  and  sufficient  time  has  not  elapsed  to 
eliminate  problems  in  administration  insofar  as  radiology  is  concerned.  It  would 
be  premature  to  amend  the  law  on  the  basis  of  such  limited  experience. 

All  concerned :  beneficiaries,  hospitals,  physicians,  Part  A  intermediaries  and 
Part  B  carriers  need  further  time  in  which  to  solve  administrative  difficulties 
that  have  occurred.  Acceptance  of  Section  130  at  this  time  will  introduce  fur- 
ter  and  new  problems,  and  in  all  likelihood,  further  confusion.  None  of  us 
concerned  have  as  yet  had  time  enough  to  absorb  and  digest  even  one  set  of 
rules,  let  alone  another  set  that  would  be  created  by  the  amendments  suggested. 
If  the  amendments  suggested  in  Section  130  were  to  be  enacted  at  this  time, 
it  is  quite  possible — indeed  even  probable — that  further  amendments  will  be 
deemed  necessary  on  the  basis  of  greater  experience  in  another  year. 

It  has  been  stated  in  HEW  presentations  that  separate  and  independent 
billing  for  patient  services  by  radiologists  is  unique  to  medicare  beneficiaries. 
This  is  not  true.  It  has  been  stated  that  intermediaries  and  carriers  under 
medicare  are  faced  with  unique  problems  of  physician  and  hospital  reimhurse- 
inent  that  they  do  not  encounter  in  other  situations.   This  is  not  true. 

Virtually  all  major  commercial  insurance  companies  in  the  United  States 
have  accommodated  administrative  procedures  to  independent  billing  for  pro- 
fessional services  by  radiologists. 
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In  addition,  Blue  Shield  and  Blue  Cross  plans  in  most — though  not  all — of 
the  states  have  cooperated  in  accommodating  to  independent  billing  without 
penalizing  those  insured  by  these  plans.  In  general,  where  insurers,  physicians 
and  hospitals  have  worked  in  a  cooperative  way,  problems  have  been  minimal. 
Where  a  cooperative  spirit  has  been  absent,  normally  due  to  adamant  opposition 
to  independent  billing  by  Blue  Cross  and  some  hospitals,  problems  have  occurred. 
In  all  cases,  however,  problems  are  being  resolved  and  patient  services  have  not 
been  disrupted. 

AMBULATORY  PATIENT  SERVICES 

We  can  see  a  logic  in  placing  medical  services  received  by  ambulatory  patients, 
whether  in  omces,  clinics  or  as  out-patients,  in  the  same  medical  service  section 
of  the  law,  Part  B,  and  subject  to  the  same  requirements  relating  to  deductibles 
and  co-insurance.  These  services  can  be  placed  under  Part  B,  without  creation 
of  a  separate  Part  C.  We  will  be  pleased  to  suggest  suitable  language  at  the 
request  of  the  Committee. 

RELATING  CHARGES  TO  COSTS 

We  strongly  support  retention  of  the  requirement  that  hospitals  relate  their 
charges  to  costs  of  services  provided  on  a  departmental  basis.    This  is : 

!  Requiring  hospitals  to  relate  their  charges  to  costs  of  services  actually 
performed ; 

2.  Causing  hospitals  to  cease  subsidizing  bed  costs  from  other  sources  of 
income  such  as  the  pharmacy  and  department  of  radiology  ;  and 

3.  Permitting  patients  (and  medicare)  to  pay  only  for  the  costs  of  services 
received  without  unknowingly  paying  the  costs  of  services  received  by  other 
patients. 

We  believe  that  this  will  result  in  a  reduction  of  charges  against  medicare 
in  radiology.  When  this  sort  of  honest  accounting  is  extended  to  all  patients, 
it  will  provide  broad  information  as  to  what  various  services  cost.  This  sort 
of  information  is  vital  to  efforts  to  reduce  waste  and  unnecessary  costs. 

STATEMENT  OF  CHARGES 

While  the  bill  may  not  be  properly  before  the  Committee  at  this  time,  we 
would  like  to  express  our  support  of  the  principle  embodied  in  H.R.  5509,  intro- 
duced by  Congressman  Vanik.  This  will  permit  beneficiaries  to  be  reimbursed 
by  medicare  upon  the  basis  of  an  itemized  statement  of  charges,  rather  than 
requiring  a  receipted  bill.  It  is  true  that  under  the  statement  of  charges 
method  physicians  run  the  risk  of  not  being  paid  by  medicare  patients,  but  this 
is  now  true  of  doctor  billings  to  other  patients.  We  support  this  principle  for 
application  within  P.L.  89-97  in  the  interests  of  the  individuals  for  whom  the 
law  was  designed. 

AHA  SUGGESTION 

The  American  Hospital  Association  has  suggested  that  the  internal  revenue 
code  be  amended  so  as  to  grant  to  certain  joint  endeavors  organized  by  tax 
exempt  hospitals  the  same  tax  exemptions  enjoyed  by  the  hospitals  organizing 
the  ventures.  Without  reference  to  details  on  which  we  are  not  expert,  we 
record  our  support  of  this  suggestion  on  the  thesis  that  it  will  assist  in  lowering 
the  costs  of  hospital  care. 

SECTION   12  G 

Without  reference  to  the  precise  language  used,  we  support  extension  of  health 
insurance  reimbursement  eligibility  to  federal  facilities  as  proposed  in  Section 
126  if  these  federal  facilities  are  simultaneously  required  to  operate  under  the 
same  regulations,  including  those  pertaining  to  accounting,  as  are  imposed  on 
other  hospitals. 

SECTION  131 

While  radiologists  do  not  usually  admit  patients  to  hospitals,  we  support 
Section  131  eliminating  the  requirement  that  the  admitting  physician  specially 
certify  the  need  for  in-patient  hospital  services  at  the  time  the  individual  enters 
the  hospital.  In  this  same  connection,  we  believe  that  it  should  be  made  clear 
that  an  admitting  physician  should  not  need  to  recertify  the  necessity  of  care 
earlier  than  the  20th  day  of  such  care. 
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SECTION  162 

On  the  thesis  that  the  purchase  of  durable  medical  equipment  will  sometimes 
be  less  costly  than  the  rental  of  such  equipment,  we  support  Section  162  permitting 
such  purchases  under  regulations  prescribed  by  the  Secretary. 

This  concludes  our  statement,  Mr.  Chairman.  On  behalf  of  the  American 
College  of  Radiology,  I  again  thank  the  Committee  for  thi,s  opportunity  to  present 
our  views.  Doctor  Calhoun  and  I  will  be  glad  to  try  to  answer  any  questions 
you  or  members  of  the  Committee  may  have. 

Dr.  Buchanan.  We  will  principally  discuss  section  130.  We  be- 
lieve that  this  proposal  to  create  a  new  part  C  in  title  XVIII  of  Public 
Law  89-97  should  not  be  enacted  at  this  time  because : 

1.  It  is  being  prematurely  offered  on  the  basis  of  insufficient  ex- 
perience with  the  law; 

2.  It  will  promote  misuse  of  hospital  facilities  and  add  to  the  cost 
of  part  A; 

3.  It  discriminates  against  radiology  in  a  way  that  will  injure  the 
future  of  medical  care;  and 

4.  Amendment  of  present  regulations  to  facilitate  administration  is 
preferable  to  substantive  amendment  of  the  law. 

The  American  College  of  Kadiology  endorsed  the  elimination  of 
discriminatory  provisions  affecting  radiology  contained  in  earlier 
legislative  proposals  ever  since  H.R.  6767  was  recommended  by  this 
committee. 

Following  the  signing  of  Public  Law  89-97  by  President  Johnson  we 
pledged  our  best  efforts  to  make  the  law  work  as  written.  We  have 
done  our  best  to  fulfill  that  pledge.  Our  written  statement  briefly 
notes  our  activities. 

As  a  part  of  these  activities  we  have  conducted  several  surveys  of 
all  college  members  to  determine  how  many  radiologists  have  adapted 
their  practice  procedures  to  conform  to  the  part  A/part  B  thesis 
written  into  Public  Law  89-97. 

From  May  1966  to  March  1967  the  number  increased  tenfold.  In 
less  than  a  year  more  than  half  of  the  radiologists  practicing  in  volun- 
tary hospitals  have  brought  their  billing  operations  into  compliance 
with  the  requirements  of  Public  Law  89-97.  This  represents  substan- 
tial progress  in  complying  with  what  we  believe  to  have  been  the  will 
of  Congress. 

In  respect  to  the  implementation  of  the  program,  we  have  also 
responded  to  publication  of  regulations  by  filing  suggestions  that  we 
believed  would  best  fulfill  the  congressional  intent  in  regard  to  radi- 
ology and  facilitated  administration  of  the  law. 

In  connection  with  "Principles  of  Reimbursement  for  Services  by 
Hospital-Based  Physicians,"  20  CFR,  part  405,  subpart  D,  our  advice 
was  not  accepted  by  HEW.  We  noted  that  the  term  "hospital-based 
physicians"  appears  nowhere  in  Public  Law  89-97  and  that  on  the 
contrary,  the  Conference  Committee  on  H.R.  6675  and  eliminated  from 
the  law  special  language  in  regard  to  radiology  and  pathology,  the 
two  specialties  specifically  cited  in  the  regulations  as  "hospital-based." 

Our  1959  survey  showed  that  even  then  only  15  percent  of  all  so- 
called  hospital-based  physicians  were  radiologists,  and  we  now  know 
that  only  about  half  of  all  radiologists  receive  even  a  portion  of  their 
income  from  or  through  a  hospital. 
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We  predicted  difficulties  from  creation  of  the  "hospital-based  physi- 
cian" concept  in  the  regulations  and  we  believe  we  were  correct. 

Mr.  Chairman,  our  written  statement  discusses  the  problems  cre- 
ated by  the  regulations  and  how  they  might  be  cured  by  amendment. 

Briefly,  the  regulations  require  a  fractionation  of  the  fees  for  per- 
sonal services  of  radiologists  m  a  manner  historically,  practically,  and 
equitably  unsound.  This  error  in  the  regulations  is  based  on  the 
proposition  that  patient  services  performed  by  radiologists  are  differ- 
ent from  services  performed  by  other  physicians.  This  is  not  in 
keeping  with  the  facts. 

Radiologists  in  each  instance  perf  orm  an  individual  personal  service 
for  a  patient.  In  performing  physician  examinations  of  patients  by 
using  X-rays,  we  personally  do  all  fluoroscopy  and  interpret  every 
film,  prepare  a  report  on  every  examination,  consult  with  other  physi- 
cians, and  many  of  us  inject  drugs  and  do  other  things  used  in  complex 
procedures  and  wait  with  patients  to  handle  possible  adverse  reactions. 

In  our  practice  we  use  assistants,  radio  technologists,  but  general 
practitioners  and  other  physicians  use  assistants  to  give  shots  and 
other  assistants  in  rendition  of  medicine.  Throughout  medicine  all 
doctors  use  the  services  of  trained  assistants. 

All  treatments  with  radiation  are  individualized  for  the  particular 
patient  and  are  performed  personally  or  directly  supervised  by  a 
radiologist.  In  treating  with  radiation  a  radiologist  must  decide  how 
and  when  to  treat  each  individual  patient. 

In  diagnosis  a  radiologist  is  a  consultant,  very  much  like  a  con- 
sultant in  internal  medicine,  ophthalmology,  otolaryngology,  ortho- 
pedics, neurology,  urology,  and  the  like;  when  a  radiologist  treats  a 
patient  with  radiation  his  role  is  analogous  to  that  of  the  surgeon, 
internist  or  general  practitioner. 

The  Department  of  Health,  Education,  and  Welfare  has  recognized 
that  radiology  is  a  consultant  medical  service  when  practiced  in  the 
private  office.  Problems  in  administering  medicare  can  be  minimized 
by  recognizing  that  radiology  is  a  consultative,  even  therapeutic 
medical  specialty,  where  it  is  practiced. 

Mr.  Chairman,  we  would  now  turn  to  section  130. 

The  basic  concept  of  a  separate  part  C  within  title  XVIII  of 
Public  Law  89-97  like  provisions  of  the  Senate  version  of  H.R.  6675 
(the  Douglas  amendment  )  segregates  physicians'  services  in  radiology 
from  like  patient  services  of  other  physicians  which  will  continue 
to  be  covered  under  part  B.  This  is  innately  discriminatory  and 
injurious  to  future  patient  service  in  this  specialty. 

Mr.  Chairman,  we  recall  when  you,  acting  for  the  committee, 
submitted  the  report  on  H.R.  6675  to  the  House,  you  stated  in  part : 

Like  other  physicians'  services,  the  services  of  radiologists,  anesthesiologists, 
and  other  physicians  employed  'by  the  hospital,  or  working  through  the  hospital, 
would  be  paid  for  under  the  voluntary  supplementary  plan ;  such  services  would 
not  be  covered  under  the  hospital  insurance  plan. 

Part  C  we  believe  completely  violates  this  concept.  Part  C  treats 
the  professional  services  of  radiologists  to  patients  as  hospital  services 
and  pointedly  removed  these  physicians'  services  from  the  section  of 
the  law  under  which  physicians'  services  are  normally  covered. 
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Part  C  permits  precisely  what  is  not  permitted  in  Public  Law  89-97. 
It  is,  in  effect,  a  resubmission  of  the  Douglas  amendment. 

Part  C  will  promote  administrative  interference  in,  and  hospital 
domination  of,  the  practice  of  radiology.  This  is  contrary  to  the 
public  interest  and  the  interests  of  individual  patients.  This  adverse 
treatment  will  surely  affect  recruitment. 

The  difficult  task  of  recruiting  bright  young  doctors  into  radiology 
has  been  made  harder  because  of  the  threat  of  being  segregated  from 
medical  practice  by  definition  as  a  hospital  service  under  Federal  law. 

We  will  not  belabor  the  critical  manpower  shortage  in  radiology  in 
this  statement.  A  report  to  the  Surgeon  General  prepared  by  the 
National  Advisory  Committee  on  Radiation  submitted  April  1966, 
tells  the  story. 

Two  brief  quotes  from  page  13  sharply  define  the  problem : 

Indeed,  it  appears  that  the  number  of  radiologists  needed  in  the  United  States 
is  almost  twice  as  great  as  the  number  actually  available. 

The  report  continues: 

If  present  growth  rates  in  clinical  demand  continue,  the  need  for  physician 
manpower  in  the  radiological  sciences  seems  likely  to  rise  to  a  level  of  three 
or  more  times  current  supply  by  1975,  that  is  to  a  level  of  from  20,000  to  25,000 
radiologists  in  ten  years.  Such  a  need  presents  a  disturbing  picture  to  those 
responsible  for  the  nation's  health.  It  is  clear  that  major  attention  must  be 
given  to  the  problems  of  radiological  manpower  as  quickly  as  possible. 

Removing  the  services  of  radiologists  from  part  B  and  placing  them 
in  a  separate  part  C  would  represent  a  critical  blow  to  recruitment 
in  radiology.  This  blow  is  not  supportable  simply  by  a  desire  to  elim- 
inate one  of  the  many  solvable  administrative  problems. 

There  is  also,  Mr.  Chairman,  the  matter  of  misuse  of  hospital  facili- 
ties. 

Part  C  as  proposed  would  eliminate  all  coinsurance  and  deductibles 
for  persons  receiving  radiology  services  as  in-patients  at  hospitals.  A 
deductible  and  coinsurance  would  be  retained  for  those  receiving  serv- 
ices on  an  ambulatory  basis. 

This  establishes  a  financial  advantage  for  a  patient  to  receive  radi- 
ology services  while  occupying  a  hospital  bed.  Hospitalizing  diag- 
nostic cases  in  order  to  save  patients  money  is  a  common  occurrence 
and  a  frequently  cited  abuse  of  hospital  facilities.  A  1959  Opinion 
Research  Corp.  survey  conducted  for  the  Medical  Society  of  Mary- 
land, for  example,  underlines  this  fact. 

Hospital  beds  are  expensive  to  build.  The  American  Hospital  Asso- 
ciation has  testified  that  hospital  operating  costs,  up  to  15  percent  in 
1966,  are  expected  to  rise  by  a  similar  factor  annually  for  the  next 
several  years. 

These  considerations  all  argue  against  stimulating  hospitalization 
of  patients  by  placing  diagnostic  radiologic  procedures  under  the 
terms  of  part  A  as  proposed  in  part  C. 

We  believe  that  the  proposed  amendment  is  now  premature. 

We  have  noted  our  support  of  provisions  affecting  radiology  in 
Public  Law  89-97.  Preliminary  regulations  were  published  on  June 
28,  1966,  only  2  days  before  the  law  went  into  effect.  Final  regula- 
tions were  published  only  6  months  ago. 
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Because  medicare  is  such  a  tremendous  undertaking,  voluminous 
and  sometimes  conflicting  explanations  of  regulations  have  been  issued 
to  part  A  intermediaries  and  part  B  carriers. 

The  law  as  written  has  not  been  given  time  to  work  and  sufficient 
time  has  not  elapsed  to  eliminate  problems  in  administration  insofar 
as  radiology  is  concerned.  It  would  be  premature  to  amend  the  law 
on  the  basis  of  such  limited  experience. 

It  has  been  stated  in  HEW  presentations  that  separate  and  inde- 
pendent billing  for  patient  services  by  radiologists  is  unique  to  medi- 
care beneficiaries.   This  is  simply  not  true. 

Virtually  all  major  commercial  insurance  companies  in  the  United 
States  have  accommodated  administrative  procedures  to  independent 
billing  for  professional  services  by  radiologists. 

In  addition,  Blue  Shield  and  Blue  Cross  plans  in  most  States  have 
cooperated  in  accommodating  to  independent  billing  without  penal- 
izing those  insured  by  these  plans.  In  general,  where  insurers,  physi- 
cians, and  hospitals  have  worked  in  a  cooperative  way,  problems  have 
been  minimal. 

Where  a  cooperative  spirit  has  been  absent,  normally  due  to  adamant 
opposition  to  independent  billing  by  Blue  Cross  and  some  hospitals, 
problems  have  occurred. 

In  all  cases,  however,  problems  are  being  resolved  and  patient  serv- 
ices have  not  been  disrupted. 

Section  130  deals  specifically  with  ambulatory  patient  services 
also. 

We  can  see  a  logic  in  placing  medical  services  received  by  ambula- 
tory patients,  whether  in  offices,  clinics,  or  as  outpatients,  in  the  same 
medical  service  section  of  the  law,  part  B,  and  subject  to  the  same  re- 
quirements relating  to  deductibles  and  coinsurance.  These  services 
can  be  placed  under  part  B,  without  creation  of  a  separate  part  C. 
And  we  will  be  pleased  to  suggest  suitable  language  at  the  request  of 
the  committee. 

Public  Law  89-97  requires  that  hospitals  relate  charges  to  costs. 

We  strongly  support  retention  of  the  requirement  that  hospitals 
relate  their  charges  to  costs  of  services  provided  on  a  departmental 
basis. 

We  believe  that  this  will  result  in  a  reduction  of  charges  against 
medicare  in  radiology.  When  this  sort  of  accounting  is  extended  to 
all  patients,  it  will  provide  broad  inf  ormation  as  to  what  various  serv- 
ices cost.  This  sort  of  information  is  vital  to  efforts  to  reduce  waste 
and  unnecessary  costs. 

In  closing,  we  would  like  to  express  our  support  of  the  principle 
embodied  in  H.E.  5509,  introduced  by  Congressman  Vanik.  This  will 
permit  beneficiaries  to  be  reimbursed  by  medicare  upon  the  basis  of  an 
itemized  statement  of  charges,  rather  than  requiring  a  receipted  bill. 
It  is  true  that  under  the  statement  of  charges  method  physicians  run 
the  risk  of  not  being  paid  by  medicare  patients,  but  this  risk  is  now 
true  of  billings  to  other  patients  as  well. 

This  concludes  our  statement,  Mr.  Chairman.  On  behalf  of  the 
American  College  of  Kadiology,  I  again  thank  the  committee  for  this 
opportunity  to  present  our  views.  Doctor  Calhoun  and  I  will  be  glad 
to  try  to  answer  any  questions  you  or  members  of  the  committee  may 
have. 
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Dr.  Calhoun.  Mr.  Chairman,  I  would  like  to  have  included  in  the 
record  at  this  point  a  copy  of  a  letter  addressed  to  me  by  the  Arkansas 
Blue  Cross  and  Blue  Shield,  Inc.,  regarding  the  successful  implemen- 
tation of  Public  Law  89-97  in  Arkansas  with  respect  to  the  services  of 
radiologists. 

The  Chairman.  Without  objection  it  will  be  included  in  the  record 
at  this  point. 

(The  letter  referred  to  follows :) 

Arkansas  Blue  Cross  and  Blue  Shield,  Inc., 

April  3,  1967. 

Joseph  D.  Calhoun,  M.D., 
%  Radiology  Associates, 
500  South  University, 
Little  Rook,  Ark. 

Dear  Dr.  Calhoun  :  For  your  information  I  would  like  to  outline  below  some 
of  the  reasons  Blue  Shield  in  Arkansas  was  able  to  successfully  implement 
Public  Law  89-97  in  Arkansas  as  far  as  radiologists  were  concerned. 

As  you  recall,  Dr.  Calhoun,  radiologists  in  Arkansas  had  been  attempting  to 
separate  the  professional  component  from  the  hospital  charges  for  many  months 
prior  to  the  passage  of  Public  Law  89-97.  In  February  of  1966  a  committee 
from  the  Arkansas  Radiological  Society  melt  with  members  of  our  staff  and  dis- 
cussed the  problems  confronting  them  in  their  efforts  to  separate  themselves 
from  the  hospital.  After  three  or  four  meetings  with  this  committee,  and  after 
definitely  determining  that  Blue  Shield  would  be  able  to  make  payment  for  the 
professional  component  as  well  as  Blue  Cross  paying  for  the  hospital  component, 
radiologists  all  over  the  state  met  with  their  respective  hospitals  and  worked  out 
arrangements  whereby  radiologists  would  bill  direct  on  all  patients  effective 
July  1,  1966.  Although  some  radiologists  were  not  able  to  make  this  break  on 
July  1,  1966,  most  had  accomplished  it  by  December  31,  1966,  and  on  January  1, 
1967  almost  all  radiologists  in  the  state  were  billing  directly  to  the  patient  for 
the  professional  component  for  radiological  services.  The  committee  from  the 
Arkansas  Radiological  Society  was  instrumental  in  helping  us  devise  a  very 
simple  claims  form  that  could  be  used  for  their  billing  and  all  radiologists  are 
now  using  this  form ;  incidentally,  in  my  opinion  and  I  think  in  the  opinion  of 
most  radiologists  throughout  the  state,  the  system  has  been  highly  successful 
from  the  patient's  standpoint  as  well  as  the  physician's. 

We  have  found  that  in  the  area  of  radiology,  because  of  the  concerted  efforts 
on  their  part  to  itemize  the  specific  services  or  procedures  performed,  that  the 
acceptance  of  an  assignment  by  a  physician  is  not  as  necessary  as  it  is  in  other 
specialties  of  medicine.  In  fact,  because  of  the  administrative  problems  created 
by  the  $50  deductible  under  Public  Law  89-97,  it  has  usually  been  to  the  advan- 
tage of  the  radiologists  and  to  the  patient  to  not  accept  assignment  and  to  make 
his  billings  directly  to  the  patient  and  collect  from  him.  The  radiologist  then 
provides  an  itemized,  paid  in  full  bill  to  the  patient  and  the  patient  can  then  re- 
cover his  expenses  from  Blue  Shield.  The  acceptance  of  assignment  in  the 
areas  of  Pathology,  Radiology,  and  Anesthesiology  has,  in  most  instances,  proved 
to  be  unsatisfactory  to  the  physician  as  well  as  the  patient.  I  think  the  main 
reason  for  this  is  the  fact  that  again,  in  these  three  specialties  of  medicine,  the 
bills  usually  are  submitted  more  promptly  and  in  most  instances  the  bill  is  less 
that  $50  and  consequently,  it  still  leaves  these  three  particular  specialties  col- 
lecting directly  from  the  patient  in  most  instances,  regardless  of  whether  assign- 
ment is  accepted  or  not  accepted. 

It  has  been  a  real  pleasure,  Dr.  Calhoun,  working  with  you  and  your  group, 
and  I  can  assure  you  that  if  Blue  Shield  can  at  any  time  in  the  future  be  of 
service  to  you,  please  let  us  know. 
Sincerely, 

Sam  M.  Butler,  President. 

The  Chairman.  We  thank  both  of  you  for  bringing  to  us  the  views 
of  the  American  College  of  Radiology. 

Are  there  any  questions  of  these  distinguished  gentlemen  ? 
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If  not,  we  thank  you  again.    You  may  be  assured  that  we  will  go 
through  your  fuller  statement  and  it  will  be  made  a  part  of  the  record. 
Thank  you. 

Dr.  Buchanan.  Thank  you. 
Dr.  Calhoun.  Thank  you. 

The  Chairman.  Our  next  witness  is  Dr.  Volpitto,  representing  the 
American  Society  of  Anesthesiologists.  If  you  will  identify  your- 
self for  the  record  and  correctly  pronounce  your  name  if  I  mispro- 
nounced it  we  will  be  glad  to  recognize  you,  sir. 

STATEMENT  OF  DR.  PERRY  P.  VOLPITTO,  PAST  PRESIDENT,  AMER- 
ICAN SOCIETY  OF  ANESTHESIOLOGISTS;  ACCOMPANIED  BY  JOHN 
LANSDALE,  COUNSEL 

Dr.  Volpitto.  Mr.  Mills,  the  name  is  properly  pronounced  Volpitto. 

Members  of  the  committee,  my  name  is  Perry  P.  Volpitto,  M.D., 
professor  and  chairman  of  the  Department  of  Anesthesiology  at  the 
Medical  College  of  Georgia  and  director  of  anesthesiology  of  the 
Eugene  Talmadge  Memorial  Hospital  of  Augusta,  Ga. 

The  Chairman.  We  are  pleased  to  have  you  with  us  today,  sir,  and 
if  you  would  identify  the  gentleman  at  the  table  with  you  we  would 
appreciate  it. 

Dr.  Volpitto.  With  me,  Mr.  Mills,  is  Mr.  John  Lansdale, 
whole  for  many  years  has  been  counsel  for  the  American  Society  of 
Anesthesiologists. 

The  Chairman.  We  are  pleased  to  have  you  with  us.  You  are 
recognized,  sir. 

Dr.  Volpitto.  I  am  appearing  on  behalf  of  and  as  past  president  of 
the  American  Society  of  Anesthesiologists,  Inc.  I  testified  on  this 
same  subject  before  the  Senate  Finance  Committee  in  1965  and  I  am 
chairman  of  our  society's  Committee  on  Legislative  Activities. 

I  am  here  to  oppose  H.R.  5751  which  would  amend  title  XVIII  of 
the  Social  Security  Act  to  include  payment  under  part  A  thereof  of 
the  costs  of  hospital  inpatient  professional  services  in  the  fields  of 
pathology,  radiology,  physiatry,  and  anesthesiology  furnished  by  a 
hospital  or  by  others  under  mutually  agreeable  arrangements  between 
the  persons  providing  such  services  and  the  hospital. 

As  you  know,  the  Social  Security  Amendments  of  1965,  Public 
Law  89-97,  cover  such  services  as  physicians'  services  under  part  B  of 
title  XVIII.  In  our  judgment  this  arrangement  should  be  retained 
and  H.R.  5751  and  similar  proposals  should  be  rejected. 

The  facts  which  I  will  present  will  necessarily  be  confined  to  the  ad- 
verse effect  upon  anesthesiology  of  any  legislation  which  would  clas- 
sify this  specialty  as  a  hospital  service  in  any  degree  or  to  any  extent. 

An  anesthesiologist  is  a  physician  who  specializes  not  only  in  anes- 
thesia as  related  to  surgery  and  obstetrics,  but  also  in  resuscitation, 
whether  respiratory  or  cardio-respiratory  in  nature,  management  of 
coma  from  drug  overdosage,  inhalation  therapy  as  applied  to  acute 
and  chronic  pulmonary  conditions,  management  of  the  patient  in 
shock,  whether  it  be  a  medical  or  surgical  problem,  and  the  diagnosis 
and  management  of  acute  or  chronic  pain  occurring  other  than  during 
surgical  procedures.  This  medical  specialty  is  known  as  anes- 
thesiology. 
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The  physician  who  specializes  in  anesthesiology  is  to  be  distin- 
guished from  the  technician  or  nurse  anesthetist  who  may  perform  the 
physical  act  of  administering  anesthesia  under  the  direction  of  and 
upon  the  responsibility  of  a  physician. 

Normally  the  anesthesiologist  practices  in  the  same  manner  as  other 
physicians  who  have  direct  contact  with  patients  in  a  hospital.  They 
bill  and  collect  for  their  own  services.  There  are  no  circumstances 
requiring  or  suggesting  any  financial  relationship  with  the  hospital 
and  in  recent  years  there  has  not  normally  been  any. 

Therefore,  in  health  insurance  programs,  coverage  for  anesthesiol- 
ogy is  normally  found  among  the  provisions  for  physicians'  services 
and  not  in  the  provisions  relating  to  hospital  services. 

The  latter,  however,  normally  provide  for  nurse  anesthetists  who 
are  usually,  like  surgical  nurses,  hospital  employees.  This  is  a  matter 
which  has  deeply  concerned  my  specialty  for  many  years,  and  I  can 
assure  the  committee  that,  overwhelmingly,  anesthesiology  is  practiced 
like  other  specialties  involving  direct  patient  contact  and,  overwhelm- 
ingly, anesthesiologists  bill  and  collect  for  their  own  services. 

These  basic  facts  were  fully  recognized  in  the  Social  Security 
Amendments  of  1965  and  there  is  no  evidence  to  our  knowledge  in- 
dicating that  the  present  arrangements  are  not  operating  satisfactorily. 

The  necessary  effect  of  amending  the  act  to  classify  anesthesiology 
as  a  hospital  service  would  be  to  subject  physicians  specializing  in 
anesthesiology  to  tremendous  pressure  to  become  employees  of  hospit- 
als so  as  to  permit  hospitals  to  bill  and  collect  for  their  services,  in 
order  for  the  beneficiaries  of  medicare  to  receive  the  benefits  intended. 

This  seems  unfair  and  we  are  sure  that  it  is  unwise.  The  anesthesiol- 
ogists have  spent  many  years  getting  out  of  this  very  position. 
Anesthesiology  is  one  of  the  newest  of  the  medical  specialties.  It  has 
made  enormous  strides  during  recent  years. 

Somewhat  belatedly  physicians  have  recognized  anesthesiology  as 
a  vital  aspect  of  the  practice  of  medicine  and  the  number  of  anesthesi- 
ologists has  increased  at  a  rapid  rate.  It  is  now  clear  that  continued 
advances  in  the  art  of  anesthesia  and  increases  in  the  number  of  phy- 
sicians devoted  to  it  are  of  prime  importance  to  the  continued  advance 
of  surgery,  the  care  of  elderly  and  "poor  risk"  patients. 

The  stature  of  anesthesia  as  an  independent  medical  specialty,  prac- 
ticed like  other  medical  specialties  which  involve  intimate  contact 
with  the  patient,  is  of  crucial  importance  in  continuing  to  attract 
able  young  physicians  to  the  specialty. 

For  this  reason  the  specialty  has  made  an  enormous  effort  to  bring 
the  mode  of  practice  of  anesthesiology  into  line  with  the  standards 
which  exist  for  the  other  clinical  specialties.  This  effort  has  now 
succeeded  to  a  substantial  degree. 

Recently  the  society  conducted,  with  professional  assistance,  an 
intensive  survey  of  the  specialty  with  particular  attention  to  how  it 
could  attract  still  larger  numbers  of  able  young  physicians  and  improve 
the  coverage  and  care  provided  for  patients. 

This  survey  demonstrates  beyond  peradventure  that  it  is  vital 
to  the  future  of  the  specialty  that  the  anesthesiologist  practice  as 
other  independent  physicians  and  not  as  a  hospital  service. 
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The  enactment  of  H.K.  5751  and  the  consequent  inclusion  of  anesthe- 
siology in  medicare  as  a  hospital  service  would,  we  sincerely  believe, 
have  a  very  serious  adverse  impact  upon  the  practice  of  medicine  and 
thus  upon  the  beneficiaries  of  medicare,  without  any  substantial  off- 
setting benefits  to  them.  We,  therefore,  urge  most  strongly  that  H.K. 
5751  and  all  similar  proposals  be  rejected. 

Mr.  Chairman,  I  wish  to  thank  you  and  the  distinguished  members 
of  this  committee  for  allowing  me  to  present  this  statement  for  the 
American  anesthesiologists. 

The  Chairman.  Dr.  Yolpitto,  we  appreciate  your  bringing  to  us 
the  statement  of  the  American  Society  of  Anesthesiologists.  We  ap- 
preciate your  being  with  him  at  the  witness  table,  Mr.  Lansdale. 

Your  summary  sheet  attached  to  your  statement  will  be  placed  at 
this  point  in  the  record. 

Dr.  Yolpitto.  Thank  you,  Mr.  Chairman. 

(The  summary  referred  to  follows :) 

SUMMARY  SHEET 

1.  The  American  Society  of  Anesthesiologists  opposes  H.R.  5751  and  all  similar 
proposals. 

2.  Specifically  with  respect  to  anesthesiology,  the  provisions  of  Public  Law 
89-97  appear  to  be  working  satisfactorily  and  no  need  to  change  that  Act  in 
respect  of  the  provision  of  services  of  anesthesiologists  to  the  beneficiaries  of  the 
Act  is  or  has  ben  made  evident. 

3.  Anesthesiology  is  normally  practiced  in  the  same  manner  as  other  specialties 
practiced  in  the  hospital,  such  as  surgery,  where  direct  contact  between  physi- 
cians and  patient  is  involved,  and  overwhelmingly,  anesthesiologists  bill  and  col- 
lect for  their  own  services.  Classification  of  anesthesiology  as  a  hospital  service, 
in  any  degree,  as  contemplated  by  H.R.  5751,  would  subject  its  practitioners  to 
tremendous  pressure  to  become  hospital  employees  so  as  to  permit  hospitals  to 
bill  and  collect  for  their  servicesi,  thus  reversing  the  trend  toward  independence 
which  has  resulted  from  the  efforts  of  the  profession  over  many  years. 

4.  While  substantial  progress  has  been  made,  there  is  still  a  serious  deficiency 
of  physicians  in  this  specialty.  The  success  of  efforts  to  recruit  larger  numbers 
of  able  young  physicians  and  to  improve  the  coverage  and  care  of  patients  vitally 
depend  upon  maintaining  the  status  of  anesthesiologists  as  independent  physi- 
cians. Classification  of  this  specialty  as  a  hospital  service  in  any  degree,  as 
contemplated  by  H.R.  5751,  would  be  destructive  of  such  efforts,  with  a  serious 
adverse  impact  upon  the  practice  of  medicine  and  thus  upon  the  beneficiaries  of 
Medicare.  Nor  would  such  classification  provide  any  substantial  offsetting 
benefits  to  such  beneficiaries. 

The  Chairman.  Are  there  any  questions  of  Dr.  Yolpitto  ? 

If  not,  we  thank  you. 

Dr.  Volpitto.  Thank  you  very  much. 

The  Chairman.  Our  next  witness  is  our  longtime  friend  John  F. 
Nagle,  the  chief  of  the  Washington  office  of  the  National  Federation 
of  vthe  Blind.  We  appreciate  very  much,  Mr.  Nagle,  your  coming  to 
the  committee  and  if  you  will  identify  yourself  for  the  record  we  will 
be  glad  to  recognized  you,  sir. 

STATEMENT  OP  JOHN  F.  NAGLE,  CHIEF,  WASHINGTON  OFFICE, 
NATIONAL  FEDERATION  OF  THE  BLIND 

Mr.  Nagle.  Thank  you,  Mr.  Chairman.  Mr.  Chairman  and  mem- 
bers of  the  committee,  my  name  is  John  F.  Nagle.  I  am  chief  of  the 
Washington  office  of  the  National  Federation  of  the  Blind.  My  ad- 
dress is  1908  Q  Street  NW.,  Washington,  D.C.  20009. 
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The  Chairman.  We  are  pleased  to  have  you  with  us  today  and  if 
you  omit  any  part  of  your  statement,  Mr.  Nagle,  do  so  with  the 
knowledge  that  the  entire  statement  will  be  made  a  part  of  the  record. 

Mr.  Nagle.  Thank  you,  Mr.  Chairman. 

Since  the  founding  of  our  organization  in  1940,  Mr.  Chairman,  the 
National  Federation  of  the  Blind  has  supported  the  various  Presiden- 
tial efforts  to  strengthen  and  improve  the  social  insurance  programs, 
the  "rights"  programs  of  the  Social  Security  Act. 

We  are  pleased  to  join  with  another  President,  Lyndon  Johnson,  in 
support  of  the  provision  of  H.E.  5710  to  amend  and  broaden  titles 
II  and  XVIII  of  the  Social  Security  Act. 

Specifically,  Mr.  Chairman,  we  endorse  and  urge  adoption  of  sec- 
tion 103,  that  would  raise  the  level  of  social  security  payments  to  a 
point  where  a  more  adequate  standard  of  living  would  be  possible  for 
retired  and  disabled  beneficiaries  and  their  dependents. 

Even  though  such  persons  now  receive  the  maximum  allowable 
amount,  they  still  have  a  great  need  for  the  proposed  15-percent  in- 
crease in  their  payments  to  be  able  to  meet  always  rising  living  costs. 

And  persons  receiving  the  minimum  monthly  payments  of  $44,  cer- 
tainly have  even  a  greater  need  for  the  proposed  increase  provided  for 
in  this  section  of  the  pending  bill. 

We  endorse  and  vigorously  support  section  105  of  H.K.  5710,  which 
would  permit  disabled  widows  to  qualify  for  cash  benefits  before 
attaining  the  age  of  62. 

We  believe  this  is  a  very  good  proposal.  Its  enactment  into  law 
would  alleviate  much  hardship.  For  it  would  provide  a  greater  meas- 
ure of  security  to  disabled  wives  who  draw  secondary  social  security 
benefits  through  their  retired  or  disabled  husbands. 

It  would  allow  them  to  continue  receiving  such  benefits  in  their  own 
right.  A  husband's  death  would  no  longer  force  them  to  resort  to 
public  welfare  in  their  need. 

Section  104  of  H.R.  5710  provides  for  increased  monthly  payments 
to  persons  72  years  of  age  and  over  who  were  included  by  a  previous 
Congress  under  title  II  of  the  Social  Security  Act — even  though  they 
failed  to  work  long  enough,  or  failed  to  work  at  all,  in  social  security 
covered  employment. 

Mr.  Chairman,  the  National  Federation  of  the  Blind  approves  sec- 
tion 105  of  H.R.  5710 — but  even  more,  Mr.  Chairman,  we  approve  the 
enlightened  actions  taken  by  Congress  by  making  it  possible,  because 
of  very  persuasive  circumstances,  for  certain  men  and  women,  ineli- 
gible for  social  security  payments  in  accordance  with  regular  require- 
ments, to  qualify  for  such  payments  by  liberalizing  the  law  for  their 
advantage  and  benefit. 

We  believe  that  the  provisions  of  the  Social  Security  Act  must  fre- 
quently be  reexamined,  as  was  done  in  the  case  of  persons  72  years  of 
age  and  over,  and  when  special  circumstances  justify,  when  legal  pro- 
vision defeats  program  purpose  and  benefits  are  withheld  from  certain 
persons  economically  and  socially  handicapped  by  age  or  disability, 
then  the  law  must  be  changed. 

Congress  recognized  the  special  circumstances,  the  handicapping 
circumstances,  of  persons  72  years  of  age  and  over,  and  made  the  nec- 
essary changes  in  the  law  to  benefit  these  people,  and  because  of  it, 
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men  and  women  formerly  precluded  from  receiving  social  security 
payments  are  able  to  qualify  and  draw  payments. 

We  ask  this  committee,  therefore,  to  also  consider  the  special  cir- 
cumstances, the  handicapping  and  restricting  circumstances,  of  blind 
persons  now  denied  disability  insurance  benefits  because  they  failed 
to  work  long  enough  in  covered  employment  to  meet  the  20  of  the  last 
40  quarters  eligibility  requirement  in  present  law. 

We  ask  and  urge  you  to  liberalize  the  disability  insurance  law  for 
blind  persons,  by  providing  that  they  may  establish  eligibility  for 
payments  when  they  have  worked  six  quarters  in  social  security 
covered  work. 

For  this  purpose,  we  offer  H.R.  3064  as  an  amendment  to  H.R.  5710. 

H.R.  3064,  introduced  in  the  House  by  the  distinguished  Congress- 
man Cecil  R.  King  of  this  committee,  is  identical  to  the  Humphrey 
amendment,  which  passed  the  U.S.  Senate  in  1964  by  a  voice  vote 
with  no  vote  in  dissent,  and  H.R.  3064  is  also  identical  to  the  Hartke 
amendment  which  was  adopted  by  the  U.S.  Senate  in  1965  by  a  roll- 
call  vote  of  78  to  11. 

H.R.  3064  would  make  several  changes  in  the  Federal  disability 
insurance  law  with  particular  reference  to  blind  people. 

First,  H.R.  3064  would  incorporate  in  the  disability  cash  benefit 
provisions  of  the  Social  Security  Act  the  definition  of  blindness 
which  is  generally  recognized  and  used  throughout  the  Nation. 

This  definition,  already  included  in  other  Federal  laws,  would  pro- 
vide an  ophthalmological  standard  for  determining  blindness,  that 
is,  blindness  is  central  visual  acuity  of  20/200  or  less  in  the  better  eye 
with  correcting  lenses,  or  visual  acuity  greater  than  20/200  if  accom- 
panied by  a  limitation  in  the  field  of  vision  such  that  the  widest  diam- 
eter of  visual  field  subtends  an  angle  no  greater  than  20  degrees. 

Then  H.R.  3064  would  permit  a  person  whose  visual  impairment  is 
such  as  to  constitute  blindness  in  accordance  with  the  terms  of  this 
definition  and  has  worked  in  social  security  covered  work  for  six 
quarters  to  qualify  for  disability  insurance  payments  under  the  so- 
cial security  program,  and  to  continue  eligible  for  such  payments  so 
long  as  the  disability  of  blindness  lasts. 

Mr.  Chairman,  the  objective  of  H.R.  3064  is  to  make  of  the  Federal 
disability  insurance  program  a  true  insurance  program  for  the  blind — 
for  those  who  are  now  blind,  for  those  who  will  become  blind  in  the 
future. 

H.R.  3064  would  condition  the  right  to  receive  disability  insurance 
payments,  and  the  right  to  continue  to  receive  them  upon  the  exist- 
ence and  the  continuing  existence  of  the  loss  of  sight. 

H.R.  3064  recognizes  that  the  severest  of  all  the  consequences  re- 
sulting from  the  occurrence  of  blindness  in  the  life  of  a  workingman 
is  not  the  physical  loss,  the  physical  deprivation  of  sight,  but  rather, 
the  severest  loss  sustained  is  the  economic  disaster  which  befalls  the 
newly  blinded  worker,  the  economic  handicaps  which  are  incidental  to 
blindness. 

It  is  these  economic  consequences — the  abrupt  termination  of  weekly 
wages,  the  diminished  earning  power,  the  drastically  curtailed  em- 
ployment opportunities  open  to  the  recently  blinded  workman  or  to 
the  person  who  has  lived  a  lifetime  without  sight — these,  and  not  the 
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physical  absence  of  sight,  convert  the  physical  disability  of  blindness 
into  the  economic  handicap  of  blindness. 

H.R.  3064  would  provide  a  partial  solution  to  the  financial  catas- 
trophe which  results  from  blindness. 

It  would  provide  a  floor  of  minimum  financial  security  for  those  who 
must  learn  to  live  again,  to  function  without  sight  in  a  world  of  sighted 
men.  H.R,  3064  would,  as  Federal  law,  reduce  the  competitive  dis- 
advantages of  sightlessness. 

It  would  provide  a  continuing  source  of  funds  to  meet  the  extra 
costs,  the  "equalizing"  expenses  of  functioning,  blind,  in  a  sight- 
oriented  society. 

H.R.  3064  would  be  of  immeasurable  help  to  the  worker  suddenly 
confronted  by  the  devastating  effects  of  blindness — the  discourage- 
ments of  protracted  unemployment,  the  despair  of  an  expected  life- 
time of  unemployment  and  inactivity,  the  shocking  loss  of  independ- 
ence, the  shame  and  futility  of  dependency. 

H.R,  3064  would  also  provide  a  special  and  necessary  kind  of  em- 
ployment security  to  the  employed  blind  person — for  such  a  person 
must  pay  an  extra  price  in  dollars  and  cents  to  hire  sight,  for  whether 
he  is  a  lawyer,  a  piano  tuner,  a  teacher,  a  salesman,  or  a  vending  stand 
proprietor,  he  cannot  operate  successfully  without  it. 

Mr.  Chairman,  the  usual  blind  person,  with  average  abilities,  with 
no  particular  talent  or  training,  such  a  person  works  when  he  can  find 
work,  but  frequently  is  the  victim  of  the  inexorable  laws  so  well-known 
to  disabled  people:  Last  hired  and  first  fired;  and,  when  physically 
fit  men  are  available  for  jobs,  physically  impaired  men  need  not  apply ; 
for  they  will  not  be  hired. 

Gainfully  employed,  when  he  is  employed  at  all,  on  jobs  the  shortest 
in  duration,  offering  the  poorest  pay,  jobs  which  are  now  rapidly  being 
automated  out  of  existence. 

For  this  person,  the  usual  blind  person,  the  20  of  the  last  40  quarters 
eligibility  requirement  in  the  disability  insurance  law  makes  the  pro- 
tection of  disability  insurance  unavailable  to  him,  and  our  proposed 
six  quarters  requirement  in  H.R.  3064  would  be  much  more  reasonable, 
much  more  realistic  under  the  special  circumstances  confronting  such 
a  person. 

Mr.  Chairman,  we  of  the  National  Federation  of  the  Blind  believe 
that  the  social  security  programs  which  are  intended  to  reduce  the 
adverse  economic  and  social  consequences  of  advancing  years  or  dis- 
abling impairments  must  never  be  considered  unchangeable  in  policy 
or  provision  for  such  rigidity  may  nullify  the  purposes  to  be  served  by 
these  programs,  while  flexibility  of  approach  and  adjustment  of  legal 
provision  to  meet  special  circumstances  may  assure  realization  of  such 
purposes — the  diminution  of  the  hazards  and  the  heartaches  of  old 
age,  the  lessening  of  the  discouragements  and  disadvantages  of  physi- 
cal disability. 

The  Congress  has  acted  with  understanding  and  in  recognition  of 
the  special  difficulties  and  adverse  circumstances  of  persons  72  and 
over,  persons  with  little  or  no  social  security  covered  work,  and  you 
have  made  such  persons  eligible  for  social  security  payments  even 
though  they  could  not  meet  the  regular  program  requirements  for 
qualification. 
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We  ask  this  committee  and  the  Congress  to  recognize  the  special 
difficulties  and  handicapping  circumstances  confronting  blind  people, 
and  we  ask  you  to  liberalize  the  disability  insurance  law  for  the  bene- 
fit and  assistance  of  blind  individuals. 

Tinder  existing  law,  a  person  must  work  in  social  security  covered 
employment  for  at  least  20  of  the  last  40  quarters  to  establish  eligibil- 
ity for  disability  insurance  payments. 

We  ask  you  to  approve  H.E.  3064  to  reduce  this  requirement  to  six 
quarters,  in  order  that  the  benefits  under  the  disability  insurance  pro- 
gram may  be  more  readily  available  to  more  persons  when  blindness 
occurs;  in  order  that  blind  persons,  unable  to  meet  the  present  require- 
ment of  employment  for  5  years  in  covered  work  may  be  able  to  qual- 
ify for  disability  insurance  payments  under  the  Federal  disability  in- 
surance program. 

Under  existing  law  and  practice,  persons  who  are  disabled  and  earn 
$600  a  year,  and  sometimes,  who  earn  anything  at  all,  are  considered 
insufficiently  disabled  to  qualify  for  disability  insurance  payments. 

Under  existing  law  and  practice,  it  is  not  enough  that  a  person  is 
severely  disabled,  that  he  is  unable  to  get  a  job  because  he  is  disabled, 
to  qualify  for  disability  payments. 

He  must  establish  his  physical  inability  to  do  a  job  to  qualify  for 
such  payments. 

We  ask  you  to  change  this,  to  allow  persons  who  are  disabled  by 
blindness  to  draw  disability  benefit  payments  upon  proof  of  blind- 
ness and  to  continue  to  qualify  to  receive  benefits  even  though  they  are 
employed,  even  though  they  are  earning,  in  order  that  disability  in- 
surance payments  may  be  available  to  them  to  offset  the  extra,  the 
"equalizing"  expenses  incurred  in  trying  to  live  and  compete  without 
sight  in  an  environment  geared  to  sight. 

And  now,  Mr.  Chairman,  I  would  like  to  speak  briefly  of  several 
other  proposals  contained  in  H.E.  5710. 

The  National  Federation  of  the  Blind  is  pleased  to  give  its  endorse- 
ment and  support  to  H.E.  2368,  introduced  by  Congressman  Carl 
Perkins  and  section  125  of  H.E.  5710  which  would  include  disability 
insurance  beneficiaries  within  the  scope  and  coverage  of  the  health 
insurance  program,  title  XVIII  of  the  Social  Security  Act. 

In  several  appearances  before  congressional  committees  in  past 
years  the  National  Federation  of  the  Blind  pleaded  the  need  of  dis- 
abled persons  for  health  insurance  protection,  and  although  we  fav- 
ored such  protection  for  the  elderly,  we  also  were  aware  of  the  greater 
need  of  the  disabled  for  such  help. 

Generally,  Mr.  Chairman,  a  person  who  qualified  for  disability  in- 
surance benefits  is  in  frequent,  or  even  constant  need  of  hospital  serv- 
ices and  medical  attention,  and  the  income  of  the  disability  insurance 
beneficiary  is  the  same  as  it  would  be  if  he  were  to  retire  because  of  old 
age,  so  he  is  no  better  able  than  the  older  person  to  pay  hospital  charges 
and  doctors'  bills. 

It  is  our  hope,  therefore,  that  this  committee  will  act  favorably  on 
the  proposal  to  afford  health  insurance  protection  to  disabled  persons 
under  title  XVIII  of  the  Social  Security  Act. 

The  National  Federation  of  the  Blind  endorses  and  supports  sec- 
tion 201  of  H.E.  5710,  which  emphasizes  the  importance  of  the  reha- 
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bilitation  concept  in  programs  of  public  assistance  by  making  earnings 
exemption  provisions  in  programs  of  aid  to  the  aged,  disabled,  and  de- 
pendent children  mandatory  on  the  States. 

We  ask  that  you  expand  section  201  of  H.R.  5710  to  include  amend- 
ments to  titles  X  and  XVI  of  the  Social  Security  Act  so  as  to  make 
mandatory  the  36-month  earnings  exemption  for  blind  persons  work- 
ing under  an  approved  rehabilitation  plan  for  achieving  self-support. 

Adopted  by  Congress  in  1964,  this  incentive  to  employment  pro- 
vision, permissive  for  the  States,  has  only  been  accepted  by  10  States, 
the  District  of  Columbia,  and  Puerto  Rico  since  its  enactment  into  law. 

Although  we  hope  you  will  at  least  do  the  foregoing,  we  request 
that  you  would  go  further,  that  you  approve  section  2  of  H.R.  4879, 
introduced  by  Congressman  King  of  this  committee. 

This  proposal  would  remove  the  length-of-time  limitation  (12 
months  mandatory  for  the  States)  on  the  exemption  of  all  resources 
when  a  needy  blind  person  is  working  toward  self-support  under  an 
approved  rehabilitation  plan. 

Since,  by  its  nature,  this  full  resources  exemption  would  be  self- 
terminating,  for  it  would  end  when  self-support  is  achieved,  there  is 
no  need  or  justification  for  a  statutory  length-of-time  limitation  to 
control  its  availability,  to  prevent  its  abuse. 

Enactment  of  section  2  of  H.R.  4870  would  serve  as  additional  en- 
couragement and  help  to  blind  persons  striving  to  gain  independence 
of  relief  and  self-dependence. 

And,  since  the  committee  is  considering  proposals  in  H.R.  5710  to 
make  the  Federal-State  public  assistance  programs  a  greater  force  for 
rehabilitation  and  restoration  in  the  lives  of  needy  but  employable 
people,  we  would  offer  H.R.  3065  for  your  consideration. 

This  measure,  also  introduced  by  Congressman  Cecil  R.  King  would 
prohibit  State  residence  requirements  in  programs  of  aid  to  the  blind. 

Present  State  residence  requirements  are  restrictive  and  unrehabili- 
tative  in  their  effect,  for  they  compel  the  needy  but  employable  blind 
person  to  remain  in  his  home  State  even  though  there  may  be  little  or 
no  opportunities  of  employment  for  him  there. 

Even  though  there  may  seem  to  be  better  job  possibilities  somewhere 
else,  he  dare  not  leave.  He  can't  afford  to  give  up  his  State  of  estab- 
lished residence. 

How  will  he  live  while  he  looks  for  work  in  another  State  ? 

How  will  he  live  if  he  gets  a  job  and  then  loses  it  before  he  lives 
long  enough  in  the  new  State  to  meet  its  aid-to-the-blind  residence 
requirements  ? 

And  once  he  leaves  his  home  State,  will  he  forfeit  the  right  to 
return  to  it  if  his  job- seeking  efforts  are  not  successful  ? 

Mr.  Chairman,  the  proposal  contained  in  H.R.  3065  has  been  con- 
sidered before  by  this  committee  and  rejected  because  of  a  belief  that  if 
residence  requirements  are  removed,  needy  blind  persons  would  flock 
in  great  numbers  to  the  States  which  make  higher  grants  to  their 
needy  blind,  and  would  become  a  burden  and  drain  upon  the  resources 
of  such  States. 

We  would  point  out  to  this  committee,  therefore,  that  the  State  of 
California  repealed  its  aid-to-the-blind  durational  residence  laws  effec- 
tive January  1,  1964 — still,  since  that  time,  there  has  been  no  rise  in 
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the  aid-to-the-blind  caseload  caused  by  the  arrival  of  needy  blind 
persons  from  States  whose  aid  grants  are  less  than  those  of  California. 

There  has  been  no  rise  in  the  aid-to-the-blind  caseload  in  California 
since  the  repeal  of  residence  requirements  in  this  program  even  though 
the  monthly  amount  granted  to  its  needy  blind  by  this  State  is  the 
second  highest  average  monthly  amount  in  the  Nation. 

We  urge  this  committee,  therefore,  to  approve  H.R.  3065,  which 
would  prohibit  durational-residence  requirements  in  State  programs 
of  aid  to  the  needy  blind. 

And  then,  Mr.  Chairman,  the  National  Federation  of  the  Blind, 
blind  men  and  women,  wish  to  express  our  strongest  endorsement  and 
support  of  section  301  of  H.R.  5710,  which  would  increase  the  funding 
of  the  crippled  children's  services  program. 

With  additional  financing,  this  program  would  better  be  able  to 
fulfill  its  most  worthwhile  purpose  of  locating  physically  and  men- 
tally defective  children  quickly,  or  diagnosing  and  treating  their  dis- 
abling conditions  promptly  and  competently,  of  curing  diseases  and 
correcting  disorders,  so  that  such  children  may  not  have  to  remain 
needlessly  impaired  and  defective  throughout  all  of  their  lives. 

Finally,  Mr.  Chairman,  the  National  Federation  of  the  Blind  ap- 
proves the  provisions  of  H.R.  5710  which  would  amend  the  Federal 
income  tax  laws  to  grant  certain  benefits  to  persons  65  years  old  and 
over. 

These  proposals,  we  believe,  wisely  recognize  the  economic  difficul- 
ties which  exist  for  older  persons,  the  economic  and  social  disadvan- 
tages and  burdens  of  old  age. 

We  would  also  ask  you  to  recognize  and  consider  similar  difficulties 
and  disadvantages  encountered  by  physically  disabled  men  and  women 
in  their  employment  years,  and  to  provide  certain  income  tax  relief  to 
assist  them. 

For  this  purpose,  we  offer  for  your  consideration  and  approval  H.R. 
424,  a  bill  introduced  by  Congressman  Wilbur  Mills,  the  able  and  dis- 
tinguished chairman  of  this  committee. 

H.R.  424  would  provide  two  types  of  special  income  tax  treatment 
for  physically  disabled  persons. 

First,  H.R.  424  would  provide  an  income  tax  deduction  up  to  $600 
a  year  for  blind  and  otherwise  physically  impaired  persons  for  trans- 
portation expenses  to  and  from  work,  when  such  persons,  by  reason  of 
their  disabling  conditions,  are  unable  to  use  regular  public  transporta- 
tion facilities. 

When  physically  disabled  persons  do  obtain  work,  they  frequently 
are  required  to  pay  a  substantial  part  of  their  wages  to  get  to  and 
from  their  jobs,  when  they  are  unable  to  use  buses  and  other  public 
carriers  because  of  their  impairments. 

The  first  proposal  of  H.R.  424  which  would  allow  physically  dis- 
abled persons  an  income  tax  deduction  up  to  $600  annually  for  trans- 
portation costs  incurred  in  getting  to  and  from  work,  is  in  full  accord 
with  the  policy  and  efforts  of  our  Government  and  the  belief  of  all 
Americans  that  such  people  should  be  encouraged  and  assisted  in 
every  way  possible  in  their  struggle  to  live  normally  and  engage  in 
regular  employment  in  spite  of  their  disabling  conditions. 

The  second  proposal  contained  in  Mr.  Mills'  H.R.  424  bill  would 
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provide  an  additional  income  tax  exemption  for  legless  and  armless 
persons,  for  persons  with  crippled  and  impaired  limbs. 

Many  Congresses  ago,  Mr.  Chairman,  an  additional  income  tax 
exemption  was  provided  to  the  blind  in  acknowledgement  that  we  incur 
special  costs  because  of  our  sightlessness — we  have  need  for  specially 
designed  tools  and  devices,  for  specially  devised  and  developed  appli- 
ances and  equipment  necessiated  by  our  lack  of  sight. 

This  additional  income  tax  exemption  is  needed  by  blind  persons,  it 
has  proven  helpful  and  beneficial  to  us. 

We  believe  an  additional  income  tax  exemption  should  also  be  pro- 
vided to  persons  who  have  lost  or  who  have  impaired  limbs,  for  they, 
too,  have  a  need  for  special  helps  to  offset  or  reduce  the  limitations  of 
their  impairments — wheelchairs,  electric  "life"  chairs,  crutches,  braces, 
and  similar  devices  are  necessary  to  these  people  if  they  are  to  func- 
tion competitively  and  cooperatively  with  physically  fit  men. 

We  urge  the  committee,  therefore,  to  act  favorably  on  H.R.  424, 
for  its  provisions  as  Federal  law  would  serve  as  encouragements  and 
incentives  to  physically  impaired  men  and  women. 

(The  summary  of  Mr.  Nagle's  statement  follows:) 

TOPICAL  SUMMARY 

1.  Section  103 — Fifteen  percent  increase  across-the-board,  with  minimum  raise 
from  $44  to  $70. 

2.  Section  105 — Widows'  benefits  to  disabled  widows  under  age  62. 

3.  Section  104 — Increase  in  benefits  for  certain  individuals  age  72. 

4.  H.Rr.  3064,  a  bill  to  liberalize  the  federal  disability  insurance  law  for  blind 
persons. 

5.  Section  125  and  H.R.  2368 — Health  insurance  for  the  disabled. 

6.  Section  201 — Earnings  exemptions  of  public  assistance  recipients. 

7.  Request  that  36-month  earnings  exemption  for  blind  persons  working  to 
achieve  self-support  under  an  approved  rehabilitation  plan  be  made  mandatory. 

8.  Request  that  length-of-time  limitation  (12  months  mandatory  for  the  states) 
be  removed  on  earnings  exemption  for  blind.    (Section  2  of  H.R.  4879). 

9.  H.R.  3065 — A  bill  to  prohibit  state  durational  residence  laws  in  programs 
of  aid  to  the  blind. 

10.  Section  301 — Early  case  finding  and  treatment  of  handicapping  conditions 
of  children. 

11.  Title  V — Tax  treatment  of  the  aged. 

12.  H.R.  424 — A  bill  to  provide  a  deduction  for  income  tax  purposes  in  the 
case  of  a  disabled  individual  for  expenses  for  transportation  to  and  from  work 
and  to  provide  an  additional  exemption  for  income  tax  purposes  for  a  taxpayer 
or  spouse  who  is  disabled. 

Mr.  Burke  (presiding) .  I  wish  to  commend  you  for  your  excellent 
presentation  here  today. 

Are  there  any  questions  of  the  witness  ? 

There  being  no  questions  the  committee  now  will  recess  until  2 
o'clock.  The  Very  Reverend  Monsignor  Lawrence  J.  Corcoran  will 
be  the  first  witness  to  testify.  That  will  be  at  2  p.m.  in  this  hearing 
room. 

The  committee  stands  adjourned. 

(Whereupon,  at  12:18  p.m.,  the  committee  recessed  to  reconvene 
at  2  p.m.,  the  same  day.) 

AFTERNOON  SESSION 

Mr.  Ullman  (presiding) .  The  committee  will  come  to  order. 
Our  first  witness  this  afternoon  is  the  Very  Reverend  Monsignor 
Lawrence  J.  Corcoran. 
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We  are  delighted  to  have  you  before  the  committee,  Monsignor,  and 
with  the  understanding  that  your  full  statement  will  be  in  the  record, 
we  want  you  to  proceed  as  you  see  fit.  Will  you  please  identify  both 
yourself  and  your  colleague  for  the  committee  record  ? 

STATEMENT  OF  VERY  REV.  MSGrR.  LAWRENCE  J.  CORCORAN,  SEC- 
RETARY, NATIONAL  CONFERENCE  OF  CATHOLIC  CHARITIES; 
ACCOMPANIED  BY  WILLIAM  G.  POLKING,  LEGAL  CONSULTANT 

Msgr.  Corcoran.  Fine.  Thank  you  very  much,  Mr.  Chairman,  and 
members  of  the  committee.  I  would  like  to  introduce  Mr.  William 
Polking,  who  is  legislative  consultant  with  us  in  the  Conference  of 
Catholic  Charities. 

Mr.  Ullman.  We  are  happy  to  have  you  with  us. 

Mr.  Polking.  Thank  you. 

Msgr.  Corcoran.  We  do  have  a  full  statement,  and  so,  rather  than 
reading  it,  I  think  I  will  just  underscore  some  of  the  things  that  are 
contained  therein. 

Mr.  Ullman.  Very  well. 

( The  statement  of  Monsignor  Corcoran  follows : ) 

Statement  of  Monsignor  Lawrence  J.  Corcoran,  Secretary, 
National  Conference  of  Catholic  Charities 

I  am  Monsignor  Lawrence  J.  Corcoran,  Secretary  of  the  National  Conference 
of  Catholic  Charities.  I  speak  today  not  only  for  the  National  Conference  of 
Catholic  Charities  but  also  for  the  Social  Action  Department,  United  States 
Catholic  Conference.  We  are  happy  to  have  this  opportunity  to  comment  on 
the  proposals  contained  in  H.R.  5710,  and  on  some  not  contained  therein. 

First,  let  me  observe  that  this  is  my  first  appearance  before  the  Ways  and 
Means  Committee  of  the  House  of  Representatives.  Naturally,  however,  I 
am  acquainted  with  the  important  work  of  this  Committee  on  behalf  of  the  bene- 
ficiaries of  the  Federal  Social  Insurance  programs  and  of  the  Federal  Public 
Welfare  and  Child  Welfare  Services  programs.  In  addition  to  my  own  direct 
knowledge,  I  have  frequently  heard  two  of  my  predecessors  speak  of  their  rela- 
tionships with  this  Committee,  namely  Bishop  Raymond  J.  Gallagher,  now 
Bishop  of  Lafayette,  Indiana,  and  the  late  Monsignor  John  O'Grady,  both  of 
whom  appeared  frequently  before  you. 

We  have  had  a  long  interest  in  the  Old  Age,  Survivors,  Disability  and  Health 
insurance  program.  It  is  a  most  important  element  in  the  social  and  economic 
life  of  our  country,  having  by  now  been  accepted  not  only  as  being  compatible 
with  our  American  traditions,  but  essential  to  them.  It  makes  the  individual 
responsible  for  his  future  livelihood,  it  works  as  a  preventive  measure  against 
destitution,  and  it  is  responsive  to  the  needs  and  desires  of  our  citizens.  We  are 
happy  to  see,  therefore,  that  Congress  is  considering  these  far-reaching  Social 
Security  Amendments  of  1967.  This  is  further  evidence  that  this  program 
will  relate  to  the  real  needs  of  our  people. 

The  OASDHI  program  is  intended  to  assure  participants  of  a  continued  in- 
come when  they  can  no  longer  work,  and  do  this  in  accord  with  their  incomes 
and  contributions  while  they  work.    It  is  a  replacement  of  income  measure. 

Social  Security,  as  it  is  usually  called,  is  more  than  this  economic  mechanism; 
it  is  a  means  of  support  for  millions  of  persons.  Often  it  is  the  sole  means 
of  support  apart  from  public  assistance  supplementation.  Thus  it  possesses 
also  strong  social  and  human  implications. 

When  a  person  thinks  of  income  which  is  a  means  of  livelihood,  a  basic  ques- 
tion immediately  arises:  "Is  it  adequate?" 

Obviously,  Mr.  Mills,  Chairman  of  this  Committee,  by  introducing  H.R.  5710, 
and  the  many  persons  who  support  him,  consider  that  the  present  OASDHI 
provisions  are  not  adequate.    We  would  certainly  agree. 

Further,  we  consider  the  suggested  increases  contained  in  H.R.  5710  also 
inadequate. 


1820  SOCIAL  SECURITY  AMENDMENTS  OF   19  67 


In  February,  1966,  1,014,000  persons  were  receiving  both  OASDI  benefits  and 
Old  Age  Assistance  grants.  For  these,  the  OASDI  benefits  were  not  sufficient 
to  enable  them  to  live.  The  proposed  increase  in  benefits,  especially  the  minimum 
benefits,  should  help  some  of  these  persons.  Yet  there  still  will  be  many  who 
will  receive  only  the  minimum  of  $70.00  per  month.  This  is  $840.00  per  year, 
only  half  of  the  amount  needed  for  a  person  to  be  outside  the  category  of  an 
impoverished  person.  The  proposed  increases,  even  though  they  will  be  help- 
ful, still  fall  far  short  of  what  is  needed  for  a  decent  level  of  existence. 

The  benefits  paid  under  the  OASDHI  program  will  not  be  adequate  until  they 
enable  the  beneficiaries  to  live  in  decency  and  in  accord  with  their  dignity  as 
human  beings.  To  accomplish  this,  the  benefits  should  be  increased,  on  the 
average,  by  at  least  50%,  rather  than  the  20%  contained  in  H.R.  5710.  This 
would  bring  the  benefit  for  a  single  retired  worker  closer  to  the  amount  needed 
to  raise  him  from  poverty,  namely  $1,600.00,  and  a  family  of  four  above  the 
amount  they  need,  namely  $3,100.00. 

Obviously,  to  accomplish  this,  the  amount  contributed  by  workers  will  have 
to  be  increased.  Both  the  amount  of  the  social  security  tax  and  the  maximum 
amount  of  earnings  taxable  should  be  increased  as  proposed  in  H.R.  5710. 
Additional  contributions  will  probably  be  needed,  however.  This  means  that 
worker-employer  contributions  must  be  further  increased  or  contributions  pro- 
vided from  general  revenue  funds.  This  must,  of  course,  be  done  in  such  a  way 
as  to  make  sure  that  the  OASDHI  program  retains  its  character  as  an  insurance 
program.  If  the  general  revenue  funds  would  not  exceed  %  of  the  total  con- 
tributions to  the  program  such  character  would  remain. 

We  also  strongly  support  the  increase  in  the  amount  of  money  which  a  bene- 
ficiary can  earn  before  suffering  a  reduction  of  Social  Security  benefits,  namely, 
from  $1,500.00  to  $1,800.00.  Many  of  our  senior  citizens  would  like  to  continue 
to  work,  not  only  for  the  additional  income,  but  especially  in  order  to  be  busy 
and  helpful  and  to  have  the  realization  of  still  being  useful.  This  increase  would 
be  an  encouragement  towards  such  a  goal. 

Before  speaking  of  the  Public  Welfare  Amendments  as  such,  we  think  that 
it  is  important  to  emphasize  the  relationship  among  OASDHI  benefits,  Old  Age 
Assistance  grants,  and  General  Relief  payments.  Perhaps  it  will  be  thought 
that  the  inadequacies  of  OASDHI  benefits  will  be  compensated  by  supplementa- 
tion from  Old  Age  Assistance  grants.  Yet,  in  November,  1966,  the  average 
monthly  grant  was  $67.45  per  recipient,  still  below  the  poverty  line,  still  below 
the  amount  needed  for  a  decent  standard  of  living. 

The  reliance  on  General  Relief  payments  is  still  less  promising,  since  the 
average  monthly  payment  from  this  program  in  November,  1966,  was  $37.60. 
Thus,  the  picture  must  be  seen  in  its  totality.  To  which  program  can  elderly 
persons  look  for  a  subsistence  benefit  which  will  not  be  below  the  level  needed 
for  a  minimum  standard  of  living?  Presently,  it  would  seem,  there  is  none.  Cer- 
tainly, this  adequacy  should  be  found  first  of  all  in  the  OASDHI  program.  Sec- 
ondly, it  should  be  found  in  the  Old  Age  Assistance  program.  Both  should  be 
attuned  to  the  needs  of  our  senior  citizens. 

TITLE  II  PUBLIC  WELFARE  AMENDMENTS 

1.  Public  Assistance  Amendments. — a.  Congress  is  confronted  with  no  greater 
domestic  concern  today  than  the  improvement  of  the  Public  Assistance  program. 
Over  7  million  persons,  the  most  needy,  depend  upon  it  for  all  or  part  of  their 
daily  livelihood.  It  is  the  basic  channel  whereby  our  nation  assures  its  citizens 
a  minimum  subsistence  when  no  other  means  of  income  is  available. 

The  condition  of  our  Public  Assistance  program  today  is  a  scandal.  While  pro- 
fessing to  provide  subsistence  for  a  person  in  need,  in  actuality  it  fails  to  provide 
enough  to  enable  a  person  to  live  as  a  decent  human  being.  I  am  sure  that  other 
witnesses  have  highlighted  this  condition  for  you  in  detail.  A  broad  look  will 
suffice  here.  The  average  monthly  payment  for  a  family  on  Aid  for  Families 
with  Dependent  Children  in  November,  1966,  was  $148.90,  and  for  each  individual 
this  equalled  $36.10  per  month.  This  means  that,  after  subtracting  the  cost  of 
rent  and  utilities,  less  than  75  cents  per  person  per  day  remained  for  food, 
clothing,  transportation,  and  other  essential  items.  Old  Age  Assistance  pay- 
ments averaged,  in  November,  1966,  $67.45  per  person  per  month.  This  amounts 
to  $807.00  per  year.  The  $148.90  for  a  family  of  four  persons  equals  $1,786.80 
per  year.   A  family  is  considered  to  live  in  poverty  if  its  yearly  income  is  below 
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$3,100.00,  while  an  individual  is  in  poverty  when  he  receives  $1,600.00  or  less 
per  year. 

The  implications  of  this  are  very  disturbing.  A  State  recognizes  and  ascer- 
tains that  a  person  or  family  is  in  need,  through  the  strict  investigation  of  the 
public  assistance  worker.  The  State  establishes  that  a  person  or  family  re- 
quires a  certain  amount  of  income  to  live  at  a  minimum  subsistence  level  (ap- 
proximately $200.00  as  an  average,  which  is  below  the  poverty  level).  Then  the 
State,  or  33  of  them,  at  least,  provides  the  needy  person  or  family  a  sum  less 
than  the  subsistence  level,  less  than  the  level  which  has  been  established  by  the 
State  itself  as  necessary  to  meet  basic  human  needs.  The  State  says,  in  effect, 
that  the  person  or  family  may  not  have  enough  to  eat,  may  not  live  as  a  decent 
human  being.  This  is  indeed  a  scandalous  situation  in  a  nation  with  a  reputa- 
tion for  compassion  and  heartfelt  concern  for  the  poor. 

An  important  first  step  to  correct  this  condition  afflicting  the  Public  Assistance 
program  is  to  enact  the  provision  in  H.R.  5710  which  would  require  the  States  to 
provide  grants  which  will  meet  their  own  standards  of  what  is  needed  to  support 
a  person  eligible  for  Public  Assistance.  Thus  a  State  which  establishes  a  stand- 
ard for  minimum  subsistence  at  $223.87  for  a  family  of  four,  can  no  longer  pay 
that  family  $110.00,  or  49%  of  minimum  need. 

Of  equal  importance  is  the  proposal  which  will  require  that  a  State's  estab- 
lished standards  are  current.  One  State,  for  instance,  uses  1959  costs  in  com- 
puting its  minimum  standards,  even  though  the  cost  of  living  has  risen  14.5% 
between  December,  1959,  and  October,  1966.  I  think  that  Congress  most  cer- 
tainly should  include  the  section  calling  for  an  annual  review  and  up-dating  of 
State  standards  to  take  into  account  changes  in  living  costs. 

b.  Experience  has  shown  that  some  flexibility  is  necessary  in  computing  the 
effect  of  earned  income  on  the  amount  of  a  Public  Assistance  grant.  To  reduce 
the  grant  in  exact  proportion  to  the  amount  earned  is  to  discourage  the  recipient 
from  taking  the  first  steps  toward  restoration  of  self-esteem,  and  even  toward 
complete  self-support.  As  proposed  in  H.R.  5710,  the  States  should  be  required 
to  exempt  $50.00  per  month  per  recipient,  up  to  $150.00  per  family,  of  money 
earned.  This  will  be  an  incentive  for  a  person  receiving  assistance  to  seek 
employment. 

c.  Congress  saw  fit  to  enact,  in  1961,  a  temporary  amendment  providing  that 
Aid  to  Families  with  Dependent  Children  could  be  given  to  families  wherein 
the  parent  is  unemployed.  This  provision  is  due  to  expire  June  30,  1967.  It 
should  be  made  a  permanent  part  of  this  program.  Where  it  has  been  adopted 
by  the  States,  it  has  not  only  been  of  assistance  in  alleviating  the  immediate 
material  needs  of  the  children  (as  well  as  the  parents),  but  has  been  helpful  in 
keeping  the  family  together,  and  thus  strengthening  family  life.  Where  this  pro- 
vision does  not  exist,  the  unfortunate  practice  has  arisen  whereby  an  unem- 
ployed father  leaves  his  family,  deserts,  so  that  his  children  will  receive  the  food 
and  clothing  they  need.  It  is  a  harsh,  unfeeling  society  which  presents  such  a 
dilemma  to  a  family — forcing  a  choice  between  paternal  presence,  with  all  this 
implies,  and  the  necessities  of  life. 

Not  only  should  this  provision  be  made  permanent,  but  the  States  should  be  re- 
quired to  include  it  in  their  State  plans  for  the  AFDC  program.  The  same  rea- 
sons for  making  it  permanent  argue  persuasively  for  making  it  mandatory. 

d.  The  proposals  of  H.R.  5710,  helpful  though  they  be,  are  still  not  sufficient 
to  rectify  the  inadequacies  of  the  Public  Assistance  program.  Some  of  the  basic 
problems  are  not  touched,  or  not  touched  deeply  enough.  This  measure  should 
be  considered  a  step,  not  a  terminal  point,  in  developing  a  program  which  will  be 
worthy  of  our  affluent  nation,  responsive  to  the  needs  of  the  poor  and  attuned  to 
current  living  conditions.    Further  study  and  action  are  needed. 

The  financial  structure  of  Public  Assistance  should  be  reconsidered.  Under 
the  present  pattern,  the  inability  or  unwillingness  of  some  States  to  provide  ade- 
quate grants  results  in  unequal  treatment  of  needy  persons  by  reason  of  the  loca- 
tion of  their  residence.  It  should  be  the  responsibility  of  the  Federal  government 
to  require  and  assure  an  assistance  grant  adequate  to  raise  a  person  above  the 
poverty  level.  This  may  well  require  a  revision  of  the  financial  relationship  be- 
tween the  Federal  and  State  government,  and  may  necessitate  the  Federal  gov- 
ernment providing  a  greater  financial  contribution  to  the  poorer  States. 

Financial  need  should  be  the  only  criterion  required  for  a  person  to  be  eligible 
for  Public  Assistance.  Other  requirements  result  in  discrimination,  exclusion  of 
needy  persons  from  the  program,  and  administrative  complexities.   A  person  in 
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need  should  be  given  assistance  regardless  of  age,  residency,  the  state  of  his 
health  or  physical  ability,  or  his  willingness  to  accept  social  services.  The  client 
should  be  offered,  but  not  required  to  accept,  other  services. 

2.  Medical  Assistance  Amendments. — It  is  necessary  for  all  public  programs 
to  remain  attuned  to  the  thinking  of  the  citizen,  to  profit  by  the  knowledge  and 
experience  of  experts  throughout  the  country,  and  to  be  responsive  to  new  devel- 
opments and  new  discoveries  in  every  field.  A  great  help  in  accomplishing  this 
is  the  establishment  and  use  of  advisory  committees.  The  provision  in  H.R.  5710 
for  an  Advisory  Council  on  Medical  Assistance  is  commendable. 

We  also  strongly  support  the  emphasis  given  to  the  concept  of  freedom  of  choice 
for  an  individual  eligible  for  medical  assistance. 

3.  Child  Welfare  Services  Amendments. — In  addition  to  the  many  fine  amend- 
ments included  in  H.R.  5710,  other  measures  have  been  introduced  into  the 
House  of  Representatives  which  should  be  considered.  I  refer  particularly  to 
H.R.  1977,  introduced  by  Congressman  Burke  of  Massachusetts  (and  similar 
bills  introduced  by  other  Congressmen ) .  This  bill  provides  for  extensive  revision 
of  the  Child  Welfare  Services  section  of  the  Social  Security  Act.  Some  of  its 
provisions  merit  serious  consideration  of  this  Committee. 

One  very  important  comment  must  be  made.  H.R.  1977,  if  adopted,  should  be 
amended  to  provide  for  the  same  freedom  of  choice  which  is  included  in  Section 
226  of  H.R.  5710.  Thus,  an  individual  eligible  for  child  welfare  services  should 
(himself  or  his  parent  or  guardian)  be  free  to  choose  any  agency,  institution  or 
person  qualified  to  perform  the  services  or  give  the  care  required  and  who 
undertakes  to  provide  these  services  or  care. 

This  same  principle  of  freedom  of  choice  of  services  by  the  client  is  embodied 
in  other  recent  Federal  legislation,  e.g.,  the  Elementary  &  Secondary  Education 
Act,  Office  of  Economic  Opportunity  legislation,  and  Title  XIX  of  the  Social 
Security  Act.  It  should  be  contained  in  legislation  providing  for  Child  Welfare 
Services.  The  client  should  have  the  right  to  freely  choose  the  child  welfare 
services  he  desires  and  to  freely  choose  where  he  will  receive  them.  Today  there 
is  freedom  of  choice  in  health  services,  federally  financed,  and  freedom  of 
choice  in  educational  services,  federally  financed.  If  there  is  to  be  federal 
financing  of  child  welfare  services,  this  same  principle  of  freedom  of  choice 
should  prevail.  Thus,  the  client  should  be  able  to  choose  the  child  welfare 
services  he  needs  without  the  coercion  implicit  in  the  knowledge  that  federal 
financial  aid  will  be  provided  only  if  he  chooses  child  welfare  services  under 
public  auspices.  H.R.  1977  does  not  provide  for  this.  The  option  in  this  bill 
lies  with  the  public  agency  to  choose  whether  or  not  to  use  the  private,  nonprofit 
agency  for  the  client.    This  choice  should  lie  with  the  client. 

TITLE  IV  GENERAL  PROVISIONS 

1.  Social  Work  Manpower  and  Training. — It  has  been  said,  and  rightly  so,  that 
social  work  manpower  is  currently  in  a  state  of  crisis.  President  Johnson's 
words  last  year  are  equally  true  today:  "There  are  more  than  12,000  unfilled 
vacancies  for  qualified  social  workers  at  a  time  when  we  need  their  skills  more 
than  ever  before."  100,000  professionally  qualified  social  wc  ffors,  in  addition  to 
those  presently  working,  will  be  needed  by  1970,  yet  social  wotk  schools  graduate 
approximately  3,900  per  year.  This  suggests,  even  demand c--  two  courses  of 
action,  to  be  taken  without  delay  : 

a.  The  capacity  of  schools  of  social  work  to  train  studenu  on  the  gradu- 
ate and  undergraduate  level  must  be  expanded.  New  send-  must  be  opened. 
These  steps,  however,  are  very  expensive  and  complex  in  their  achievement. 
Broad  and  flexible  assistance  must  be  provided  for  such  schools.  Section  401  of 
H.R.  5710  provides  such  assistance  and  no  doubt  will  have  a  long-range  influence 
on  the  gap  in  social  work  manpower.    We  urge  its  enactment. 

b.  An  immediate  need  exists,  however,  and  will  intensify  before  the  expansion 
of  school  programs  begins  to  have  its  effect.  The  positions  for  which  social  work 
personnel  is  needed  will  probably  be  filled  with  persons  without  formal  training 
in  this  field.  This  has  been  the  practice  in  many  agencies,  and  such  workers, 
given  the  proper  conditions  and  under  skilled  supervision,  have  performed 
creditably.  Recently,  it  has  been  shown  that  sub-professionals  and  welfare  aides 
are  a  valuable  asset  in  many  poverty  programs.  Likewise,  the  recent  report  of 
the  President's  Commission  on  Law  Enforcement  and  Administration  of  Justice 
stated :  "There  is  great  promise  in  the  use  of  sub-professionals  and  volunteers  in 
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both  probation  and.  parole."  Some  training  must  be  provided  for  these  workers, 
either  on-the-job  training,  or  short  courses  and  seminars  in  which  they  can  enroll 
without  interrupting  their  occupational  responsibilities.  Funds  should  be  pro- 
vided to  schools  and  agencies,  working  together  if  possible  but  separately  if  neces- 
sary, to  assist  them  in  the  recruitment  and  training  of  these  persons  who  have 
entered  the  field  of  social  work  practice  without  prior  formal  training. 

Monsignor  Corcoran.  I  want  to  say,  first  of  all,  how  pleased  I  am 
to  be  here,  appearing  before  this  committee,  doing  it,  I  might  say,  for 
the  first  time,  even  though  I  have  had  knowledge  of  the  fine  work  of 
this  committee,  through  some  of  my  predecessors,  Bishop  Gallagher 
and  Monsignor  O'Grady,  all  of  whom  have  been  here  many  times 
before. 

There  are  many  things  in  this  particular  bill  in  which  we  are  in- 
terested, and,  therefore,  I  will  just  be,  you  might  say,  hitting  the  high- 
lights. Certainly  it  is  a  most  important  one,  and  the  particular  points 
that  I  would  like  to  make,  starting  first  of  all  with  the  social  security 
aspect  of  it,  would  have  to  do  with  the  adequacy  of  benefits,  not  just 
adequacy  of  benefits  to  enable  a  person  to  have  a  bit  of  change  in  their 
pocket,  or  some  return  by  way  of  replacement  income,  but  benefits  that 
are  adequate  to  enable  them  to  have  a  decent  and  respectable  way  of 
life. 

When  we  begin  to  look  at  the  matter  in  this  light,  I  think  that  we 
are  impressed  by  the  fact  that  the  provisions  of  the  bill,  the  money  in 
the  bill,  is  inadequate  for  this. 

In  other  words,  if  you  are  thinking  about  raising  the  minimum  to 
$70,  and  there  are  some  people  for  whom  this  is  the  only  means  of 
income  they  have,  this  is  not  going  to  provide  them  with  a  very  ade- 
quate way  of  life,  and  it  would  be  our  urging,  therefore,  our  sugges- 
tion, our  very  strong  suggestion,  that  the  committee  give  consideration 
to  a  higher  amount  in  social  security  as  replacement  income,  in  order 
that  the  people  can  have  this  decent  way  of  life. 

Then,  too,  further  consideration  should  be  given  0to  just  how  a 
floor  is  going  to  be  provided  for  people,  so  that  the  minimum  sub- 
sistence level  can  be  maintained  for  them.  If  a  person  has  a  certain 
return  by  way  of  benefits  from  social  security,  and  that  is  not  suffi- 
cient, then  it  must  be  supplemented  by  the  public  assistance  program. 
But  so  often  the  old-age  assistance  grant  is  not  sufficient  either.  Gen- 
eral assistance  programs,  in  which  the  Federal  Government  does  not 
participate,  geA_  :ally  do  not  give  much  to  a  grant  in  the  States,  either. 

So  the  question,  therefore,  comes  to  whom  and  where  should  an 
elderly  per 5  k  in  order  to  obtain  this  floor  which  will  enable  him 
to  live  deceit  -  nd  have  a  sufficient  and  adequate  income  ?  It  is  for 
these  reasons,  tu^refore,  that  the  whole  coordinated  program  should 
be  reexamined  in  the  light  of  a  decent  and  adequate  living  for  these 
people. 

Going  on  more  specifically,  therefore,  to  the  public  assistance  pro- 
gram, I  would  just  want  to  remark  in  an  introductory  sort  of  a  way, 
that  as  I  talked  to  our  different  people  in  Catholic  charities  through- 
out the  country,  concerned  as  they  are  with  their  own  particular  pro- 
grams, asking  them  what  the  most  important  thing  is  in  the  field  of 
welfare  today,  the  most  pressing  issue,  they  invariably  say  that  it  is 
the  adequacy  of  the  public  assistance  program,  and  generally  they 
wTill  say  that  the  public  assistance  program  is  not  adequate. 
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Therefore,  even  though  they  try  hard  on  a  local  level,  and  the 
State  level,  they  cannot  quite  make  it  an  adequate  program.  Every- 
one, therefore,  looks  to  the  U.S.  Congress  to  try  to  make  some  adjust- 
ments in  the  total  system  that  will  make  this  an  adequate  program,  so 
that  people  who  cannot  work,  who  cannot  maintain  themselves,  will 
have  some  program  to  look  to  that  will  enable  them  to  live  as  human 
beings. 

Certainly,  a  very  important  step,  we  believe,  is  the  provision  in  this 
bill  which  would  make  it  mandatory  for  States  to  live  up  to  the  stand- 
ards which  they  themselves  have  set.  This  is  a  situation  that  is  rather 
deplorable,  in  many  instances,  where  you  have  a  very  high-sounding 
standard,  but  yet  the  State  does  not  live  up  to  it.  Therefore,  it  is  very 
important,  I  think,  that  it  is  made  mandatory,  because  I  think  this 
is  the  only  way  that  the  States  are  going  to  live  up  to  it. 

In  the  same  way,  we  urge  the  revision  of  the  standards  regularly 
to  assure  that  they  are  up  to  date,  as  I  mentioned  in  the  paper  which  I 
presented,  I  am  thinking  of  one  particular  State  that  is  still  using  1959 
standards,  and  the  cost  of  living  has  risen  over  44  percent  since  then. 
This  is  no  way  to  figure  standards,  and  then  even  over  and  above  that, 
they  only  pay  maybe  70  or  80  percent.  And  this  is  on  the  basis  that 
they  say  that  these  standards  are  the  minimum  that  a  person  needs  in 
order  to  live  decently. 

So  what  they  are  in  effect  saying  is  that  as  a  human  being,  you  ought 
to  have  so  much  money  in  order  to  get  along,  but  we  are  only  going 
to  give  you  x  percent  of  that. 

The  implication  there  is  that  we  don't  want  you  to  live  as  a  human 
being,  and  I  think  that  this  is  quite  an  indictment,  not  only  to  our  total 
public  assistance  system,  but  also  to  our  attitude  toward  taking  care 
of  poor  people. 

Two  specific  provisions  beyond  that,  I  just  want  to  mention  in  pass- 
ing ;  namely,  exemption  of  earnings  being  made  mandatory,  which  we 
think  is  a  very  important  thing,  and  then  the  provision  to  make 
permanent  the  program  of  aid  to  families  with  dependent  children 
where  there  is  an  unemployed  parent.  Not  only  would  we  like  to  see 
this  made  permanent,  but  also  be  made  mandatory.  The  fact  that  there 
are  only  22  States  that  have  to  date  picked  this  up  is  probably  a  good 
indication  that  it  is  going  to  be  a  long  time,  if  ever,  before  very  many 
more  will  do  so,  but  yet  this  is  a  very  important  part  of  the  total 
public  welfare  system. 

And  then  relative  to  the  child  welfare  services  amendments.  I  would 
like  to  make  reference  not  only  to  H.K.  5710,  but  also  to  H.K.  1977, 
which  Congressman  Burke  has  introduced.  Others  have  introduced 
similar  bills. 

And  I  would  like  to  make  one  very  important  comment  and  sug- 
gestion relative  to  this  particular  bill,  and  that  is,  that  if  it  should  be 
adopted,  we  think  that  it  should  be  amended  to  provide  for  the  same 
freedom  of  choice  which  is  included  in  other  legislative  measures. 

There  is  a  reference  in  section  226  to  H.K.  5710  of  freedom  of  choice 
in  medical  assistance.  This  same  thing  might  well  be  in  child  welfare 
services,  so  that  an  individual  eligible  for  child  welfare  services  could 
or  should  himself  or  his  parent  or  guardian  be  free  to  choose  any 
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agency  or  institution  or  person  qualified  to  perform  the  services,  or 
to  give  the  care  required,  and  who  undertakes  to  provide  these  services. 
And  this  particular  provision  we  would  like  to  see  included. 

In  other  words,  the  client  should  have  the  right  to  freely  choose 
the  child  welfare  services  he  desires,  and  to  freely  choose  where  he 
will  receive  them. 

Today  there  is  freedom  of  choice  in  health  services,  federally  fi- 
nanced, freedom  of  choice  in  educational  services,  federally  financed, 
and  the  same  principle  of  freedom  of  choice  should  prevail  in  child 
welfare  services.  The  client  should  be  able  to  choose  the  child  wel- 
fare services  he  needs,  without  the  coercion  implicit  in  the  knowledge 
that  Federal  financial  aid  will  be  provided  only  if  he  chooses  child  wel- 
fare services  under  one  particular  auspices. 

H.R.  1977  does  not  provide  this.  It  should.  The  option  in  this  bill 
lies  with  the  public  agency  to  choose  whether  or  not  to  use  the  private 
nonprofit  agency  for  the  client.  Actually,  the  choice  should  lie  with 
the  client. 

Then,  beyond  that,  we  would  like  to  underscore  the  great  necessity 
for  the  provision  in  this  bill,  H.R.  5710,  for  social  work  manpower 
and  training.  The  shortage  of  social  workers  is  critical.  This  can  be 
shown  statistically,  as  I  am  sure  it  has  been,  to  your  committee.  It 
can  be  expressed  from  experience,  by  many  of  us  who  have  tried  for 
years  to  hire  social  workers,  and  likewise,  the  schools  will  tell  you  the 
very  difficult  time  they  have  in  developing  the  types  of  programs  to 
handle  sufficient  quantity  of  students.  Therefore,  we  think  that  this 
provision  should  be  passed. 

In  addition,  I  think  that  some  provision  should  be  made  for  train- 
ing the  subprofessionals,  also,  because  it  is  going  to  be  a  long  time 
before  we  can  obtain  all  the  trained  people  that  we  need,  and,  there- 
fore, funds  should  be  provided  to  schools  and  agencies  working  to- 
gether, or  separately,  whichever  way  they  can  best  do  it,  to  help  them 
in  the  recruitment  and  on-the-job  training  of  those  who  are  not  en- 
rolled in  a  regular  graduate  or  undergraduate  scholastic  program. 

These,  then,  would  be  the  major  things  that  we  would  want  to  em- 
phasize, and  to  say  that  it  is  a  pleasure  to  be  here  before  the  committee, 
and  to  respond  to  anything  that  I  might  be  able  to  that  you  might  want 
to  bring  up. 

Mr.  Burke  (presiding).  Thank  you  very  much. 
Are  there  any  questions? 

Mr.  Byrnes.  Mr.  Chairman.  First,  Monsignor  Corcoran,  I  want  to 
welcome  you  before  the  committee.  We  all  remember  your  prede- 
cessors and  the  contributions  they  made  to  the  work  of  this  committee. 

There  is  one  area  of  the  old-age  asistance  program  that  has  been 
troubling  me.  In  view  of  some  of  the  evidence  that  the  committee  has 
received,  including  your  testimony,  I  wonder  what  part  the  underly- 
ing insurance  concept  of  the  social  security  program  is  going  to  play 
in  the  future. 

It  seems  to  me  that  the  program  was  originally  designed  to  provide 
a  partial  replacement  for  loss  of  earnings,  and  it  was  founded  on  an 
insurance  concept. 

We  were  going  to  use  this  system  as  an  insurance  program  to  replace 
a  covered  individual's  earnings  lost  through  retirement,  and  later  on 
through  death  or  disability. 
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We,  of  course,  did  weight  benefits  at  the  bottom  of  the  benefit  sched- 
ule. They  got  proportionately  more  in  relation  to  their  contribution 
than  the  people  at  the  higher  wage  base  level.  But  I  wonder  if  you 
propose,  by  suggesting  that  the  benefits  should  provide  a  minimum 
standard  of  living,  is  not  a  departure  from  the  fundamental  concept 
underlying  the  system.  I  wonder  if  we  should  depart  as  sharply  from 
the  orignal  and  fundamental  concept  of  the  system. 

Social  security  benefits,  combined  with  the  benefits  of  other  programs 
to  assist  those  in  need,  should  insure  that  a  decent  level  is  maintained. 
But  don't  we  distort  this  insurance  system  by  using  general  funds  to 
provide  a  level  of  benefit,  based  on  welfare  or  social  conscience  con- 
cepts, rather  than  on  the  basis  of  earnings  replacement. 

Don't  you  see  dangers  to  the  whole  system  in  the  direction  we  are 
moving?  Maybe  we  are  reverting  back  to  a  Townsend  concept,  pro- 
viding everybody  with  a  basic  amount,  and  using  these  various  taxes 
to  finance  it,  rather  than  having  any  wage  relationship  to  the  benefit  ? 

Monsignor  Corcoran.  Well,  certainly  I  think  that  is  the  key  ques- 
tion, in  the  whole  thing. 

Mr.  Byrnes.  Yes. 

Monsignor  Corcoran.  Can  the  insurance  concept  be  preserved? 
Should  it  be  preserved  ?  And  it  would  seem  to  me  that  the  allied  ques- 
tion or  point  of  trying  to  take  care  of  what  is  needed  for  the  decent 
living  as  distinguished,  if  you  will,  from  the  replacement  income, 
touches  on  the  point  that  I  tried  to  make  in  between  my  comments  on 
social  security  and  public  assistance. 

We  seem  to  be  saying,  "Well,  we  will  keep  the  social  security  pro- 
gram a  strict  insurance  program,"  so  that  means  then  we  have  to  look 
to  public  assistance,  but  it  is  inadequate,  and  it  has  been  inadequate 
all  along. 

So  I  would  like  to  see  the  insurance  concept  retained.  It  would 
seem  that  the  key  point  is  that  we  call  this  social  insurance,  and  I 
think  this  broadens  it  beyond  a  strict  insurance  program  such  as  we 
buy  from  a  private  company. 

Mr.  Byrnes.  Yes,  I  realize  that  in  the  beginning  of  the  program  we 
recognized  the  desirability  of  weighting  the  benefits  in  favor  of  lower 
income  people.  But  it  seems  to  me  that  now  what  we  are  doing  is 
using  that  old  concept  that  the  minimum  benefit  should  produce  the 
decent  level  of  living,  under  the  system. 

Monsignor  Corcoran.  I  really  think  it  should. 

Mr.  Byrnes.  If  that  is  the  case,  then  we  are  at  a  real  crossroad, 
to  whether  we  are  going  to  change  the  underlying  concept. 

Monsignor  Corcoran.  I  think  that  we  can  do  that  without  changing 
the  concept  of  an  insurance  program. 

Mr.  Byrnes.  Well,  is  it  insurance  if  there  is  no  relationship  of  bene- 
fits and  wages?  You  are  paying  wage  related  premiums  but  getting 
benefits  unrelated  to  wages  ? 

I  am  talking  now  about  the  person  working  at  the  $10,800  level 
wage  base  under  the  administration's  proposal.  When  you  relate  the 
benefit  to  the  wages  that  will  be  replaced  at  the  Ioav  income  levels  under 
the  administration's  proposal,  the  individual  will  be  receiving  a  bene- 
fit of  109  percent  of  his  average  monthly  wage  when  he  retires.  These 
individuals  will  be  receiving  more  through  the  insurance  system  than 
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they  were  receiving  before  retirement.    Under  your  recommendation 
the  distortion  would  be  even  greater. 
Monsignor  Corcoran.  That  is  right. 

Mr.  Byrnes.  And  the  other  people  at  the  $10,800  base — people 
earning  $900  a  month — their  wage  replacement  will  be  only  42  per- 
cent.   So  that  

Monsignor  Corcoran.  It  is  being  

Mr.  Byrnes.  You  see  my  point  ?  How  close  are  we  adhering  to  the 
insurance  program.  Now,  I  recognize  this  is  a  social  insurance  pro- 
gram. It  is  not  pure  insurance.  But  I  wonder  whether  we  are  going 
to  almost  obliterate  the  word  "insurance,"  and  put  "social"  in  big 
bold  capitals  in  the  program. 

Monsignor  Corcoran.  Yes,  and  our  point  is,  how  far  do  we  go  before 
the  distortion. 

Mr.  Byrnes.  And  make  it  a  welfare  program,  really,  rather  than 
an  insurance  program. 

Monsignor  Corcoran.  And  I  think  we  could  solve  that  problem,  if 
we  would  make  the  public  assistance  programs  adequate. 

Mr.  Byrnes.  That  is  really  what  I  was  hoping  you  would  say. 

Monsignor  Corcoran.  But  the  thing  is  that  I  think  that  we  still 
might  have  to  look  to  this  mechanism,  at  least  temporarily,  in  order  to 
get  to  that  point. 

Mr.  Byrnes.  But  if  we  use  this  as  the  temporary  expedient,  don't 
we  so  distort  it  in  a  way  we  may  be  unable  to  correct  ?  And  you  fore- 
close the  opportunity  of  emphasizing  improvements  in  the  public 
assistance  program,  so  that  your  temporary  expedient  becomes  the 
total  solution,  and  not  just  a  temporary  solution. 

Monsignor  Corcoran.  That  would  be,  I  suppose,  anybody's  guess, 
whether  you  could  or  could  not  get  back. 

Mr.  Byrnes.  Once  you  use  this  system  to  take  care  of  the  inadequa- 
cies in  the  old-age  assistance  program,  what  drive  is  there  to  improve 
the  old-age  assistance  program?  The  constant  pressure  will  still  be 
on  the  old-age  and  survivors  insurance  program.  That  is  what  con- 
cerns me,  quite  frankly,  in  this  crossroads  that  we  seem  to  be  at  at 
this  particular  moment. 

Monsignor  Corcoran.  Well,  I  would  just  say  that  I  certainly  rec- 
ognize that  it  is  a  critical  thing.  I  would  not  have  the  same  fears  that 
you  do,  but  I  would  certainly  agree  that  it  we  could  take  care  of  the 
public  assistance  program  now,  both  our  concerns  would  be  taken 
care  of. 

Mr.  Byrnes.  There  is  another  part  of  your  statement  here  that  dis- 
turbs me.  What  you  have  done  in  making  your  recommendations 
to  the  committee,  the  basis  upon  which  you  have  predicated  your 
proposals  here,  is  to  focus  solely  on  the  old-age  and  survivors  insur- 
ance program  to  provide  the  beneficiaries  with  an  opportunity  to  both 
live  in  decency  and  in  accord  with  their  dignity. 

That  program,  as  you  say,  on  page  2,  is  to  provide  that,  this  ade- 
quate living  standard,  but  that  does  not  take  into  consideration  that 
many  of  these  people  receiving  old-age  and  survivors  and  disability 
insurance  benefits  also  get  old-age  assistance  benefit  as  a  supplement. 

You  seem  to  be  looking  at  the  programs  separately.  At  the  bottom 
of  page  3,  you  talk  about  adequacy  of  the  old-age  assistance  program. 


1828  SOCIAL  SECURITY  AMENDMENTS  OF  1967 


You  point  out  that  the  average  monthly  grant  was  $67.45  per  recipient. 
But  that  does  not  take  into  consideration  that  half  of  these  recipients, 
under  old-age  assistance  are  getting  a  social  security  benefit,  so  that  the 
amount  that  that  individual  or  couple  is  getting  is  supplemented. 

As  I  understand  it,  you  have  about  2  million  on  old-age  assistance 
today. 

Monsignor  Corcoran.  Yes. 

Mr.  Byrnes.  And  half  of  those  also  are  getting  old-age  and  sur- 
vivors insurance  benefits.  The  basic  point  I  am  trying  to  make  is  that 
we  cannot  look  at  just  one  aspect  of  the  overall  system.  We  have  to 
look  at  what  is  the  combined  result  of  the  old-age  and  survivors  insur- 
ance program,  and  the  old-age  assistance  program  to  determine  the 
adequacy  of  what  is  being  provided  to  the  individual.  We  can  then 
find  the  inadequacy,  and  we  try  to  provide  for  it ;  but  can't  do  it  by 
just  looking  at  the  old-age  and  survivors  insurance  system  or  the  old- 
age  assistance  program  and  saying,  "Does  this  by  itself  provide  an  ade- 
quate level?" 

Monsignor  Corcoran.  -  I  would  not  want  to  convey  that  I  was  doing 
that,  and  I  would  be  pressing  for  adequacy  in  each  one  of  the  programs. 

Mr.  Byrnes.  But  shouldn't  it  be  the  adequacy  in  terms  of  the  com- 
bined effect  of  the  program  ? 

Monsignor  Corcoran.  Yes,  sir. 

Mr.  Byrnes.  I  get  the  impression  here  that  you  are  looking  to  the 
adequacy  of  one  program  all  by  itself,  and  then  looking  at  the  adequacy 
of  another  program  all  by  itself,  rather  than  in  the  conjunction. 

Monsignor  Corcoran.  Yes. 

Mr.  Byrnes.  But  one  is  a  base  on  which  the  other  is  built — is  added 
to. 

Monsignor  Corcoran.  I  would  like  to  see  them  coordinated.  I  did 
try  and  make  that  point,  at  least  verbally.  I  must  admit,  considering 
the  slowness  in  which  the  public  assistance,  the  old-age  assistance  has 
been  made  adequate,  that  I  do  look  to  Social  Security  to  provide  a 
decent  income  for  those  who  are  at  the  minimum  level. 

And  it  does  run  some  of  these  risks  that  you  mention,  but  I  think 
that  still,  it  would  not  destroy  the  system,  I  don't  think  it  would  distort 
it  greatly,  and  I  think  it  would  provide  this  decent  living  for  these 
people. 

Now,  however,  if  the  public  assistance  would  come  along  in  the  way 
that  I  would  like  to  see  it,  this  might  not  make  that  demand,  but  as  I 
say,  I  must  admit  to  a  certain  amount  of  pessimism  on  that. 

Mr.  Byrnes.  I  am  concerned  about  what  will  happen  to  the  old-age 
and  survivors  system.  Now  that  we  have  approached  universal  cov- 
erage, we  have  a  program  that  we  should  protect,  because  it  provides  a 
very  desirable  basis  of  protection.  But  when  people  start  comparing 
what  they  and  their  employers  will  be  contributing  under  the  projected 
payroll  taxes  through  the  years  with  expected  benefits,  they  will  con- 
clude that  their  contributions  and  their  employers — which  they  have 
been  told  through  the  years  are  on  their  behalf — far  exceed  benefits. 
They  will  realize  they  could  get  a  better  benefit  through  private 
arrangements. 

Then  you  start  getting  into  danger  with  the  people,  particularly 
those  at  the  higher  wage  base,  and  may  diminish  their  willingness  to 
support  the  system. 
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You  have  taken  from  Peter  at  the  higher  wage  level  to  pay  Paul  at 
the  bottom  end  in  a  system  that  is  predicated  on  insurance.  I  just 
wonder  whether  that  doesn't  put  a  threatening  roadblock  to  keeping 
the  old-age  and  survivors  insurance  system  on  a  sound  insurance  basis 
on  which  we  can  predicate  the  very  regressive  payroll  taxes. 

Monsignor  Corcoran.  Yes. 

Mr.  Byrnes.  Once  you  discontinue  the  insurance  concept,  then  I 
think  you  immediately  get  into  trouble  as  to  whether  you  can  justify 
the  most  regressive  tax  we  have;  namely,  a  payroll  tax  on  the  first 
dollar  you  earn. 

Monsignor  Corcoran.  I  think  this  would  point  to  the  question  of  the 
inclusion  of  some  general  revenue  funds  in  it. 

Mr.  Byrnes.  Doesn't  that  distort  the  insurance  concept  ? 

Monsignor  Corcoran.  Not  if  it  is  kept  within  a  certain  limitation. 

Mr.  Byrnes.  You  are  using  that  to  justify  the  welfare  aspect.  How 
do  you  distinguish  one  from  the  other  ?  That  is  why  it  seems  to  me 
that  the  general  fund  should  be  used  to  beef  up  the  public  assistance 
program,  to  make  the  combined  programs  insure  that  people  have  at 
least  a  decent  level.  This  has  the  virtue  of  protecting  both  programs 
appropriately. 

Monsignor  Corcoran.  Yes.  I  would  think  that  a  limited  amount  of 
general  revenue  funds  to  cover  this,  say,  the  social  side  of  the  social 
insurance,  would  not  distort  it,  and  would  be  helpful  to  assure  you 
might  say,  the  answer  to  the  people  in  the  higher  income  bracket  that 
would  be  concerned  about  their  return,  for  what  they  paid  in. 

Mr.  Byrnes.  I  know  there  are  some  people  who  are  moving  in  the 
direction  of  using  the  old-age  and  survivors  insurance  system,  by  mak- 
ing the  benefits  big  enough,  to  get  rid  of  the  old-age  assistance 
program. 

Monsignor  Corcoran.  I  would  not  be  advocating  that. 

Mr.  Byrnes.  Then  it  seems  to  me  you  have  the  very  difficult  problem 
of  justifying  any  part  of  a  payroll  tax  to  finance  a  benefit  that  under 
those  circumstances  goes  beyond  the  wage-related  aspect. 

I  think  you  can  justify  a  payroll  tax,  a  regressive  tax,  on  the  basis 
that  the  benefits  are  wage-related.  When  you  start  taxing  wage  earners 
with  little  relation  of  benefits  to  wages,  aren't  you  really  in  the  welfare 
area  ?  When  it  is  in  the  welfare  area,  I  am  not  sure  that  you  can  justify 
this  kind  of  a  tax. 

I  think  you  have  to  then  revert  to  the  more  progressive  tax.  It  is 
just 'a  thought. 

Thank  you  very  much. 

Mr.  Burke.  Any  further  questions? 

Monsignor,  under  the  present  system,  I  think  you  understand  that 
when  the  Federal  Government  increases  a  social  security  payment,  say 
7  percent,  then  the  old-age  assistance  payment  from  the  State  is 
reduced  by  that  amount. 

Monsignor  Corcoran.  Yes. 

Mr.  Burke.  And  actually,  some  of  this  is  being  paid  out  of  general 
funds  today. 
Monsignor  Corcoran.  Yes. 

Mr.  Burke.  Not  directly,  but  indirectly.  Some  place  along  the  line, 
general  funds  are  financing  payments  to  the  aged,  not  under  the  social 
security  fund,  but  under  old-age  assistance. 
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When  the  Federal  Government  increases,  say,  5  percent,  and  then  the 
State  government  or  State  welfare  department  reduces  by  5  percent 
the  payment  that  the  recipient  receives,  actually  the  present  old-age 
assistance  is  being  financed  under  general  revenue,  so  there  is  actually 
no  new  concept  here.  I  think  that  what  is  bothering  most  of  us 
today  is  what  the  elderly  person  needs  to  survive,  and  to  meet  the  basic 
cost  of  necessities  of  life.  There  are  many  people  that  are  receiving 
social  security  today  who  need  additional  money.  This  social  security 
check  is  very  low,  but  they  are  too  proud  to  apply  for  old-age  assistance. 
These  are  some  of  the  problems  that  Congress  has  to  face.  This  concept 
of  going  into  partial  general  revenue  financing  does  not  bother  me, 
personally.  I  think  that  what  we  should  concern  ourselves  with  is  the 
problems  of  the  people  and  their  needs.  That  is  why  I  think  that  this 
year,  or  the  next  year,  or  the  next  few  years,  we  will  have  to  face  this 
problem,  and  face  it  realistically,  irrespective  of  how  they  get  the 
money. 

We  will  have  to  get  the  money  into  the  hands  of  these  people  because, 
as  you  have  pointed  out,  and  as  many  other  witnesses  have  pointed  out, 
welfare  and  old-age  assistance  is  totally  inadequate,  and  our  social 
security  payments  are  inadequate,  and  we  will  just  have  to  find  that 
revenue  someplace. 

That  is  our  responsibility. 

Now,  to  get  down  to  the  statement  on  child  welfare,  I  appreciate 
your  statement  very,  very  much,  in  support  of  my  bill,  in  pointing 
out  the  failure  of  having  the  freedom  of  choice  in  there.  That  was 
an  inadvertence  on  my  part,  and  I  want  to  have  that  in  the  record. 

Actually,  former  Congressman  John  Fogarty,  of  Rhode  Island, 
asked  me  to  introduce  this  bill,  and  in  having  it  drafted,  inadvertently 
we  neglected  to  include  that,  but  if  I  am  successful  in  prevailing  upon 
this  great  committee  to  adopt  the  provisions  of  that  bill,  I  am  going 
to  try  to  add  that  to  the  bill.  You  wjould  support  that  bill,  if  the  free- 
dom of  choice  provision  is  in  it.    Is  that  correct  ? 

Monsignor  Corcoran.  That  is  correct.  We  have  discussed  this,  and 
this  is  a  key  issue  in  it,  I 

Mr.  Burke.  Yes.  j 

Mr.  Bush.  Mr.  Chairman,  just  one1  question. 

I  am  relatively  new,  monsignor,  on  this  committee,  and  there  have 
been  several  allusions.  Mr.  Burke  made  one  just  now,  to  the  pride 
involved  in  people  not  wanting  welfare,  and  I  am  confused.  Your 
statement  troubles  me  in  this  regard,  when  you  express  throughout 
it  the  human  implications  and  the  social,  justifiably  and  certainly  with 
understandable  concern,  the  problems  of  basic  or  minimums,  minimum 
standards,  and  this  kind  of  thing,  for  living. 

Do  you  think  that  this  question  of  pride  that  Mr.  Burke  alluded 
to  enters  into  this  whole  consideration  ?  In  other  words,  are  we  saying, 
"Let's  put  more  benefits  on,  but  let's  keep  it  under  social  security,  or 
under  all  these  alphabetized  programs,  because  people  are  proud  and 
don't  want  to  accept  welfare." 

Mr.  Burke.  Will  the  gentleman  yield  before  he  gets  to  that  ? 

Mr.  Bush.  Yes. 

Mr.  Burke.  I  merely  pointed  out  in  my  statement  that  I  know 
many  people  who  receive  their  social  security  checks,  but  who  do  not 
apply  for  welfare.   And  their  checks  are  around  60  or  70  
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Mr.  Bush.  And  it  is  not  enough.  That  is  right. 

Mr.  Burke.  I  merely  made  that  observation.  The  monsignor  didn't 
comment. 

Mr.  Bush.  I  was  saying,  Mr.  Chairman,  there  have  been  other  al- 
lusions in  testimony  here  on  this,  and  just  for  my  own  edification,  and 
perhaps  for  the  record,  would  you  care  to  comment  on  this  question 
of  a  person's  pride,  vis-a-vis  the  welfare  system  ?  If  it  is  under  social 
security,  or  they  feel  it  is  insured,  then  pride  in  asking  for  benefits 
or  taking  something  from  the  Government  does  not  enter  in. 

I  think  that  is  the  underlying  point  which  Mr.  Byrnes  was  talking 
about,  and  I  would  just  like  to  know  your  view,  whether  you  feel  there 
is  this  pride  factor  that  wants  to  keep  as  much  of  it,  whether  we  get 
away  from  any  reasonable  or  realistic  funding,  under  the  payroll  tax. 
Are  we  dealing  here  with  a  pride  factor  by  somebody  saying,  "Well, 
I  don't  want  to  accept  welfare"  ?    To  your  knowledge  ? 

Monsignor  Corcoran.  I  think  there  would  be  a  couple  of  points  I 
would  make  with  regard  to  that.  One,  naturally,  under  the  social 
security  program,  it  looked  upon  as  something  they  have  contributed 
to,  and,  theref  ore,  there  is  a  certain  aspect  of  the  earning,  rather  than 
a  direct  grant,  and,  therefore,  relative  to  social  security,  a  person 
would  not  have  the  same  attitude  toward  that  he  would  to  old-age 
assistance. 

Now,  I  think  further,  and  I  didn't  touch  upon  this  as  I  spoke,  but  I 
touched  upon  it  in  the  paper  that  I  presented;  namely,  that  if — this 
is  an  opinion — that  if  the  assistance  programs  could  be  simplified, 
and  the  grants  could  be  delivered,  and  as  the  phraseology  goes,  in  a 
dignified  manner.  I  think  that  this  would  do  away  with  a  good  bit  of 
this  particular  attitude.  It  is  an  attitude  on  the  part  of  some  people, 
I  believe,  of  pride.  I  think  it  is  an  attitude  of  reluctance  to  get  in- 
volved in  such  an  extensive  investigatory  process,  and  so  forth,  and 
if  this  could  be  simplified,  it  would  help  out  on  the  public  assistance 
side  of  things. 

Mr.  Bush.  In  other  words,  it  does  affect  the  thinking. 

Monsignor  Corcoran.  I  think  so.  I  don't  know  how  extensive  it 
would  be,  but  to  express  a  personal  experience,  having  worked  in 
Catholic  charities  now  for  approximately  or  over  20  years,  I  recall 
that  we  have  had  people  come  to  us,  asking  for  assistance,  and  we 
would  suggest  they  go  to  a  welfare  department,  and  they  say,  "Well, 
I  don't  want  to  take  welfare,"  but  they  would  take  assistance  from  us, 
and  we  would,  whenever  we  could,  provide  it. 

So  there  is  an  attitude  toward  the  welfare  program,  that  I  think 
needs  to  be  handled.  And  I  think  that  there  are  many  things  that 
have  to  be  done  to  make  the  public  assistance  programs  adequate, 
and  to  bring  the  benefits  to  the  people  in  a  way  that  is  going  to  cause 
them  the  least  embarrassment  and  difficulty. 

Mr.  Bush.  Thank  you,  sir.  Thank  you,  Mr.  Chairman. 

Mr.  Burke.  Mr.  Gilbert, 

Mr.  Gilbert.  May  I  say  that  I  found  this  to  be  the  case  in  many  of 
the  areas  of  my  district  in  New  York.  Take  the  medicaid  program. 
I  know  that  many,  many  people  have  failed,  or  neglected  or  refused, 
to  go  to  the  welfare  office  to  apply  for  medicaid,  because  they  somehow 
dislike  the  stigma  of  going  to  a  welfare  office.  And  I  agree  with  you 
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completely.  I  think  it  is  pride,  aild  perhaps  the  terminology.  The 
word  "welfare"  connotes  too  many!  things  to  people,  and  as  a  result, 
they  j  ust  won't  come  to  the  office. 

Monsignor  Corcoran.  I  think  again,  from  my  experience,  that  this 
is  less  prevalent  in  the  old-age  assistance  category  than  it  is  in  some 
of  the  other  public  assistance  programs,  but,  nevertheless,  there  is 
still  something  to  the  same  attitude. 

Mr.  Gilbert.  Yes.    I  would  agree.    Thank  you. 

The  Chairman.  Are  there  any  further  questions  ? 

Monsignor,  I  apologize  for  not  being  able  to  be  present  while  you 
gave  your  testimony,  but  I  will  read  it,  and  thank  you,  sir,  for  coming. 

Monsignor  Corcoran.  Thank  you. 

The  Chairman.  Mr.  Gilbert. 

Mr.  Gilbert.  Mr.  Chairman,  I  would  like  to  welcome  before  the 
committee  a  very  distinguished  citizen  from  the  city  of  New  York. 
Commissioner  Ginsberg  is  an  expert  in  welfare,  and  on  all  its  prob- 
lems, and  I  am  delighted  he  is  here  to  give  the  benefit  of  his  views  to 
our  committee. 

The  Chairman.  Thank  you,  Mr.  Gilbert. 

We  appreciate  having  you  with  us,  Commissioner  Ginsberg.  We 
will  all  be  interested  in  what  you  have  to  say. 

STATEMENT  OF  MITCHELL  I.  GINSBERG,  COMMISSIONER,  NEW 
YORK  CITY  DEPARTMENT  OF  WELFARE;  ACCOMPANIED  BY 
MURRAY  DRABKIN,  SPECIAL  ASSISTANT  TO  THE  MAYOR  OF  THE 
CITY  OF  NEW  YORK 

Mr.  Ginsberg.  Thank  you,  Mr.  Chairman,  and  Congressman  Gil- 
bert. I  am  accompanied  here  by  Mr.  Murray  Drabkin,  who  is  special 
assistant  to  Mayor  Lindsay  and  in  charge  of  his  Washington  office. 

The  Chairman.  We  are  pleased  to  have  you  with  us  today.  And 
give  our  regards  to  the  mayor  when  you  See  him. 

Mr.  Drabkin.  Thank  you. 

The  Chairman.  If  you  need  to  omit  any  parts  of  the  statement,  or 
want  to,  do  so  with  the  understanding  the  entire  statement  will  be  in 
the  record- 
Mr.  Ginsberg.  Thank  you,  Mr.  Chairman.    I  appreciate  the  oppor- 
tunity to  be  here. 

Summary 

The  proposed  amendments  have  major  implications  for  health  and 
welfare  services  in  the  city  of  New  York  and  point  to  the  future  direc- 
tion of  care  and  assistance  throughout  the  Nation.  While  we  support 
most  of  the  specific  proposals,  we  urge  that  they  be  further  developed 
in  the  areas  of  child  welfare  and  public  assistance. 

Title  II,  Part  3 :  The  Child  Welfare  Services  Amendments  would 
bring  some  assistance  to  the  cities  and  States  laboring  to  fulfill  the 
mandate  of  the  1962  amendments.  But  H.K.  5710  falls  far  short  of 
the  needs  and  goals  defined  by  the  President  in  his  message  on  chil- 
dren and  youth.  It  also  fails  to  provide  the  resources  necessary  to 
fulfill  Congress  own  mandate  on  the  States  to  provide  comprehensive 
child  welfare  services  by  1975.    We  urge  a  more  substantial,  equitable 
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formula  of  Federal  matching,  on  a  par  with  what  is  now  provided  for 
aid  to  families  with  dependent  children:  75  percent  matching  for 
both  personnel  and  program  costs. 

We  strongly  support  title  II,  parts  1  and  4,  the  public  assistance 
amendments.  The  proposal  to  make  T-AFDC  payments  permanent 
is  so  important,  in  fact,  that  we  urge  that  this  provision  be  made 
mandatory. 

In  addition,  we  recommend  the  extension  of  Federal  sharing  to 
general  relief.  Federal  participation  is  now  conspicuously  absent 
from  the  support  of  intact  families.  The  extension  of  earnings  ex- 
emptions to  all  welfare  recipients  is  also  crucial,  and  deserving  of 
strong  support. 

Main  Statement 

The  proposed  amendments  to  the  Social  Security  Act  have  major 
implications  for  health  and  welfare  services  in  the  city  of  New  York 
and  point  to  the  future  direction  of  care  and  assistance  throughout 
the  Nation.  While  we  support  most  of  the  proposals,  we  urge  that 
they  be  further  developed  in  the  areas  of  child  welfare  services  and 
public  assistance. 

CHILD  WELFARE  SERVICES  AMENDMENTS 

In  the  light  of  the  Nation's  concern  for  and  interest  in  children,  it 
must  remain  a  startling  anomaly  that  there  is  no  significant  Federal 
support  for  child  welfare  programs  operated  by  the  States  and  locali- 
ties. 

The  debate  within  the  field  of  social  welfare  about  how  to  prevent 
what  has  been  called  the  cycle  of  dependency  is  today  becoming  a 
wider  public  debate.  The  Nation  is  becoming  aware  of  the  necessity 
for  protecting  and  salvaging  our  deprived  and  neglected  children. 
If  we  do  not,  we  will  continue  to  waste  our  most  precious  national 
resource  as  well  as  the  tax  dollars  that  are  now  spent  on  picking  up 
the  pieces  of  crippled  lives. 

Congress  was  obviously  aware  of  the  need  for  a  new  approach  to 
child  welfare  when,  in  the  1962  amendments,  it  set  for  the  States  the 
goal  of  developing  comprehensive  services  to  children  by  1975.  Pre- 
vention of  family  breakdown  and  protection  of  children  were  identified 
as  priorities,  not  just  placement  of  neglected  children  away  from 
home. 

But  the  1962  amendments,  while  providing  support  for  experi- 
mentation and  advice,  did  not  provide  the  resources  to  advance  sig- 
nificantly toward  the  goal.  The  proposals  now  before  you  in  section 
235  represent  a  beginning,  but  they  fall  far  short  of  the  needs,  of  the 
goals  defined  by  the  President  in  his  message  on  Children  and  Youth, 
and  of  the  resources  necessary  to  fulfill  the  mandate. 

While  New  York  City  would  not  lose  Federal  support  under  the 
new  proposals,  we  would,  in  effect,  be  penalized  for  the  enormous  effort 
we  have  made  in  building  comprehensive  services  on  our  own.  Since 
H.E.  5710  extends  75  percent  Federal  matching  only  to  personnel 
costs  added  after  the  bill's  enactment,  the  city  and  State  would  have 
to  continue  bearing  alone  the  greatly  expanded  programs  we  have 
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developed  in  the  past  5  years.  Other  States  who  have  been  similarly 
active  would  be  similarly  penalized. 

Therefore,  we  respectfully  urge  revision  of  section  235  toward  a 
formula  that  would  bring  Federal  support  for  child  welfare  programs 
in  line  with  that  given  to  programs  for  public  assistance :  75  percent 
Federal  matching  for  all  personnel  and  training  costs. 

Second,  we  urge  revision  of  section  236  to  remove  the  requirement 
for  annual  authorizations,  making  child  welfare  appropriations  open 
ended  as  they  are  in  the  public  assistance. 

Third,  we  urge  the  development  of  a  formula  for  matching  the 
operational  costs  of  child  welfare  programs,  including  day  care  and 
foster  care,  along  the  lines  proposed  in  H.E.  1977,  introduced  by 
Congressman  Burke. 

TODAY  IN  NEW  YORK  CITY 

On  any  one  day  in  New  York  City,  there  are  about  2,000  children 
waiting  long-term  care  suited  to  their  needs.  They  are  waiting  in 
temporary  shelters,  in  State  hospitals,  and  schools,  in  temporary 
boarding  homes,  and  in  home  of  their  own  that  have  been  defined  as 
unsuitable  or  even  dangerous.  These  children  are  in  limbo — waiting 
because  there  are  not  enough  permanent  foster  homes  or  a  variety  of 
residences  particularly  suited  to  them. 

We  know  that  there  are  thousands  of  other  children  just  like  them, 
who  have  not  been  identified  because  we  do  not  have  the  staff  or 
facilities  to  find  or  care  for  them. 

The  problem  is  chronic,  and  so  is  our  inability  to  encompass  it.  Let 
there  be  a  story  of  one  neglected  or  abused  child  in  the  newspaper,  and 
the  community  is  aroused.  But  numbers  in  the  thousands  are 
paralyzing. 

We  are  failing  these  children.  Five  years  ago  the  problem  was 
similar.  The  children  we  were  unable  to  care  for  then  are  now  5  years 
older — possibly  delinquent,  possibly  dropping  out  of  school  and  headed 
for  unemployment,  possibly  moving  toward  the  public  assistance  rolls. 

Yet,  for  none  of  the  services  we  have  been  able  to  devise  do  we 
receive  Federal  support. 

Today,  New  York  City  is  supporting  21,993  youngsters  outside  their 
own  homes — 9,395  in  institutions  and  13,823  in  boarding  homes — with 
no  help  from  the  Federal  Government. 

Of  these,  about  2,600  children  are  ready  for  adoption ;  but  our  pro- 
grams to  find  scarce,  suitable  adoptive  parents  receive  no  Federal 
support. 

In  addition,  we  have  developed  a  service  for  abused  children — 800 
have  been  identified  in  the  past  2  years  and  removed  from  homes 
where  they  were  cruelly  treated.  This  project,  too,  receives  no  Federal 
support. 

Thousands  of  children  have  been  cared  for  in  their  own  homes  by 
our  400  homemakers.  We  estimate  that  about  6,000  children  have  been 
spared  removal  from  home  by  this  program,  but  it  receives  no  Federal 
funds  unless  the  family  involved  fits  into  one  of  the  Federal  public 
assistance  categories. 

The  city  has  93  day  care  centers  for  about  7,000  children  of  mothers 
who  are  either  employed  or  too  disabled  to  care  for  them.   There  are 
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6,000  children  on  the  waiting  list.  It  is  estimated  that  triple  that 
number  could  use  day  care  services  if  they  were  available.  This  vital 
program  receives  no  Federal  support. 

The  city's  budget  next  year  for  these  programs  is  about  $123  mil- 
lion, with  about  $61  million  in  reimbursement  from  the  State  and  $2.7 
million  in  Federal  reimbursement  for  a  few  small  programs. 

PERSONNEL  AND  TRAINING 

The  heavy  expense  in  expanding  our  child  welfare  programs  will, 
of  course,  be  for  staff.  The  kind  of  aggressive,  sophisticated  program 
that  must  be  operated  to  seek  out  seriously  deprived  children  in  the 
community,  to  counsel  with  their  parents  to  improve  family  life  and 
to  provide  auxiliary  services,  can  only  be  successful  with  a  highly 
trained  and  well  qualified  staff.  We  well  know  how  short  is  the  sup- 
ply of  such  staff. 

Here  the  provisions  in  section  235  are  a  significant  step  forward, 
supporting  the  staff  costs  for  additional  programs  the  city  is  able  to 
create.  But  we  believe  these  provisions  should  be  extended  to  support 
all  staff  in  the  child  welfare  program,  provided  that  the  State  in  no 
way  reduces  its  own  financial  contributions. 

Section  235  is  severely  limited  in  this  regard.  More  adequate  to 
the  needs  of  our  children  would  be  the  provisions  in  H.R.  1977,  which 
would  offer  States  75  percent  Federal  reimbursement  for  personnel 
and  training  costs  across  the  board. 

Such  an  arrangement  would  bring  support  for  child  welfare  pro- 
grams into  parity  with  that  given  to  public  assistance  programs.  In 
New  York  City,  there  are  about  350,000  children  whose  support  is 
shared  by  the  Federal  Government  through  the  public  assistance  pro- 
gram of  aid  to  families  with  dependent  children.  These  children  have 
been  deprived  of  the  support  of  one  parent,  but  are  able  to  remain  at 
home. 

How  can  we  justify  Federal  support  for  these  children,  while  deny- 
ing it  to  children  who  are,  in  effect,  homeless?  The  city's  21,933 
young  charges  have  been  deprived  of  both  their  parents  through 
emotional  or  social  disability  and  have  had  to  be  removed  from  their 
own  homes  for  proper  care. 

PROGRAM  COSTS 

For  neglected,  deprived  children,  it  is  essential  that  a  wide  range  of 
services  be  available — institutions,  individual  foster  homes,  group 
homes,  small  and  large  supervised  residences,  adoption,  preventive, 
and  protective  services  at  home. 

In  addition  to  the  high  personnel  costs  of  these  programs,  the  op- 
erating costs  are  prohibitive  for  States  and  localities  to  carry  alone. 

Day  care,  for  example,  could  be  expanded  substantially  with  funds 
for  renovating  or  buying  suitable  facilities.  Foster  families,  we  are 
convinced,  could  be  recruited  in  much  greater  numbers  if  the  present 
board  rate  of  $115  per  month  per  child  could  be  increased  and  a  fee 
could  be  paid  to  the  family  for  their  services.  The  development  of 
group  foster  homes  and  family  day  care  could  be  accelerated  if  funds 
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were  available  to  rent  and  furnish  facilities,  and  to  provide  program 
materials. 

For  the  institutional  program,  building  funds  are  crucial.  As  our 
knowledge  of  child  development,  mental  retardation  and  emotional  ill- 
ness expands,  we  see  more  and  more  the  need  for  many  different  kinds 
of  institutions — cottage- type  residences,  group  homes,  residential  treat- 
ment centers.  Both  the  number  and  variety  of  such  facilities  is 
severely  limited  and  often  a  child  suffers  just  as  much  from  being 
placed  in  the  wrong  type  of  environment  away  from  home  as  he  did 
on  the  street. 

We  therefore  urge  revision  of  section  235  to  include  at  least  50- 
percent  Federal  reimbursement  for  operating  child  welfare  programs. 
The  provisions  in  H.K.  1977,  for  example,  would  provide  50-  to  83- 
percent  reimbursement  for  operating  expenses,  again  assuming  no 
reduction  in  the  existing  programs  of  the  State. 

THE  FUTURE  OF  PUBLIC  CHILD  WELFARE  PROGRAMS 

In  the  Social  Security  Amendments  of  1962,  Congress  made  it  man- 
datory for  States  to  develop  comprehensive  child  welfare  services  by 
1975.  It  is  obvious  after  5  years  of  independent  effort  that  compli- 
ance with  this  mandate  will  be  impossible  unless  the  Federal  Govern- 
ment can  increase  its  financial  participation  in  both  service  and  per- 
sonnel costs  for  building  and  strengthening  child  welfare  programs. 

In  New  York  City,  we  have  a  blueprint  for  expanding  our  public 
services  to  meet  the  needs  of  all  our  children.  Prevention  of  break- 
down in  family  life  is  the  highest  priority.  Homemaker  services  will 
be  doubled ;  a  24-hour  protective  service  to  children  at  home  is  being 
developed ;  staff  to  investigate  cases  of  child  abuse  is  being  expanded ; 
new  devices  for  day  care  and  family  couseling  are  being  sought. 

It  was,  therefore,  extremely  disheartening  to  those  who  work  closely 
with  the  problems  of  our  children  to  learn  of  the  very  small  advances 
that  would  be  possible  mider  section  235  of  the  proposed  amendments. 
I  assure  you  that  we  will  continue  to  do  everything  possible  to  protect 
our  neglected  children.  But  we  can  do  only  what  staff  and  funds  will 
allow. 

Public  Assistance  Amendments 
federal  support  for  intact  families 

As  we  question  the  validity  of  depriving  homeless  children  of  the 
Federal  support  that  is  given  to  one-parent  children  in  AFDC  families, 
so  we  would  question  the  justification  for  Avithholding  Federal  support 
from  intact  families. 

Section  208  is  an  important  step  toward  alleviation  of  this  situa- 
tion— one  of  the  most  destructive  features  of  public  assistance.  A 
program  that  denies  support  to  a  family  when  the  father  is  unem- 
ployed and  in  the  home,  tends  to  drive  the  father  out  of  the  home  so 
his  family  may  receive  AFDC  payments  rather  than  the  usually  in- 
adequate allowances  available  under  the  general  assistance  program. 

Failure  to  provide  adequate  assistance  to  intact  families  defeats 
one  of  the  basic  objectives  of  public  assistance,  which  is  to  strengthen 
family  life. 
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The  proposal  to  make  T-AFDC  payments  permanent  is  so  im- 
portant, we  feel,  that  we  urge  the  committee  to  recommend  making 
this  provision  mandatory  on  all  States  as  an  indication  that  we  take 
very  seriously  the  importance  of  preserving  and  protecting  family 
life. 

We  also  recommended  extending  this  principle  to  assistance  cases  in 
which  the  employed  father's  income  does  not  meet  public  assistance 
standards.  In  New  York  City  there  are  about  13,000  large  families, 
comprising  about  63,000  persons,  that  are  now  receiving  supplemen- 
tary assistance  because  the  father's  income  is  inadequate  for  the 
family's  needs. 

This  is  one  of  the  few  such  programs  in  the  Nation  and  now  receives 
no  Federal  support  since  it  is  part  of  the  general  assistance  program. 
These  families  in  which  the  father  has  enough  motivation  to  work 
full  time  to  provide  for  his  household  are  as  deserving  of  Federal 
support  as  are  families  that  rely  entirely  on  public  assistance  pay- 
ments. 

EMPLOYMENT  INCENTIVES 

The  extension  of  opportunities  for  AFDC  recipients  to  retain  some 
earned  income,  under  section  201,  deserves  strong  support. 

New  York  City  has  proposed  to  the  State  and  Federal  Governments 
a  demonstration  under  section  1115  of  the  Social  Security  Act  that 
would  give  all  employed  clients  on  full  assistance  budget  exemptions 
similar  to  those  they  now  receive  only  when  they  are  employed  by  an 
Office  of  Economic  Opportunity  program. 

Under  the  city's  proposal,  employed  welfare  recipients  would  have 
budget  exemptions  made  for  the  first  $85  earned  in  a  month,  plus  30 
percent  of  the  remainder  up  to  a  reasonably  adequate  standard,  at 
which  time  public  payments  would  cease. 

Perhaps  the  committee  would  consider  increasing  the  exemption 
proposed  in  section  201  along  the  lines  of  the  OEO  system  and  the 
New  York  City  demonstration.  A  budget  exemption  of  $50  per  per- 
son as  proposed  in  section  201  may  be  too  low,  since  economic  studies 
have  shown  that  employment  incentives  must  be  meaningful  and  sig- 
nificant to  produce  the  desired  result:  securing  and  retaining  em- 
ployment. 

In  the  same  area  of  concern,  section  204  will  give  substantial  sup- 
port to  a  locality's  efforts  to  return  welfare  recipients  to  self-main- 
tenance. The  proposed  training  incentive  of  $20  per  week  is  substan- 
tially higher  than  the  $10  and  $5  a  week  New  York  is  now  able  to 
provide  for  welfare  clients  in  training. 

In  the  same  way,  we  support  section  204,  and  as  I  was  coming  up  on 
the  plane  this  morning,  by  chance,  I  was  reading  the  minutes  of  one 
of  an  advisory  committee  of  clients  that  we  have  set  up  in  the  Brook- 
lyn area,  and  I  thought  even  though  it  would  add  a  minute  or  two  to 
the  time,  that  you  would  be  interested  in  their  words  as  an  indication 
of  how  this  problem  really  affects  us  and  affects  people  in  the  Nation. 

This  is  a  group  of  ADC  mothers  who  meet  once  a  month  and  give  us 
advice  and  guidance  with  our  welfare  program,  and  let  me  just  read  it 
literally.  One  member  spoke  of  the  difficulty,  one  AFDC  mother,  the 
parents  who  want  to  work  encounter  when  seeking  employment. 
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A  general  discussion  of  this  problem  followed  and  several  members 
told  of  their  personal  desires  to  work,  and  of  their  frustrated  efforts  to 
reach  this  goal.  It  was  pointed  out  that  the  problem  of  child  care  pre- 
vented most  mothers  from  working.  It  is  a  well-known  fact  in  New 
York  that  the  available  day  care  facilities  are  simply  not  ample  to 
meet  the  needs  of  the  community;  hence,  mothers  cannot  use  these 
services. 

One  member  illustrated  how  the  present  department  of  welfare  pol- 
icy thwarts  the  attempts  of  ADC  mothers  to  develop  child  care  serv- 
ices even  on  their  own  initiative.  She  told  of  a  situation  where  several 
ADC  mothers  got  together,  and  arranged  for  another  ADC  mother  to 
care  for  their  children.  These  mothers  who  started  working  and  then 
went  off  welfare  and  paid  for  their  children's  day  care  to  the  mother 
of  this  other  ADC  family.  This  arrangement  unfortunately  was 
short-lived,  because  the  welfare  department  started  to  deduct  from  the 
budget  of  the  mother  who  was  taking  care  of  the  children  what  she 
was  getting  from  the  other  mothers,  and,  therefore,  she  could  not  con- 
tinue this  arrangement,  because  it  turned  out  literally  that  she  was 
working  for  nothing.  Being  unable  to  find  an  alternative  day  care 
plan,  the  working  mothers  had  to  terminate  their  employment,  and 
again  apply  for  public  assistance,  so  we  had  five  mothers  who  went  out 
and  got  jobs,  and  had  gone  off  public  assistance,  and  were  paying  for 
care  for  their  children  to  another  mother,  who  also  was  drawing  public 
assistance,  and  then  because  of  this  policy,  this  failure  to  provide  this 
alternative  and  incentive,  all  six  of  them  ended  up  back  on  public 
assistance. 

Obviously,  this  is  self-defeating,  in  terms  of  the  objective  that  we 
and  all  of  you  have.  So  we  would  urge  very  strongly  that  that  par- 
ticular proposal  be  supported  and  introduced.  It  seems  to  me  that  the 
present  policy  is  ridiculous  and  self-defeating. 

We  want  to  say  a  word  or  two  about  the  demonstration  project.  We 
believe  that  the  demonstration  project  and  we  have  been  benefited  in 
New  York  City,  from  two  or  three  of  them  which  have  been  most 
helpful,  and  we  would  urge  support  of  the  amendment  provision  and  to 
make  possible  expanded  funds  for  this. 

While  I  do  not  in  this  statement  go  into  the  Social  Security  pro- 
posals, we  will  support  them.  Like  the  monsignor  before  me,  we 
would  urge  that  the  beginning  payments  be  made  higher  than  are 
suggested  in  this  bill. 

Let  me  in  closing  say  that  I  would  like  again  to  express  my  appre- 
ciation for  the  opportunity  to  testify  here.  All  of  us  are  concerned 
with  this  dependency  problem,  and  we  talk  a  great  deal  about  inter- 
generational  dependency,  and  how  people  stay  on  welfare  from  one 
generation  to  another.  There  isn't  any  simple  answer  to  this,  gentle- 
men, but  I  would  suggest  to  you  that  unless  we  begin  to  concentrate 
on  making  the  necessary  investment  in  people,  we  will  never  make 
the  progress  of  which  so  much  has  to  be  made,  and  to  which  we  are 
all  dedicated. 

Thank  you. 

The  Chairman.  Thank  you,  Mr.  Ginsberg. 
Mrs.  Griffiths? 
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Mrs.  Griffiths.  I  would  like  to  commend  you,  Mr.  Ginsberg.  I 
think  you  have  put  your  finger  upon  one  of  the  real  problems  in  the 
whole  system,  when  we  fail  to  understand  that  women  who  would  like 
to  work  just  are  not  given  that  opportunity.  Their  children  cannot 
be  taken  care  of,  and  they  lose  money  when  they  do  go  to  work. 

Mr.  Ginsberg.  That  is  exactly  it. 

Mrs.  Griffiths.  This  is  equally  true  on  social  security.  When  you 
penalize  a  widow  who  is  drawing  social  security,  you  guarantee  that 
her  children  are  going  to  be  second  class,  and  that  finally  she  is  going 
to  be  requiring  additional  money,  when  she  gets  into  her  fifties. 

Mr.  Ginsberg.  That  is  exactly  right. 

Mrs.  Griffiths.  So  I  hope  that  we  can  correct  this,  and  thank  you 
for  pointing  out  the  examples. 

The  Chairman.  Anyone  else  ?  Yes,  Mr.  Conable. 

Mr.  Conable.  I  wonder  if  you  would  comment  on  the  administra- 
tion of  medicaid  in  New  York  City.  Can  you  tell  us  what  the  con- 
dition is  there,  in  general  terms  ? 

Mr.  Ginsberg.  Yes,  I  can.  Everybody  else  in  New  York  City  has 
commented  on  that  administration,  so,  well,  with  respect  to  actual 
registration,  we  have,  of  course,  the  635,000  people  on  public  assistance, 
who  were  automatically  registered,  and  have  medicaid  cards. 

As  of  this  morning,  literally,  we  had  about  310,000  non-public-as- 
sistance recipients  who  also  had  received  medicaid  cards,  so  that  brings 
it  up  to  close  to  950,000  who  are  now  enrolled  in  the  program  and 
have  the  cards. 

We  have  another  couple  of  hundred  thousand  who  are  in  the  process 
of  having  their  applications  reviewed. 

Mr.  Conable.  Do  you  have  any  idea  what  the  total  will  be  before 
you  get  through  ? 

Mr.  Ginsberg.  There  have  been  a  variety  of  estimates,  that  in 
New  York  City  there  are  4  million  people  who  are  eligible  for  medic- 
aid. That  may  be  technically  true,  but  I  said  when  the  program 
started,  and  I  happen  to  be  a  100-percent  supporter  of  it,  I  think  that 
is  a  myth.  I  have  estimated  that  a  maximum  of  2  million  would 
ever  use  the  program.  That  has  been  the  history  of  welfare  and 
medical  programs  generally,  so  I  have  assumed  that  over  the  years, 
Ave  would  reach  a  registration  of  perhaps  somewhere  between  1.8  and  2 
million. 

Mr.  Conable.  Do  you  feel  that  the  process  is  being  handled  in  an 
orderly  fashion  now,  that  you  are  not  having  undue  delays  in  getting 
people  registered? 

Mr.  Ginsberg.  We  are  having  delays,  although  we  have  made  prog- 
ress. The  biggest  single  problem  in  New  York  City  or  New  York 
State,  because  it  is  the  State,  is  the  application  form.  Our  applica- 
tion form,  the  New  York  State  application  form,  is  a  fantastically 
complicated  one,  and  somebody,  I  think,  with  a  college  degree  would 
take  hours  to  try  to  fill  it  out,  and  when  you  ask  a  person  without 
an  education  and  who  is,  say,  in  a  clinic  in  a  hospital,  surrounded  by 
other  people,  to  try  to  work  it  out — we  make  it  possible  for  people  to 
register  by  mail,  but  one  can  get  a  sense  of  how  difficult  the  applica- 
tion is  when  I  tell  you  that  75  percent  of  the  people  who  apply  by 
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mail,  we  have  to  return  the  applications  as  insufficient  information,  or 
not  adequately  filled  out,  or  so  forth.  We  need  a  greatly  simplified 
application. 

Mr.  Conable.  Has  your  department  had  a  serious  problem  getting 
enough  personnel  and  enough  space  to  handle  this  ? 

Mr.  Ginsberg.  Yes.  We  have  had  both  space  and  personnel  prob- 
lems in  New  York  City.  Our  problems  in  New  York  City  tend  to 
be  giant  sized,  whichever  area  you  get  into.  I  think  we  are  making 
a  dent  in  the  personnel  problem  particularly,  and  we  are  making  some 
progress  in  the  space.  I  am  not  satisfied  with  what  we  have  done, 
but  we  are  doing  better. 

Mr.  Con  able.  Can  you  give  us  an  estimate  of  the  percentage  of 
the  doctors  that  have  participated  in  the  program? 

Mr.  Ginsberg.  Well,  that  has  been  a  major  problem  for  us.  I  think 
you  know,  the  figures  I  saw,  and  these  are  the  registration  of  doctors 
is  done  by  the  Health  Services  Administration  in  New  York  City, 
but  I  did  see  some  figures  yesterday  on  this,  and  they  were  about  25 
percent  of  the  doctors  who  are,  you  know,  who  could  come  into  the 
program  have  actually  come  into  it. 

Now,  part  of  that,  we  have  to  accept  responsibility  for,  because 
it  has  taken  us  too  long  to  pay  them.  I  think  we  have  got  that 
problem  fairly  well  licked  at  the  moment,  But  I  think  it  is  also  true 
that  there  has  been  a  reluctance  on  their  part  to  participate. 

Mr.  Conable.  Do  you  feel  that  the  experience  to  date  in  medicaid 
has  given  a  clear  indication  of  what  the  total  expense  is  going  to  be 
later  on,  or  do  you  feel  that  staff  restrictions,  the  difficulty  of  getting 
people  registered,  and  so  forth,  provide  a  comparatively  inadequate 
sampling  of  what  the  potential  of  the  program  is  ? 

Mr.  Ginsberg.  Well,  3  months  ago,  I  would  certainly  have  said  the 
latter,  because  the  situation  was  quite  difficult.  I  think  it  is  beginning 
to  work  itself  out.  I  think  we  in  New  York  would  prefer  to  have 
another  year,  before  any  definitive  decision  was  made  on  this  basis. 
I  think  a  year  from  now  we  will  be  in  much  sounder  position  to 
answer  that  question. 

Mr.  Conable.  You  are  familiar  with  the  proposals  here  in  this  bill  ? 

Mr.  Ginsberg.  Yes;  I  am. 

Mr.  Conable.  Relating  to  eligibility  for  medicaid  and  cash  welfare 
benefits.  Would  that  have  any  effect  on  the  program  in  New  York 
City? 

Mr.  Ginsberg.  Yes,  it  would  have  some  effect.  As  I  indicated,  our 
preference  would  be,  if  we  had  a  choice,  to  let  us  see  what  happens  in 
another  year. 

As  to  the  effect  on  the  State  as  a  whole  and  on  the  city,  Commissioner 
Wyman,  I  think,  spoke  about  a  month  ago,  in  which  he  indicated  that 
there  probably  would  not  be  anything  significant, 

Mr.  Conable.  He  said  it  would  be  very  modest,  I  think. 

Mr.  Ginsberg.  Yes.  We  have  done  some  calculations  which  would 
indicate  somewhat  more  effect  than  was  indicated  in  Commissioner 
Wyman's  statement,  but  I  would  not  say  that  there  would  be  a  major 
change. 

Mr.  Conable.  Do  you  feel  that  there  is  any  desirable  step  that 
Congress  could  take  to  help  with  the  administration  of  this  program  ? 
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You  say  that  you  are  100  percent  for  it.  Is  there  any  legislation  that 
you  would  urge  relative  to  title  19  that  is  not  included  in  the  bill  ? 

Mr.  Ginsberg.  No;  I  don't  think  it  requires  Federal  legislation. 
When  I  said  I  was  a  hundred  percent  for  it,  if  there  were  more  than 
a  hundred  percent  now,  I  would  still  be  that.  I  think  it  is  a  great 
program,  and  I  think  you  gentlemen  deserve  enormous  credit. 

I  think  that  this  is  a  program  underway,  and  in  the  years  to  come, 
it  is  going  to  be  like  social  security,  seen  as  one  of  the  major  steps 
forward  in  30  years  here.  What  we  hade  hoped  here  was  some  legisla- 
tion in  New  York  State,  because  the  requirements  on  the  application 
are  State  requirements,  not  Federal  requirements. 

The  Federal  law  would  have  permitted  a  much  simpler  application 
than  we  have  currently  in  New  York. 

Mr.  Conable.  Were  any  major  legislative  steps  taken  by  New  York 
State  to  overhaul  the  State  implementation  of  medicaid  ? 

Mr.  Ginsberg.  No,  in  the  session  there  were  several  proposals,  but 
there  was  no  significant  legislation  enacted  at  this  session. 

Mr.  Conable,  And  do  you  know  the  reason  for  this  ?  Was  it  simply 
political  controversy,  or  was  it  a  feeling  that  there  had  been  inadequate 
experience  ? 

Mr.  Ginsberg.  I  think  the  latter  was  the  main  factor.  There  was 
some,  a  bill  proposed  to  double  the  deductible  from  1  to  2  percent. 
That,  incidentally,  has  been  an  administrative  headache.  We  pre- 
dicted that  it  would  cost  more  money  to  administer. 

Incidentally,  if  I  can  add  that  one  of  my  favorite  complaints,  that 
is  true  of  much  of  the  public  assistance  registration.  The  administra- 
tive complications  of  it,  you  know,  set  up  to  make,  to  try  to  guarantee 
that  no  single  person  will  take  advantage  of  it,  often  from  a  dollar- 
and-cents  standpoint  it  will  cost  the  city,  State,  and  Federal  Govern- 
ment more  than  could  possibly  be  saved  the  other  way,  so  we  had 
hoped  that  some  provision  might  have  been  made  with  respect  to  the 
deductibles,  to  simplify  the  administrative  headaches  and  costs,  but 
nothing  did  happen. 

Mr.  Conable.  Do  you  have  a  fairly  clear  idea  of  what  the  cost  in 
New  York  City  will  be  for  this  program  ? 

Mr.  Ginsberg.  No,  I  do  not.  I  think  we  have  a  fairly  clear  idea 
at  this  stage  of  the  game,  given  the  present  registration.  Now  there 
has  been  some  movement  in  New  York  City,  some  pressure  to  raise 
the  fees,  let  us  say,  of  doctors,  dentists,  pharmacists,  and  so  forth. 

Mr.  Conable.  This  would  be  in  an  effort  to  attract  more  of  them  into 
the  program  ? 

Mr.  Ginsberg.  I  assume  that  would  be  so.  I  must  say  that  we  be- 
lieve in  the  city  that  the  present  fee  schedule  is  a  fair  one.  And  we 
would  hope  there  would  not  be  any  changes,  but  the  ultimate  cost  is 
going  to  depend  more  than  anything  else,  I  would  say,  because  I  think 
we  have  a  fair  idea  of  how  many  people  are  going  to  enroll,  on  whether 
these  fees  are  raised  in  my  judgment  excessively. 

Mr.  Conable.  Has  there  been  any  shift  in  opinion  in  the  medical 
profession?  The  gentleman  who  was  here  yesterday  said  that  New 
York  City  doctors  generally  have  been  opposed  to  the  program,  from 
the  start,  and  that  they  still  were.  Have  you  detected  any  shift  in 
that?  ' 
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Mr.  Ginsberg.  I  think  it  is  fair  to  say  that  the  organized  societies, 
I  believe,  while  they  have  said  they  are  in  favor  of  the  program,  you 
know,  in  principle,  have  had  serious  objections  to  some  of  the  specifics. 
We  have  found  a  very  substantial  number  of  doctors  who  are  very 
much  involved  in  the  program,  so  I  think  there  is  a  shift,  if  you  talk 
about  individual  doctors.  I  am  not  sure  that  there  is  a  shift  in  the 
organized  medicine  approach. 

Mr.  Conable.  Thank  you  very  much,  Mr.  Ginsberg. 

The  Chairman.  Mr.  Eubank. 

STATEMENT  OF  MAHLON  Z.  EUBANK,  DIRECTOR,  SOCIAL  INSUR- 
ANCE DEPARTMENT,  COMMERCE  AND  INDUSTRY  ASSOCIATION 
OF  NEW  YORK 

Mr.  Eubank.  My  name  is  Mahlon  Z.  Eubank,  director  of  the  social 
insurance  department,  Commerce  and  Industry  Association  of  New 
York,  and  I  will  appear  for  the  association  and  its  members. 

Mr.  Chairman,  late  last  year  our  association  sent  a  study  team  of 
corporate  executives  to  study  programs  in  England,  France,  and 
Sweden. 

Our  findings  have  not  been  formalized.  We  did  pick  up  an  inter- 
national comparison  of  social  security  and  provide  insurance  involving 
22  countries. 

I  understand  Representative  Curtis  has  asked  questions  on  this  sub- 
ject. We  will  be  happy  to  put  this  study  in  the  record  if  the  commit- 
tee so  desires,  and  answer  any  questions  on  the  same  and  the  results 
of  our  study. 

If  you  desire  to  have  the  study  in  the  record,  we  will  be  happy  to 
have  it. 

The  Chairman.  Yes,  we  would  like  to  have  that  in  the  record. 
Mr.  Eubank.  All  right,  I  will  give  it  to  you. 
(The  information  referred  to  follows :) 

[Compiled  and  distributed  by  Swiss  Reinsurance  Company,  Zurich,  Switzerland] 
EXPERIODICA  FROM  NORTH  AMERICAN  REINSURANCE  CORPORATION 

VOL.  2,  NO.  11,  AN  INTERNATIONAL  COMPARISON  OF  SOCIAL  SECURITY 
AND  PRIVATE  INSURANCE 

In  this  study  an  attempt  will  be  made  to  trace  the  development  of  social  se- 
curity and  of  private  insurance  in  22  countries  during  the  course  of  the  1950's. 
Yet  comparisons  on  an  international  basis,  relating  the  trend  in  social  security 
contributions  to  that  of  direct  premiums  in  private  insurance,  to  the  population 
trend,  and  to  the  development  of  the  gross  national  product,  present  certain 
problems.  In  fact,  social  insurance  itself  give  us  no  easy  task  in  finding  inter- 
nationally comparable  statistics,  because  it  is  often  not  possible  to  determine 
exactly  what  is  embraced  by  the  term  "social  security"  in  various  countries.  In 
these  circumstances  all  the  more  value  attaches  to  the  publication  of  the  Inter- 
national Labour  Office  in  Geneva  in  1964,  reporting  the  results  of  an  investigation 
into  the  development  of  social  security  in  a  number  of  countries  in  the  course 
of  the  1950's.  This  statistical  data  will  be  used  to  illustrate  the  present  article 
since  it  is  the  result  of  a  standardized  study  of  expenditure  on  social  security, 
with  reference  to :  contributions  of  the  insured,  contributions  of  the  employer, 
tax  commitments,  state  participation,  the  participation  of  other  public  bodies, 
capital  returns  and  other  income. 
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It  is  an  established  fact  that  in  the  past  decade  social  insurance  has  grown 
considerably  in  importance.  At  the  same  time  the  principle  of  public  welfare 
has  increasingly  permeated  social  insurance  and  has  made  a  decisive  contribu- 
tion to  the  taking  of  new  paths.  Whilst  originally  only  the  economically  weaker 
and  needy  sectors  of  the  population  were  covered  under  social  insurance,  to-day 
in  most  countries  it  is  compulsory  for  wage-earners  and  salary-earners  to  be  in- 
sured against  certain  contingencies  (old  age,  disability,  occupational  accidents 
and  sickness,  etc.)  and  in  some  cases  social  insurance  is  extended  also  to  the 
various  groups  of  self-employed.  As  a  result,  social  insurance  has  developed  into 
one  of  the  chief  instruments  of  national  welfare  policy. 

Against  this  background  there  has  become  an  increasingly  apparent  tendency 
to  creation  of  the  welfare  state,  not  only  in  totalitarian  countries  but  also  in 
democratic  nations  of  Western  pattern.  It  is  true  that  the  individual  is  relieved 
to  a  large  extent  of  worries  about  his  existence  and  his  future,  but  these  benefits 
and  advantages  are  gained  at  the  expense  of  a  constant  increase  in  taxes  and 
social  security  contributions. 

From  the  accompanying  graphs  and  statistics  on  the  development  of  the  popu- 
lation, payments  for  social  security,  premium  income  in  individual  insurance,  and 
gross  national  product  in  the  1950's,  it  is  possible  to  detect  a  number  of  char- 
acteristic features : 

1.  In  almost  all  of  the  22  countries  studied,  the  growth  in  population  and  in 
gross  national  product  during  the  period  under  survey  has  lagged  behind  that  of 
private  insurance  and  social  insurance.  The  sole  exceptions  are  the  two  Nordic 
lands  of  Norway  and  Sweden,  where  during  the  10-year  period  the  expenditure 
on  social  security  increased  at  a  greater  rate  than  the  gross  national  product — 
but  this  is  not  true  for  the  premium  income  in  private  insurance,  which  has  not 
quite  kept  pace  with  the  increase  in  the  gross  national  product.  In  South 
Africa  the  rates  of  increase  have  been  almost  equal  in  private  and  social  insurance 
as  well  as  in  the  gross  national  product. 

2.  In  the  decade  in  question,  the  largest  growth  in  expenditure  on  social 
security  was  registered  in  Israel  (more  than  nine  times  the  1950  per  capita 
figure),  the  smallest  growth  rate  being  in  Ireland  at  only  50%.  For  premium 
income  in  private  insurance  the  extremes  were  recorded  in  Japan  (increase  by 
more  than  4%  times  per  head  of  population)  and  Sweden  (with  an  increase 
rate  of  only  49% ) . 

3.  If  social  insurance  and  private  insurance  per  head  of  population  are  com- 
pared with  one  another  it  is  found  that  the  trend  has  been  very  different  from 
country  to  country.    The  countries  fall  into  three  categories : 

(a)  Countries  where  the  expenditure  on  social  security  rose  more  rapidly 
than  the  premium  income  of  privates  insurers  (Denmark,  Holland,  Israel, 
Canada,  Norway,  Sweden) . 

(6)  Countries  where  the  premium  income  in  private  insurance  rose  more 
sharply  than  the  expenditure  on  social  security  (Austria,  Germany,  France, 
Ireland,  Japan,  Luxembourg,  New  Zealand,  Australia) . 

(c)  Countries  where  the  growth  of  social  insurance  and  private  insurance 
was  approximately  at  the  same  rate  (Belgium  between  1957  and  1960,  Fin- 
land, Great  Britain,  Italy,  Portugal,  Switzerland,  South  Africa,  USA) . 

4.  Very  considerable  differences  are  apparent  in  the  individual  countries  when 
a  comparison  is  made  between  the  total  expenditure  on  social  insurance  and  that 
on  private  insurance.  In  1951  the  greatest  expenditure  on  social  insurance,  in 
relation  to  all  insurance,  was  in  Austria  at  93%,  as  against  the  lowest  relative 
expenditure,  in  the  USA,  at  50%.  In  1960  the  percentages  of  social  insurance 
ranged  between  91%  (Italy)  and  51%  (USA). 

5.  It  is  a  surprising  fact  that  in  the  period  1951/1960  social  insurance  claimed  a 
larger  slice  of  the  cake  (the  total  insurance  expenditure)  in  only  10  of  the  22  " 
countries  studied.    In  an  equal  number  of  countries  the  share  of  social  insurance 
diminished,  and  in  two  countries  it  remained  unchanged. 

6.  There  follows  a  list  of  countries  rated  according  to  their  "degree  of  welfare 
development"  (social  security  expenditure  as  a  percentage  of  gross  national 
product  in  1960)  and  according  to  the  "degree  of  interest  in  private  insurance" 
(percentage  of  private  insurance  in  gross  national  product).  It  is  quite  clear 
that  the  order  of  rating  differs  very  appreciably  as  between  the  two  columns. 
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Share  of  social  security  expenditure  in  GNP,  1960 

Percent 


1.  Germany   16.98 

2.  Luxembourg  16.77 

3.  Austria  14.  78 

4.  Italy  14.72 

5.  Belgium  14.39 

6.  France   13.95 

7.  New  Zealand  13.34 

8.  Holland   12.90 

9.  Sweden  12.  63 

10.  Great  Britain  11.12 

11.  Denmark   „  11.12 

12.  Norway  10.86 

13.  Finland   10.37 

14.  Switzerland  10.  04 

15.  Canada   9.54 

16.  Ireland   9. 39 

17.  Australia   8.53 

18.  Israel   8.12 

19.  Portugal   7.  39 

20.  United  States   6. 96 

21.  Japan   6.60 

22.  South  Africa   4.67 

Share  of  private  insurance  in  GNP,  1960 

Percent 

1.  United  States  6.  68 

2.  Great  Britain  6.55 

3.  New  Zealand  5.84 

4.  Canada  4.  72 

5.  Switzerland  4.  48 

6.  Australia  „  4.40 

7.  Ireland  3. 95 

8.  Holland   3.83 

9.  Norway   3.63 

10.  Sweden  3.56 

11.  Denmark  3.55 

12.  Belgium  3.12 

13.  Germany   3.12 

14.  Japan  2.  57 

15.  France  2.45 

16.  Austria  2.  29 

17.  Finland   2.25 

18.  Portugal  2. 14 

19.  Luxembourg  2.07 

20.  South  Africa  1.90 

21.  Israel   1.52 

22.  Italy  1.50 


Without  consulting  any  prophets,  it  is  possible  to  foresee  continued  favourable 
growth  both  in  private  insurance  and  in  social  insurance.  In  contrast  to  private 
insurane,  where  the  growth  rate  is  closely  tied  up  with  factors  of  the  national 
economy,  such  as  national  income,  population,  etc.,  social  insurance  is  signifi- 
cantly influenced  by  the  development  of  social  legislation  in  view  of  the  impor- 
tance which  attaches  to  social  insurance  as  an  instrument  of  public  welfare 
policy.  The  last  decade  has  shown  that,  despite  the  great  efforts  of  most  coun- 
tries to  expand  the  sphere  of  social  security,  private  insurance  has  also  regis- 
tered a  sharp  upward  trend. 

(Various  sources. ) 

Note. — Correction  to  Experiodica  No.  15/1965 :  Air  Accidents  in  World  Avia- 
tion— 3rd  Quarter  1965 :  On  page  4  the  number  of  air  accidents  on  take-off  is 
erroneously  given  as  115  instead  of  15. 
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Development  of  social  security  and  private  insurance,  1951-60 


Country 


Percentage  of  total  ex- 

Percentage of  gross 
national  product 

Year 

penditure  on  insurance 

Social 

Private 

Social 

Private 

security 

insurance 

security 

insurance 

lyoi^oi 

68 

32 

6. 32 

2.99 

1954-55 

66 

34 

7. 25 

3.  69 

iyoy— ou 

66 

34 

8. 53 

4. 40 

iyo< 

82 

18 

12. 96 

2.  79 

1960 

82 

18 

14. 39 

3. 12 

73 

27 

9. 06 

3. 38 

1954-55 

75 

25 

9. 97 

3. 37 

i  QHQ_fin 
lyoy^uu 

76 

24 

11. 12 

3.55 

iyoi 

87 

13 

15. 09 

2. 19 

1955 

86 

14 

16.04 

2. 59 

iyou 

84 

16 

16.98 

3. 12 

1951 

82 

18 

8. 39 

1.  79 

1055 

83 

17 

9.  72 

1. 95 

1960 

82 

18 

10. 37 

2. 25 

1951 

89 

11 

12. 06 

1.48 

1055 
iyoo 

88 

12 

13. 46 

1. 86 

1960 

85 

15 

13. 95 

2. 45 

1051  50 

iyoi— oz 

62 

38 

10. 20 

6. 13 

1955-56 

63 

37 

10. 03 

5. 82 

1  Q£f\_A1 

iyou— 01 

63 

37 

11. 12 

6.  55 

1051 
iyoi 

75 

26 

9. 23 

3. 31 

1055 

iyoo 
iyou 

75 
77 

25 
23 

10. 31 
12. 90 

3. 43 
3. 83 

ia5i_5o 
iyoi  oi 

72 

28 

8.  61 

3. 29 

1054—55 

lyo^^oo 

71 

29 

8. 89 

3.  55 

iyO»r— DU 

70 

30 

9. 39 

3. 95 

1051 

iyoi 

72 

28 

3. 98 

1.  51 

1955—56 

83 

17 

6.  40 

1. 27 

iyou— oi 

1051 

iyoi 

84 
89 

16 
11 

8. 12 
9. 06 

1  50 

1.  o_ 

1  IK 
1.  ID 

1055 

iyoo 

91 

9 

11. 83 

1. 22 

iyou 

91 

9 

14.  72 

1  5n 
1.  ou 

1051  no 

iyoi  oz 

74 

26 

3.  96 

1  AI\ 
1.  4U 

1055_5f! 

iyoo— ou 

75 

25 

5. 85 

1  OA 

i.  yo 

10fifl_P1 

72 

28 

6.  60 

O  57 

ia5n_5i 
iyou— oi 

64 

36 

6. 98 

3. 88 

1054—55 

iyo*— oo 

65 

35 

7. 95 

A  oo 
4.  ii 

iyoy— ou 

67 

33 

9.  54 

4. 72 

1051 

iyoi 

92 

8 

12. 25 

1. 1U 

1955 

92 

8 

16. 34 

1. 45 

iyou 

89 

11 

16. 77 

2.  07 

1950-51 

74 

26 

11.  07 

O.  Oi 

1054—55 

iyo4-oo 

71 

11.  69 

4. 89 

29 

lyoy-o(J 

70 

30 

13. 34 

5  64 

0.  84 

1950-51 

67 

33 

7. 55 

3.  77 

1954—55 

71 

29 

8.  69 

Q  CO 
O.  Oi 

lyoy-ou 

75 

25 

10. 86 

3. 63 

1951 

93 

7 

13. 67 

i  no 
i.  m 

1955 

90 

10 

13. 80 

1.  54 

iyou 

87 

13 

14. 78 

o  on 
i.  iy 

1951 

77 

23 

6.50 

1.92 

1955 

net. 
to 

OA 

ft  45 
O.  40 

2  05 

1960 

78 

22 

7. 39 

2.14 

1951 

69 

31 

9. 14 

4.05 

1955 

74 

26 

11.66 

4.10 

1960 

78 

22 

12.63 

3.56 

1951 

70 

30 

8.38 

3.85 

1955 

70 

30 

9.44 

4.10 

1960 

69 

31 

10.04 

4.48 

1950-51 

72 

28 

4.70 

1. 82 

1954-55 

71 

29 

4.53 

1.86 

1959-60 

71 

29 

4.67 

1.90 

1950-51 

50 

50 

5.80 

5. 89 

1954-55 

47 

53 

5. 67 

6.33 

1959-60 

51 

49 

6.96 

6.68 

Australia. 

Belgium.. 
Denmark . 


Germany  

Finland  

France  

Great  Britain. 
Holland  


Ireland. 


Israel. 


Italy. 


Japan. 


Canada- 


Luxembourg. 


New  Zealand- 


Norway. 


Austria. 


Portugal. 


Sweden. 


Switzerland . 


South  Africa- 
United  States. 
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Development  of  population,  social  security  expenditure,  premium  income  in  private 
insurance,  and  gross  national  product,  1951-60 


[Indexed  to  year  1951=  100] 


Social 

Premium 

Gross 

security 

income  in 

national 

Country 

expenditure 

private 

product 

i  ear 

IrOpU- 

insurance 

lation 

Total 

Per 

Total 

Per 

Total 

Per 

capita 

capita 

capita 

A  nQtralisa 

lyou^oi 

100  0 

100 

100 

100 

100 

100 

100 

109  0 

158 

144 

169 

155 

137 

125 

IQ^Q— fifi 

iyoy— ou 

i  oo  n 

i.£i£i.  u 

253 

208 

275 

225 

187 

153 

"Rol  crinm 

1957 

100  0 

100 

100 

100 

100 

100 

100 

1960 

102  0 

122 

120 

122 

120 

110 

108 

■p.  , 

iyou— oi 

inn  n 

1UU.  u 

100 

100 

100 

100 

100 

100 

MYi  n 

lUo.  u 

143 

138 

129 

125 

130 

126 

1  i7UC7  UU 

106  0 

220 

206 

188 

177 

179 

168 

1951 

100. 0 

100 

100 

100 

100 

100 

100 

1955 

106. 0 

160 

151 

178 

168 

150 

142 

1960 

111  0 

268 

242 

339 

307 

238 

215 

1951 

100  0 

100 

100 

100 

100 

100 

100 

1955 

105. 0 

145 

138 

136 

130 

125 

119 

iyou 

nnn 

11U.  U 

243 

221 

248 

225 

197 

179 

1951 

100  0 

100 

100 

100 

100 

100 

100 

iyoo 

inQ  n 
1U<J.  u 

155 

151 

174 

170 

139 

135 

iyou 

i  ne  n 
lUo.  u 

269 

249 

384 

357 

233 

216 

1951-52 

inn  n 

1UU.  u 

100 

100 

100 

100 

100 

100 

iyoo— od 

102. 0 

128 

126 

123 

121 

130 

128 

lyou^oi 

105. 0 

187 

179 

184 

176 

172 

164 

XlUllailll   

1951 

inn  n 

lUU.  u 

100 

100 

100 

100 

100 

100 

iyoo 

105. 0 

156 

149 

145 

138 

139 

133 

iyou 

non 
ll->.  u 

273 

244 

226 

202 

195 

175 

T     1  ^1 

iyO_/— OO 

inn  n 
1UU.  u 

100 

100 

100 

100 

100 

100 

1054-  55 

99.  4 

114 

115 

119 

120 

106 

111 

1Q^Q_fin 

iyoy— ou 

Qfi  ^ 
yo.  o 

145 

150 

160 

166 

133 

138 

j  , 

iyoi 

inn  n 
1UU.  u 

100 

100 

100 

100 

100 

100 

1955-56 

116.  0 

494 

425 

260 

224 

307 

265 

1  Q£fL_A1 

iyou-oi 

141.  0 

1288 

915 

637 

453 

631 

449 

Tfc»li7- 

iyoi 

i  nn  n 
1UU.  u 

100 

100 

100 

100 

100 

100 

1955 

102.  0 

177 

174 

171 

168 

136 

133 

1960 

108.  0 

319 

295 

304 

282 

196 

182 

Japan —   _      __   

1951-52 

100.  0 

100 

100 

100 

100 

100 

100 

1955-56 

106. 0 

236 

224 

224 

213 

160 

152 

1  QAA_A1 

110. 0 

456 

413 

504 

457 

274 

248 

Canada.  _     .   

1950-51 

100.  0 

100 

100 

100 

100 

100 

100 

1954-55 

112.  0 

146 

131 

140 

125 

128 

115 

iyoy-ou 

107  n 
l&t.  U 

232 

182 

207 

163 

170 

134 

■LuxemDourg.  _  .  -  

1951 

100.  0 

100 

100 

100 

100 

100 

100 

1955 

103.  0 

148 

143 

147 

142 

111 

108 

1960 

lUo.  U 

201 

192 

276 

264 

147 

140 

XT  Til 

iyou— oi 

inn  n 
JUU.  u 

100 

100 

100 

100 

100 

100 

1954-55 

109.  0 

141 

129 

171 

156 

133 

122 

lyoy-DU 

i  oo  n 

212 

173 

268 

220 

174 

144 

XT 

iyou— oi 

inn  n 
1UU.  u 

100 

100 

100 

100 

100 

100 

1954-55 

104.  0 

170 

164 

139 

134 

149 

144 

iyoy— ou 

i  no  n 
iuy  u 

286 

264 

191 

176 

199 

183 

A        +  • 

iyoi 

100. 0 

100 

100 

100 

inn 

1UU 

100 

100 

iyoo 

i  ni  n 
1U1.  u 

156 

155 

233 

232 

1  K± 

154 

iyou 

mo  n 
1U_!.  u 

251 

246 

521 

510 

227 

227 

T>      *-  1 

1951 

100. 0 

100 

100 

100 

100 

100 

100 

1955 

103.0 

116 

112 

125 

121 

117 

113 

1960 

108.0 

180 

168 

176 

164 

159 

147 

Sweden  

1951 

100.0 

100 

100 

100 

100 

100 

100 

1955 

103.0 

164 

160 

130 

127 

128 

125 

1960 

106.0 

248 

234 

158 

149 

180 

170 

Switzerland  

1951 

100.0 

100 

100 

100 

100 

100 

100 

1955 

105.0 

134 

128 

134 

127 

126 

120 

1960 

113.0 

190 

169 

195 

173 

167 

148 

South  Africa                               _  "_  __ 

1950-51 

100.0 

100 

100 

100 

100 

100 

100 

1954-55 

110.0 

145 

132 

155 

139 

150 

137 

1959-60 

124.0 

203 

164 

212 

171 

204 

164 

United  States  

1950-51 

100.0 

100 

100 

100 

100 

100 

100 

1954-55 

107.0 

125 

116 

137 

128 

128 

119 

1959-60 

117.0 

203 

173 

192 

164 

169 

144 
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Mr.  Eubank.  We  appreciate  this  opportunity  to  testify  before  your 
committee  on  H.R.  5710,  concerning  proposed  amendments  to  the 
Social  Security  Act.    Our  comments  on  this  subject  follow. 

A.  ACROSS-THE-BOARD  INCREASES  FOR  SOCIAL  SECURITY  BENEFITS 

Robert  J.  Myers,  Chief  Actuary  for  the  Social  Security  Adminis- 
tration, has  reported  that  earnings  assumptions  for  the  1965  amend- 
ments to  the  Social  Security  Act  were  based  upon  1963  earnings  and 
for  this  and  other  reasons  taxable  payrolls  became  higher. 

This  resulted  in  higher  contributions  or  tax  income  than  was  ex- 
pected. Presently,  contribution  income  is  increasing  faster  than  bene- 
fits are  being  paid. 

Commerce  and  industry  association  in  the  past  has  not  opposed  bene- 
fit increases  that  have  provided  the  retired,  survivors,  or  the  disabled 
with  income  sufficient  to  support  themselves. 

We,  therefore,  support  across-thejboard  increases  in  benefits  which 
will  bring  the  present  benefit  levels  up  to  the  present  cost  of  living. 

In  determining  the  cost-of-living  increase  we  suggest  that  it  be 
scaled  down  to  take  into  account  the  cost  of  health  and  medical  care. 
This  cost  is  the  fastest  rising  element  in  the  Consumer  Price  Index. 
Additional  tax  increases,  we  understand  will  not  be  necessary  if  this 
formula  is  followed. 

B.  ESCALATION  IN  BENEFITS  BY  AN  AUTOMATIC  COST-OF-LIVING  INCREASE 

At  this  session  of  Congress,  several  bills  have  been  introduced  which 
provide  that  if  the  cost  of  living  in  one  quarter  increases  at  an  annual 
rate  of  3  percent  or  more,  social  security  benefits  in  the  following  quar- 
ter would  be  automatically  increased  by  corresponding  amounts. 

We  are  opposed  to  such  bills  because  automatically  increasing  the 
tax  base  would  inevitably  follow. 

Wage  base  increases,  as  they  have  in  the  past,  should  be  considered 
only  to  maintain  the  wage-related  character  of  the  benefit  structure. 
If  this  is  not  done  from  time  to  time  as  earnings  increase,  most  workers 
may  in  time  be  earning  more  than  the  current  base  and  their  benefits 
at  the  time  of  retirement  will  bear  little  relationship  to  their  previous 
earnings  or  living  standards. 

We  are  further  opposed  to  linking  social  security  benefits  with  liv- 
ing costs  because  it  would  be  equivalent  to  accepting  inflation  as  a  way 
of  life. 

In  fact,  it  would  actually  speed  up  inflation  year  after  year  for  it 
would  pour  spending  money  into  the  hands  of  millions  at  precisely 
the  time  when  prices  are  climbing  faster  and  spending  restraint  would 
be  most  needed. 

As  it  has  in  the  past,  Congress  should  continue  to  determine  benefit 
levels  and  tax  increases  periodically  in  accordance  with  the  economy  of 
the  country  at  that  time.  This  is  preferable  to  building  inflation  into 
our  social  security  system  by  automatic  increases  of  benefits  in  accord- 


SOCIAL  SECURITY  AMENDMENTS  OF  1967  1855 


C.  INCREASE  IN  AMOUNT  AN  INDIVIDUAL  IS  PERMITTED  TO  EARN  WITHOUT 

SUFFERING  FULL  DEDUCTIONS  FROM  BENEFITS 

This  bill  would  increase  from  $1,500  to  $1,680  the  amount  a  bene- 
ficiary could  earn  in  a  year  without  suffering  a  deduction  in  his  social 
security  benefits,  and  increase  from  $125  to  $140  the  amount  a  bene- 
ficiary could  earn  in  a  month  and  still  get  his  benefit  for  that  month, 
regardless  of  his  annual  earnings. 

If  earnings  exceeded  $1,680,  $1  in  annual  benefits  would  be  withheld 
for  each  $2  of  earnings  between  $1,680  and  $2,880  and  fW  each  $1  of 
earnings  over  $2,880,  $1  will  be  withheld.  The  cost  of  this  liberaliza- 
tion is  estimated  to  be  $140  million. 

One  of  the  purposes  of  this  retirement  test  is  to  permit  the  retired 
individual  to  replace  in  part  lost  earnings  when  needed.  The  need  to 
replace  lost  earnings  may  not  be  as  significant  now  because  of  medicare 
and  the  further  fact  that  additional  income  will  be  forthcoming  by 
some  benefit  increase  which  undoubtedly  will  be  enacted  this  year. 

In  considering  the  enactment  of  this  provision  members  of  this 
committee  should  keep  in  mind  that  some  older  workers  compete  for 
jobs  with  part-time  or  full-time  workers  under  65. 

In  many  instances,  such  older  workers,  being  subsidized  by  social 
security  are  willing  to  take  less  than  others  in  the  labor  market. 

Illustrative  of  this  fact  are  retired  carpenters,  plumbers,  or  painters 
who  pick  up  jobs  from  homeowners.  Increasing  the  earnings  test, 
therefore,  could  accelerate  this  competition,  which  might  hurt  some 
workers  below  65,  particularly  at  times  when  labor  is  not  a  scarce 
commodity. 

Consideration  should  also  be  given  to  the  fact  that  some  individuals 
over  65  obtain  part-time  or  full-time  work  due  to  the  fact  that  they 
find  it  difficult  to  adjust  to  retirement. 

Such  individuals  prefer  working  rather  than  staying  at  home  and 
perhaps  getting  in  their  wives'  hair  or  being  required  to  perform 
menial  household  chores  at  their  wives'  direction. 

Our  primary  concern,  however,  is  the  bills  that  have  now  been  intro- 
duced in  Congress  which  provide  for  the  elimination  of  the  retirement 
test.  If  this  were  done,  it  would  be  an  additional  cost  to  the  program 
of  close  to  1  percent  of  taxable  payrolls — about  $2  billion  a  year  now — 
and  more  in  future  years. 

Most  of  these  additional  benefits  would  go  to  people  who  are  con- 
tinuing to  work  regularly  after  65  just  as  they  did  at  50  or  55. 

Certain  individuals  undoubtedly  would  get  more  in  combined  earn- 
ings and  benefits  than  they  are  making  in  wages.  In  addition,  it  would 
have  no  effect  on  the  vast  majority  of  individuals  who  are  eligible  un- 
der social  security  benefits  and  are  unable  or  unwilling  to  work  at  all. 

D.  THE   ADMINISTRATION   PROPOSAL   ON   BENEFIT   INCREASES    COULD,  IF 

ENACTED,  MAKE  A  RADICAL  CHANGE  IN  THE  NATURE  OF  THE 
SOCIAL  SECURITY  SYSTEM 

Presently,  the  social  security  system  is  neither  sound  insurance  nor 
pure  welfare.  Full  reserve  financing  is  the  test  of  actuarial  soundness 
of  private  insurance.    The  soundness  of  social  insurance,  what  the 
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present  system  really  it,  is  fiscal,  not  actuarial,  and  depends  mainly  on 
the  taxing  power  of  the  Government. 

The  trust  funds  under  the  system  are  primary  pay-as-you-go  cash 
funds  which  would  be  washed  out  if  tax  increases  were  eliminated. 

Social  insurance  has  some  welfare  overtones  because  it  now  has  a 
humanitarian  function  to  help  serve  the  needs  of  the  individuals  under 
the  system.  This  can  be  illustrated  by  the  fact  that  it  has  been  con- 
stantly liberalized  and  expanded. 

Nevertheless,  the  system  has  been  made  effective  by  certain  prin- 
ciples which  have  been  developed  by  Congress  and  primarily  by  this 
committee. 

One  of  these  principles  is  to  maintain  as  nearly  as  possible  the  wage- 
related  character  of  the  benefit  structure.  Another  is  a  degree  of  grad- 
uated benefit  levels  related  to  prior  earnings  and  in  order  that  there 
might  be  some  relationship  between  what  the  employee  and  employer 
both  pay  in  taxes  and  the  benefits  the  employee  eventually  expects  to 
obtain. 

H.R.  5710,  the  administration  proposal,  would  give  to  all  social 
security  recipients  an  increase  of  at  least  15  percent,  with  minimum 
benefits  rising  more  sharply  to  at  least  $70  a  month  from  $44 ;  increase 
the  amount  that  recipients  may  earn  without  losing  benefits;  provide  a 
special  minimum  primary  benefit  so  that  a  worker  with  25  years  or 
more  of  coverage  would  receive  at  least  $100  a  month ;  increase  the 
benefit  from  $35  to  $50  a  month  for  individuals  at  72;  allow  benefits 
to  disabled  widows  under  age  72 ;  and  extend  the  coverage  of  medi- 
care. 

If  this  bill  is  enacted  into  law,  principles  and  guidelines  that  have 
been  established  could  disappear.  The  system,  considering  also  in- 
evitable future  expansion,  could  become  a  form  of  welfare  or  a  gi- 
gantic handout. 

To  pay  for  the  liberalization  of  the  program,  if  this  bill  is  enacted, 
a  deep  bite  would  be  taken  out  for  present  workers'  paychecks — their 
employers  would  also  pay  the  same  amount— by  the  massive  imyroll 
tax  increases.  Even  these  increases  could  be  raised  to  prevent  medicare 
going  into  the  red. 

Add  to  this  increase  the  annual  tab-ior  assorted  Federal,  State  and 
local  taxes,  and  you  might  have  a  rebellion  of  workers  when  the  insur- 
ance mirage  vanishes  and  the  welfare  aspect  of  the  program  emerges. 

This  rebellion  could  take  place  because  each  year  there  will  be  an 
increase  of  more  voters  35  and  over  than  an  increase  of  those  65  and 
over. 

One  danger  in  the  enactment  of  H.R.  5710  is  that  the  excessive  pay- 
roll taxes  to  pay  for  so  many  liberalizations  at  one  time  could  bring 
about  general  revenue  financing  for  future  liberalizations. 

Perhaps  workers  who  will  be  paying  more  in  social  security  taxes 
than  income  taxes  and  the  small  employer  hit  hard  by  excessive  taxes 
will  rebel  against  future  payroll  tax  increases. 

If  this  occurs,  workers  and  their  employers  cannot  determine  defi- 
nitely how  much  of  their  current  income  pays  for  the  benefits  and/or 
medical  care  for  the  aged,  the  disabled,  and  survivors  of  deceased 
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Once  the  principle  of  general  financing  is  established,  the  sky  will 
be  the  limit  for  this  type  of  subsidy.  It  could  lead  to  cradle-to-grave 
benefits  that  now  exist  in  Western  Europe. 

Liberals  have  already  tipped  off  what  they  have  in  mind  for  the 
future.  These  include  denticare,  preventicare,  liberalization  of  dis- 
ability and  medical  programs,  lower  retirement  age  for  both  men  and 
women,  increases  in  benefit  levels,  and  perhaps  free  medical  care  for 
all  segments  of  the  population. 

We  fear  that  H.R.  5710,  if  enacted,  will  take  the  social  security 
system  down  the  wrong  road  and  that  it  will  eventually  become  pri- 
marily a  welfare  system. 

It  is  hoped  that  all  that  is  done  this  year  is  a  moderate  increase  in 
benefits  in  order  to  maintain  the  integrity  of  the  financing  system. 

In  this  way  funds  earmarked  for  earned  pensions  will  be  kept  and 
not  dissipated  through  welfare  handouts. 

E.  PRIVATE  TENSION  PLANS  MIGHT  DISAPPEAR  OR  BE  CURTAILED 

Presently  there  is  around  $90  billion  in  the  funds  of  private  pension 
plans — both  insured  and  noninsured — covering  millions  of  workers. 

The  massive  tax  bite  on  employers  if  H.R.  5710  is  enacted,  could 
prevent  the  fostering  and  improving  of  such  plans  and  perhaps  lead  to 
their  curtailment.  A  further  deterrent  could  be  the  ioss  of  their  tax- 
exempt  status.  On  this  point  the  United  States  News  &  World  Re- 
port— this  is  January  30, 1967,  pages  44-45,  has  this  to  say : 

Expansion  of  Social  Security,  with  its  rising  costs,  is  causing  the  Treasury  to 
eye  private  pension  plans  and  their  benefits,  as  well  as  their  reserve  funds. 

The  Treasury  figures  that  more  than  $2  billion  a  year  in  revenue  is  lost  to  the 
Government  through  tax-free  deductions  of  income  that  goes  to  establish  and 
build  private  pension  funds.  Reserves  of  these  private  funds,  invested  in  stocks 
and  bonds  for  the  most  part,  now  total  around  $90  billion. 

Income  from  these  stocks  and  bonds  in  reserves  of  private  pensions  is  likewise 
tax-free  and  results  in  a  further  loss  of  federal  revenue. 

In  commenting  on  a  study  of  private  pension  plans,  William  T.  Gibb,  III,  an 
official  of  the  U.S.  Treasury,  said  on  December  6,  1966,  "We  must  ask  ourselves 
whether  we  are  getting  a  fair  return  for  the  public  monies  spent  on  the  private 
retirement  system." 

The  Government  has  been  exploring  plans  that  would  increase  the  cost  of 
providing  private  pensions,  with  the  alternative  to  higher  cost  a  reduction  in 
pensions  that  are  promised  to  higher-paid  employees. 

The  effort  would  be  to  move  toward  equalizing  pensions  or  considering  social 
security  and  private  pensions  as  a  unit. 

Said  Mr.  Gibb,  after  some  strong  public  protests  over  suggested  changes :  "It 
would  seem  to  me  that  it  would  be  hazardous  to  assume  that  nothing  will  come 
of  a  project  that  represents  three  years  of  work  and  the  thinking  of  people  high 
in  Government." 

The  effect  of  massive  social  security  tax  increases  on  the  employer 
and/or  the  loss  of  tax-exempt  status  as  suggested  above,  might  mean 
a  take-over  by  the  social  security  system  of  private  pensions  and  the 
payment  to  the  retiree  of  one  check  from  the  Government.  This 
would  be  similar  to  some  of  the  programs  present  in  Western  Europe 
today. 

J ust  the  enactment  of  H.R.  5710  could  put  a  damper  on  the  preserv- 
ing, fostering,  and  improving  the  private  pension  plan  system.  The 
social  security  system  should  never  replace  private  pension  plans  or 
prevent  their  expansion. 
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Private  pension  plans  serve  a  dual  purpose  and  supplement  the 
benefits  payable  under  the  social  security  system  while  at  the  same 
time  providing  very  substantial  funds  for  the  investment,  thereby 
fostering  the  growth  of  this  Nation's  economy. 

F.  MEDICARE  AND  MEDICAID 

/.  Medicare 

The  89th  Congress  added  medicare  to  the  social  security  system  and 
H.R.  5710  would  expand  coverages  and  services  to:  extend  hospital 
insurance  and  supplementary  medical  insurance  protection  to  social 
security  disability  beneficiaries  under  age  65 — including  insured  work- 
ers, adults  getting  benefits  based  on  childhood  disabilities,  and  dis- 
abled widows — and  qualified  railroad  retirement  annuitants;  delete 
the  present  provisions  in  the  law  which  permits  the  payment  of  ben- 
efits on  behalf  of  individuals  who  are  furnished  covered  services  by  a 
Federal  provider;  and  add  nonroutine  podiatry  services  under  the 
supplemental  medical  insurance  program. 

We  are  opposed  to  the  inclusion  of  these  provisions  in  the  social 
security  act  because  the  program  is  too  new  to  determine  its  cost. 
Medicare  requirements  may  exceed  the  available  services  of  doctors, 
hospitals,  and  nursing  homes. 

Support  for  this  conclusion  that  the  program  should  not  rush  into 
providing  additional  coverages  or  services  follows : 

1.  Any  program  should  be  postponed  until  the  actual  cost  of  the 
program  over  the  next  few  years  can  be  determined : 

The  testimony  presented  previously  by  witnesses  appearing  before 
this  committee  strongly  indicates  that  the  current  payroll  tax  financ- 
ing the  medicare  program  will  not  bring  in  enough  revenue  to  cover 
present  and  future  hospital  charges  which  are  running  at  a  higher 
rate  than  was  anticipated. 

Hospital  charges  increased  12  percent  in  1966  and  are  expected  to 
show  a  higher  percentage  of  increase  in  1967.  The  President's  Task 
Force,  headed  by  William  Gorman,  Assistant  Secretary  of  the  De- 
partment of  Health,  Education,  and  Welfare,  reported  that  physi- 
cians' fees  rose  almost  8  percent  in  1966  compared  to  an  annual  aver- 
age of  3  percent  in  the  years  1960  through  1965. 

These  unexpectedly  high  costs  could  put  the  medicare  trust  fund 
in  the  red  some  time  in  the  near  future. 

2.  Qualified  nursing  home  beds  that  would  be  available  was  over- 
estimated : 

It  now  becomes  clear  that  a  pileup  of  patients  almost  certainly  will 
overflow  the  facilities  that  are  available.  For  more  detail  on  this,  you 
may  refer  to  U.S.  News  &  World  Report,  January  9,  1967,  page  60. 

There  should  be  enough  qualified  nursing  home  beds  to  meet  the  de- 
mands of  medicare,  medicaid,  and  other  patients  before  coverage  is 
expanded. 

3.  Adequate  hospital  care  for  all  medicare  patients  and  others  is  not 
now  available : 

Representative  Richard  Ottinger  of  New  York  has  introduced  H.R. 
4773,  a  proposed  hospital  emergency  act  for  1967.  As  part  of  his  docu- 
mentation in  support  of  this  bill  he  has  this  to  say : 


SOCIAL  SECURITY  AMENDMENTS  OF  1967  1859 


*  *  *  In  the  5  years  before  medicare  went  into  effect,  the  demand  for  service 
in  our  already  overtaxed,  overcrowded,  hospitals  rose  13.1  percent.  During  the 
same  period,  the  total  number  of  facilities  increased  only  1.4  percent  and  the  rate 
of  Hill-Burton  construction  decreased  by  an  average  of  7.6  percent  over  five 
years. 

In  1965,  the  Hill-Burton  state  agencies  reported  a  need  for  66,500  new  beds 
in  1966.  Yet  in  that  year,  only  36,328  new  beds  were  added — and  only  3,195  of 
these  from  Hill-Burton  funds. 

Clearly,  Americans  have  long  been  losing  the  battle  for  adequate  hospital  care. 

These  statistics,  however,  give  no  indication  of  the  loss  in  service  and  effi- 
ency  that  results  from  antiquated  and  obsolete  facilities  that  are  still  included 
in  the  total  of  available  facilities. 

In  1965,  Hill-Burton  state  agencies  reported  a  need  for  the  remodeling  of 
272,000  beds  in  1966.  Yet,  in  that  year,  only  19,903  were  remodeled  by  Hill- 
Burton.  *  *  * 

In  our  opinion,  adequate  hospital  care  must  be  made  available  before 
medicare  is  expanded  by  adding  additional  coverage  and  services. 

4.  Hospitals,  doctors,  patients,  and  intermediaries  are  complaining 
of  redtape  and  delays : 

Testimony  has  been  presented  by  prior  witnesses — not  repeated 
here — of  the  complaints  on  redtape  and  delays  now  present  in  the  medi- 
care program. 

We  have  had  complaints  that  patients  must  wait  weeks  for  reim- 
bursement of  doctors'  bills  and  have  had  to  wait  for  hospital  beds  in 
voluntary  and  private  hospitals. 

This  is  no  doubt  due  to  the  fact  the  municipal  hospitals  in  New  York 
City  have  had  during  the  past  few  months  an  unfavorable  press  as  to 
the  type  of  medical  care  provided.  For  this  reason,  medicaid  patients 
are  applying  for  admission  elsewhere. 

H.E.  5710,  particularly  section  131,  would  take  the  first  step  to  cut 
redtape,  but  it  is  still  asserted  that  the  program  should  be  running 
smoothly  before  additional  coverage  and  services  are  added. 

5.  Task  force  report : 

Last  August,  President  Johnson  created  a  task  force,  headed  by 
William  Gorman,  Assistant  Secretary  of  Health,  Education,  and  Wel- 
fare, to  take  a  hard  look  at  the  way  medicare  and  medicaid  programs 
are  operating. 

The  Gorman  panel's  goal  was  to  moderate  the  rise  of  medical  costs 
and  make  hospitals  more  efficient.    It  declared,  without  elaboration : 

The  present  Medicare  reimbursement  scheme,  based  on  "reasonable  cost",  does 
not  provide  hospitals  and  other  health  facilities  with  adequate  incentive  to  be 
efficient. 

The  Medicare  and  Title  19,  which  is  Medicaid,  reimbursement  formulas,  as  well 
as  the  reimbursement  formulas  of  some  private  insurance  plans,  tend  to  maintain 
institutions  that  are  inefficient  in  size,  plant  layout  and  equipment. 

As  an  alternative,  the  panel  suggested  considering  a  plan  to  reim- 
burse hospitals  for  the  cost  of  service,  plus  an  incentive  fee  for  high 
efficiency  performance. 

Another  possibility  would  be  a  fixed  price  approach,  in  which  the 
hospital  would  price  its  services  in  advance. 

Then  it  would  gain  or  lose  depending  on  how  well  it  controlled  costs. 

Among  other  recommendations  made  by  the  panel  were  recommen- 
dations to : 

(a)  Urge  States  to  move  swiftly  to  create  area  health  planning 
agencies  within  States  as  foreseen  by  the  new  comprehensive  Health 
Planning  and  Public  Health  Services  Act  of  1966. 
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(b)  Give  these  area  planning  bodies  "power  to  affect  the  rate  of 
expansion  of  health  facilities  in  the  community  and  to  set  standards 
of  service." 

(c)  Allow  the  planning  bodies  "to  prohibit  construction  or  expan- 
sion of  health  facilities  where  such  construction  or  expansion  con- 
flicted with  the  development  of  an  efficient  system  of  health  care  de- 
livery for  the  community." 

(d)  Allow  the  Federal  Government  to  withhold  grants  for  the  ex- 
pansion or  construction  of  hospitals  or  other  health  facilities  "which 
refuse  to  comply  with  the  directions  of  the  State  or  area  planning 
agency." 

(e)  Eequire  the  Food  and  Drug  Administration  to  provide  doctors 
with  authoritative  information  on  all  new  drugs  and  their  effective- 
ness and  side  effects. 

We  suggest  that  each  member  of  the  committee  studv  this  task  force 
report,  together  with  other  testimony  presented  on  this  subject.  We 
might  note,  however,  that  New  York  has  by  law  created  a  State  board 
and  area  planning  boards  with  power  to  effect  the  rate  of  expansion 
of  health  facilities  and  separate  legislation  to  set  standards  of  service. 

//.  Medicaid— Title  19 

A  sleeper  amendment — title  19 — enacted  as  part  of  the  1965  amend- 
ments, provides  a  Federal- State  program  not  only  for  the  poor  but  also 
for  individuals  that  States  determine  do  not  have  sufficient  income  to 
pay  for  medical  care. 

H.R.  5710  would  amend  title  19  by  barring  eligibility  for  Federal 
medicaid  reimbursement  to  individuals  and  families  whose  income 
exceeds  by  more  than  50  percent  the  highest  income  standards  used  by 
the  State  in  determining  eligibility  under  its  cash  assistance  program. 

This  is  a  reasonable  way  to  keep  States,  and  particularly  New  York, 
from  unwisely  expanding  income  standards  in  the  future.  Other 
matters  the  committee  might  consider  are  set  out  later. 

George  K.  Wyman,  New  York  commissioner  of  social  welfare,  has 
said  that  enactment  of  this  measure  would  not  mean  the  New  York 
program  wold  have  to  be  cut  back.  After  the  Department  conducts 
its  annual  month  of  May  price  study  to  bring  welfare  payments  in  line 
with  cost-of-living  increases,  just  about  everybody  now  eligible  for 
medicaid  will  be  included,  he  said. 

The  amount  the  State  has  paid  out  for  the  8-month  period  ending 
December  31,  1966 — including  cash  payments  and  not  the  value  of 
services  rendered — was  $237  million. 

By  the  end  of  March  31,  1967,  the  end  of  the  fiscal  year,  it  is  esti- 
mated that  this  amount  will  reach  $410  million.  Approximately  the 
State,  Federal,  and  local  communities  will  each  bear  about  one-third  of 
the  cost. 

For  the  fiscal  year  beginning  April  1, 1967,  payments  are  estimated 
to  be  $738  million,  of  which  the  Federal  Government  would  put  up 
about  $275  million;  local  governments,  $210  million;  and  the  State, 
the  balance  of  $250  million. 

Do  not  let  these  figures  mislead  you.  Medicaid  in  New  York  has 
hardly  gotten  off  the  ground.  It  has  been  described  by  the  New  York 
Post,  one  of  the  leading  liberal  newspapers  in  this  country,  as  "medi- 
chaos."  The  Federal  medicare  program  is  a  smooth- running  program 
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as  compared  to  the  medicaid  program  which  has  been  really  fouled 
up  in  redtape. 

This  was  recognized  by  the  New  York  City  Community  Council's 
Citizens  Committee  on  Aging,  a  proponent  for  liberalizing  the  present 
medicaid  system,  by  its  statement  on  February  22, 1967,  which  said : 

As  of  now,  we  can  only  report  that  confusion  and  controversy  continues  to 
characterize  the  implementation  of  the  program,  with  long  delays  in  processing 
applications  and  reimbursing  individual  expenditures,  particularly  for  doctors' 
fees  and  prescription  drugs. 

Representatives  of  some  60  city  and  statewide  voluntary  and  public 
agencies  met  with  the  Committee  of  the  Community  Council  of  New 
York  on  December  15, 1966 — according  to  a  news  release  on  that  date — 
to  pinpoint  current  defects  in  the  administration  of  medicaid  in  the 
city  and  State,  and  to  hear  a  report  by  Philip  Sokol,  administrator  of 
medical  assistance,  New  York  City  Department  of  Welfare,  on  medi- 
caid administration  to  date. 

Mr.  Sokol  noted  that  some  6  months  will  be  required  to  prepare  all 
four  floors  of  the  city's  new  medicaid  center  at  330  West  34th  Street 
to  accommodate  the  medical  service  organization  adequately;  but 
added  that  three  floors  were  now  in  use  on  a  temporary  basis  and 
functioning. 

He  stated  that  2,700  employees  will  be  required  to  handle  administra- 
tion of  medicaid  by  the  city,  of  which  all  but  1,100  had  been  hired 
and  were  now  being  trained. 

Of  the  more  than  3  million  New  York  City  residents  potentially 
qualified  to  receive  medicaid  assistance,  600,000  on  public  welfare  rolls 
were  automatically  registered  as  are  some  200,000  hospitals  and  nurs- 
ing home  patients;  but  registration  applications  from  the  general 
public  covered  only  about  100,000  persons  by  mid-December,  and  few 
of  these  applications  have  been  processed. 

Mr.  Sokol  agreed  with  much  of  the  criticism  voiced  from  the  floor, 
with  respect  to  the  limited  response  thus  far  by  applicants  and  by 
vendors  but  added  that  he  thought  that  by  the  end  of  6  months  the 
program  would  be  running  smoothly. 

Few  physicians  have  registered  for  the  program  because  of  time- 
consuming  claim  forms. 

He  agreed  that  the  application  forms  the  State  requires  are  as  com- 
plicated as,  if  not  more  so  than,  a  long  form  1040  IRS  income  tax 
form;  and  added  that  computation  of  allowable  "deductibles"  in 
determining  eligibility,  was  in  itself  virtually  an  impossible  task  even 
for  experts. 

It  was  noted  that  in  any  event  identity  cards  are  good  for  the  calen- 
dar year  only  and  must  be  renewed. 

I  might  say  something  about  the  application  form  which  I  did 
intend  to  deduct,  but  in  view  of  the  statement  made  by  the  last  wit- 
ness, I  will  have  to  agree,  because  we  have  been  called  by  our  member 
companies  to  help  fill  out  that  application,  and  it  is  an  awful,  awful 
tough  job. 

You  call  up  the  people,  and  you  will  get  different  answers  as  to 
filling  it  out.  It  is  most  complicated.  It  is  worse  than  filling  out  your 
income  tax,  gentlemen. 

Mr.  Con  able.  That  must  be  incomprehensible. 

Mr.  Eubank.  And  I  have  had  to  do  it,  because  we  have  had  our 
member  firms,  who  have  some  of  their  employees  who  have  old 
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mothers  and  fathers  who  want  to  file,  and  it  has  really  been  a  rough  job. 

All  this  will  change.  A  citizens  committee  for  medicaid  has  been 
organized,  and  during  the  week  of  March  1  a  demonstration  drive  on 
114th  Street — this  is  part  of  Harlem — was  put  on  to  show  individuals 
how  to  register  for  medicaid. 

With  the  efforts  of  this  committee,  together  with  a  drive  by  the 
city,  it  is  expected  that  most  of  the  city's  3  million  potentials  will 
be  signed  up  within  the  next  6  months. 

Doctors'  claim  forms  have  been  streamlined,  and  it  is  expected  that 
many  more  will  register. 

Now,  this  is  questionable,  in  view  of  what  happened  in  legislature 
last  week.  The  doctors  had  requested  on  medicaid  that  they  would 
receive  the  same  fees  that  they  would  receive  under  medicare,  and 
that  was  defeated  in  the  legislature,  so  this  might  cause  a  little  more 
trouble  with  doctors  signing  up. 

In  view  of  the  fact  that  medicaid  costs  on  the  Federal  level  could 
soar  within  the  next  year  or  two,  it  is  suggested  that  the  committee 
might  want  to  take  another  look  at  H.R.  18225  of  the  89th  Congress, 
reported  out  but  not  passed,  and  the  suggestions  to  amend  title  XIX 
suggested  by  this  association  and  forwarded  to  each  member  of  this 
committee  last  year. 

G.  WHERE  DO  WE  GO  FROM  HERE? 

Medicare  and  medicaid  were  included  in  our  social  security  system 
apparently  to  provide  the  aged  and  the  medically  indigent  with  the 
same  type  of  medical  care — semiprivate  care  in  hospitals — that  is  pro- 
vided everyone  else  in  the  community. 

Certainly  it  must  be  realized  that  the  same  type  and  quality  of  medi- 
cal care  for  everyone  does  not  exist  today.  This  is  recognized  by  Wil- 
bur J.  Cohen,  Under  Secretary  of  the  Department  of  Health,  Educa- 
tion, and  Welfare,  who  said  in  the  March  21, 1967,  issue  of  Look  maga- 
zine, page  42,  that  we  can't  deliver  the  highest  medical  care  to  nearly 
200  million  overnight. 

It  seems  that  our  primary  concern  to  solve  the  health  of  the  citizens 
of  this  country  is  to  pass  a  law  on  the  particular  health  problem  in- 
volved and  at  the  same  time  stick  our  heads  in  the  sand  against  effec- 
tively implementing  such  law  because  of  the  pressure  of  cost. 

On  this  question  an  excerpt  from  an  article  in  the  February  1967 
issue  of  the  American  J ournal  of  Public  Health — pages  206  and  207 — 
has  this  to  say : 

*  *  *  it  is  not  necessary  to  particularize  the  many  other  obstacles  to  the  gen- 
eral availability  of  high  quality  and  appropriate  health  services.  The  impressive 
body  of  evidence  that  has  accumulated  in  recent  years  in  commission  reports,  in 
conferences  of  health  professionals,  in  articles  in  professional  journals,  and  in 
governmental  publications  has  familiarized  us  all  with  the  major  weak- 
nesses. *  *  * 

We  make  distinctions  between  people  for  the  purpose  of  the  delivery  of  serv- 
ices that  have  no  logical  basis ;  special  provisions  for  well-baby  clinics  but  not 
for  babies  who  are  sick. 

We  provide  school  health  services  to  identify  the  health  needs  of  school  chil- 
dren but  fail  to  follow  through  to  see  that  deficiencies  are  corrected.  *  *  * 

The  89th  Congress  gave  us  medicare  and  medicaid.  The  90th  Con- 
gress may  have  to  face  up  to  the  problem  to  supplement  these  programs 
by  providing  the  badly  needed  improvements  in  our  national  health 
scheme. 
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This  could  mean  funds  to  build  new  hospitals,  the  rehabilitation  of 
old  ones,  new  community  nursing  homes,  training  of  hospital  person- 
nel, et  cetera. 

If  this  is  not  done,  many  might  believe  that  medicare  and  medicaid 
is  one  of  the  greatest  mockeries  ever  put  over  on  the  American  pub- 
lic and  Members  of  Congress  could  receive  angry  complaints  from 
their  constituents. 

Funds  for  such  supplementation  must  compete  with  other  programs 
requiring  funds  from  general  revenues.  Included  are  19  other  health 
programs,  17  new  educational  programs,  15  new  economic  develop- 
ment programs,  15  new  programs  for  cities,  17  resource  development, 
and  four  new  manpower  training  programs,  all  passed  by  the  89th 
Congress. 

Among  other  items  it  will  have  to  compete  with  for  general  revenue 
funds  are  payment  for  past,  present,  and  future  wars,  funds  for  under- 
developed countries,  the  war  on  poverty,  agriculture,  and  funds  to 
keep  "the  free  world  free,"  et  cetera. 

Senator  Edmund  S.  Muskie,  of  Maine,  has  observed  that  Federal 
aid  to  the  States  and  municipalities  has  risen  from  less  than  $1  billion 
in  1946  to  nearly  $15  billion  this  year  and  is  expected  to  go  up  to  $60 
billion  by  1975. 

There  are  now,  he  noted,  170  different  Federal-aid  programs  on  the 
books,  financed  by  more  than  400  separate  appropriations,  and  admin- 
istered by  21  Federal  departments  empowered  to  receive  applications 
and  disburse  funds. 

One  of  the  principal  responsibilities  of  government  is  an  intelligent 
management  of  its  fiscal  policies,  not  only  for  the  sake  of  government 
solvency,  but  also  because  of  its  impact  on  the  welfare  of  this  country 
and  the  economy  itself. 

This  requires  a  cutback  in  all  nonessential  outlays,  trimming  other 
costs  wherever  possible,  streamlining  government  operation — costly 
bureaucratic  habits  and  practices  may  have  to  be  abandoned  or  severely 
curtailed — and  prudent  consideration  by  Congress  and  the  admin- 
istration of  new  and  costly  programs. 

This  will  have  to  be  done  if  Congress  implements  medicare  and 
medicaid  as  set  out  here.  If  this  implementation  is  accomplished  and 
the  Federal  Government  continues  its  present  spending  habits  our  eco- 
nomic strength  could  be  undermined  by  excessive  taxes  for  the  failure 
to  follow  fiscal  restraint. 

The  business  community  certainly  would  be  adversely  affected  by  ex- 
cessive increases  in  income,  social  security,  and  other  taxes.  Increased 
costs  of  doing  business  undoubtedly  would  bring  about  inflation. 

There  is  also  the  matter  of  the  direct  role  the  future  income  tax 
picture  and  social  security  program  could  play  in  generating  infla- 
tionary forces  by  constantly  rising  taxes. 

As  the  tax  burden  rises,  pushing  up  operating  costs,  the  natural 
inclination  of  the  businessman  is  to  protect  profit  margins  by  raising 
prices.  Moreover,  the  heavier  tax  bite  reduces  take-home  pa,y  and 
workers  want  larger  pay  raises. 

As  prices  go  up,  the  cost  of  government  and  its  programs  will  in- 
crease. Social  security  checks  won't  go  as  far.  Pressure  will  be  put 
on  Congress  to  provide  more  funds  to  operate  the  Government  and 
meet  the  needs  of  various  Government  programs,  including  boosting 
monthly  social  security  checks,  to  keep  up  with  rising  prices. 
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Various  Government  taxes  will  have  to  be  increased  and  the  spiral 
takes  another  upward  whirl. 

Personal  savings,  including  insurance,  now  supply  the  capital  needs 
of  our  industrial  economy.  Accumulation  of  capital  is  important  in 
the  economic  competition  with  Eussia  and  other  countres  for  world 
markets. 

If  capital  is  not  available  because  of  decreased  personal  savings, 
American  business  will  be  hampered.  The  inflation  spiral  may  take 
still  another  whirl  if  our  Government  should  find  it  necessary  to  assume 
the  burden  of  supplying  the  capital  needs  of  business. 

H.  TAX  TREATMENT  OF  THE  AGED 

Section  501  through  section  507  makes  various  changes  concerning 
the  tax  treatment  of  individuals  65  and  over.  At  this  time  the  asso- 
ciation is  in  the  process  of  establishing  policy  on  these  provisions. 

In  anticipation  of  the  conclusion  of  our  consideration  of  this  sub- 
ject, we  request  leave  to  supplement  this  statement  by  presenting  our 
views  in  writing  on  title  V  of  the  bill  within  the  next  30  days  for  in- 
clusion in  the  record  of  the  hearings. 

CONCLUSION 

Arnold  J.  Toynbee,  the  famous  British  historian,  suggested  in  a 
speech  at  the  State  University  Downtown  Medical  Center  on  March  13 
that  "mankind  should  slow  down  its  social  evolution  to  a  speed  that 
human  beings  can  cope  with."  He  said  that  man's  social  nature  has 
been  changing  at  "an  accelerating  rate"  that  alarmed  him. 

We  are  alarmed  at  the  number  of  social  measures  that  Congress  has 
enacted  into  law  during  the  past  few  years.  It  appears  to  us  that  it 
may  be  difficult  for  our  economy  to  absorb  them. 

We  suggest  that  to  prevent  acceleration  Congress  and  the  Govern- 
ment should  slow  down  in  enacting  new  legislation  and  at  the  same 
time  make  a  new  evaluation  of  old  programs. 

If  this  is  not  done,  it  appears  that  an  additional  tax  burden  must 
be  placed  on  the  American  public  in  order  to  carry  out  and  supple- 
ment the  purposes  that  led  to  the  enactment  of  such  legislation. 

I  thank  you  for  giving  me  this  opportunity  to  appear  here. 

The  Chairman.  We  thank  you,  Mr.  Eubank,  for  bringing  to  us  the 
views  of  the  Commerce  and  Industry  Association  of  New  York. 

Are  there  any  questions  ? 

Off  the  record. 

(Disscussion  off  the  record.) 

(The  following  letter  was  received  by  the  committee :) 

Commerce  and  Industry  Association  of  New  York, 

New  York,  N.Y.,  April  11, 1967. 

Re  title  V — H.R.  5710. 

Hon.  Wilbur  D.  Mills, 

Chairman,  Committee  on  Ways  and  Means, 

House  Office  Building,  Washington,  B.C. 

Dear  Congressman  Mills  :  This  letter,  transmitting  the  views  of  Commerce 
and  Industry  Association  concerning  the  provisions  of  H.R.  5710  dealing  with 
the  income  tax  treatment  of  the  aged,  is  intended  to  supplement  the  statement 
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presented  'by  Mr.  Mahlon  Z.  Eubank  on  behalf  of  the  Association  on  April  5, 
1967,  and  I  would  much  appreciate  its  inclusion  in  the  record  of  Committee 
hearings  on  the  hill. 

Admittedly,  the  existing  tax  treatment  of  social  security  benefits  and  retire- 
ment and  other  income  of  persons  65  and  older  has  some  undesirable  features. 
For  example,  those  who  derive  income  only  from  employment  do  not  benefit 
from  the  retirement  income  credit.  On  the  other  hand,  the  overall  system  pro- 
vided by  Title  V,  notwithstanding  some  meritorious  elements,  is  objectionable. 
The  hill  obviously  is  intended  to  burden  older  people  with  substantial  incomes 
for  the  benefit  of  older  people  with  small  incomes.  This  feature  alone  embraces 
two  undesirable  elements.  In  the  first  instance,  its  use  of  the  income  tax  law 
to  provide  welfare  benefits  for  aged  and  poor  is  inappropriate.  If  the  aged  and 
poor  need  more  relief  it  should  be  granted  them  directly  so  that  it  will  be  apparent 
what  is  heing  done  and  what  it  costs. 

Secondly,  the  reduction  of  the  special  exemption  would  be  an  inequitable 
double-barreled  application  of  the  "ability-to-pay"  principle.  Since  employees' 
social  security  tax  is  not  deductible  for  income  tax  purposes,  that  tax  represents 
a  much  larger  cost  to  higher  bracket  taxpayers.  The  current  proposal,  by 
taxing  two-thirds  of  the  benefits  received  by  upper  income  recipients,  would  be 
taxing  them  a  second  time  at  high  rates. 

It  is  true  that  higher  bracket  taxpayers  obtain  a  greater  benefit  from  tax-free 
social  security  benefits  than  those  with  lower  incomes,  but  equity  dictates  the 
propriety  of  that  phenomenon  because  they  paid  more.  Parenthetically,  if  the 
benefit  achieved  by  higher  bracket  taxpayers  is  regarded  as  so  inequitable, 
equality  can  be  restored  by  reducing  the  present  steeply  progressive  and  excessive 
income  tax  rates. 

Adoption  of  Title  V  would  be  a  breach  of  faith  in  that  it  would  subject  social 
security  benefits  to  taxation.  Since  its  institution  the  social  security  system 
has  had  an  element  which  distinguishes  it  from  private  retirement  income 
plans — it  is  compulsory.  But  it  has  been  held  out  as  compulsory  benevolence, 
providing  tax-free  benefits.  Because  of  their  reliance  on  that  representation, 
those  who  are  now  retired  and  those  who  plan  to  retire  in  the  future  would  be 
victims  of  the  breach  of  faith  represented  by  the  amendments  proposed  by 
Title  V. 

Accordingly,  Commerce  and  Industry  Association  disapproves  Title  V  of  H.R. 
5710  and  urges  that  it  be  deleted  from  the  bill  in  its  entirety. 
Sincerely, 

Arthur  M.  Arnold,  Tax  Counsel. 
The  Chairman.  Mr.  Lowe,  Mr.  Heflin. 

STATEMENT  OF  WILLIAM  H.  LOWE,  CHAIRMAN,  PUBLIC  ASSIST- 
ANCE AND  WELFARE  COMMITTEE,  ILLINOIS  STATE  CHAMBER 
OF  COMMERCE;  ACCOMPANIED  BY  RUSSELL  HEFLIN,  MANAGER, 
PUBLIC  ASSISTANCE  AND  WELFARE  DEPARTMENT 

The  Chairman.  Mr.  Lowe,  are  you  to  make  the  presentation? 
Mr.  Lowe.  Yes,  Mr.  Chairman. 

The  Chairman.  If  you  will  be  seated  and  give  us  the  capacity  in 
which  you  appear,  we  will  be  glad  to  recognize  you. 

Mr.  Lowe.  Mr.  Chairman  and  members  of  the  committee  I  am  W. 
H.  Lowe.  By  way  of  vocation,  I  am  vice  president  and  treasurer  of 
Inland  Steel  Co.,  Chicago. 

The  Chairman.  One  moment.   Mr.  Conable. 

Mr.  Conable.  I  believe  Mr.  Collier  wanted  to  be  able  to  greet  you, 
sir,  and  he  has  not  been  able  to  arrive,  at  the  last  minute,  and  he  sends 
his  regrets.  He  apparently  is  very  sorry  not  to  be  here,  and  he  wanted 
you  to  know  about  it. 

Mr.  Lowe.  Thank  you  very  much. 
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The  Chairman.  It  is  unusual  for  Mr.  Collier  not  to  be  here. 

Mr.  Lowe.  May  I  say,  Mr.  Chairman,  that  our  personal  disappoint- 
ment at  the  absence  of  the  Illinois  committee  has  been  overcome  this 
morning  by  knowing  of  the  reasons  for  that. 

The  Chairman.  And  Mr.  Kostenkowski  just  couldn't  get  back  from 
Chicago. 

Mr.  Lowe.  I  appear  before  you  this  afternoon,  however,  as  chair- 
man of  the  Public  Assistance  and  Welfare  Committee  of  the  Illinois 
State  Chamber  of  Commerce.  I  am  accompanied  by  Mr.  Kussell  Hef - 
lin,  manager  of  the  public  assistance  and  welfare  department  of  the 
State  chamber's  staff. 

We  do  appreciate  the  opportunity  to  appear  here  and  hope  very 
much  that  our  comments  will  be  helpful  to  your  committee  in  its  con- 
sideration of  what  to  me,  at  least,  are  very  complex  legislative  matters 
having  to  deal  with  the  proposed  social  security  amendments. 

This  statement  is  presented  on  behalf  of  the  Illinois  State  Chamber 
of  Commerce,  a  statewide  organization  with  a  membership  of  more 
than  19,600  businessmen  representing  over  8,000  individual  business 
enterprises  located  in  478  towns  and  cities  in  Illinois. 

Since  1960, 1  have  been  a  member  of  its  public  assistance  and  welfare 
committee  comprised  of  80  individuals,  representing  many  types  of 
business,  ranging  from  the  self-employed  to  those  associated  with  some 
of  the  Nation's  largest  corporations. 

Our  committee  has  given  serious  study  to  matters  relating  to  public 
assistance,  and  the  policies  which  we  recommend  are  approved  by  the 
State  chamber's  70-member  board  of  directors.  My  presentation  and 
the  viewpoints  expressed  in  this  statement  are,  therefore,  broadly  rep- 
resentative of  Illinois  business. 

In  the  interest  of  avoiding  duplication,  I  will  not  present  the  Illinois 
State  chamber's  views  on  social  security  issues  that  your  committee  is 
considering. 

Rather,  I  call  your  attention  to  testimony  presented  by  the  Council 
of  State  Chambers  of  Commerce  on  March  21  on  which  members  of 
the  Illinois  State  Chamber's  Social  Security  Committee  worked  very 
closely  and  endorse. 

GENERAL  COMMENTS  ON  PUBLIC  ASSISTANCE 

We  believe  that  members  of  the  Ways  and  Means  Committee  share 
the  concern  of  the  Illinois  State  Chamber  of  Commerce  toward  allevia- 
tion of  problems  of  the  disadvantaged.  Our  Public  Assistance  and 
Welfare  Committee  has  worked  closely  with  staff  of  the  Illinois  De- 
partment of  Public  Aid  and  members  of  the  Illinois  General  Assem- 
bly's Legislative  Advisory  Committee  on  Public  Assistance,  with  the 
objective  of  improved  administration  and  programs  to  return  those 
capable  to  self-support  and  avoid  inefficiencies,  while  efficiently  pro- 
viding assistance  and  medical  care  for  those  who  continue  to  require 
assistance. 

The  Illinois  Department  of  Public  Aid  has  done  an  excellent  job 
over  the  last  4  years,  and  the  number  of  persons  on  the  federally  aided 
and  the  State-local  general  assistance  programs  have  decreased  by  14.2 
percent  between  July  1962  and  July  1966  while  there  has  been  an  in- 
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crease  of  8.6  percent  nationally.  The  department  has  pioneered  and 
expanded  education  and  training  programs  to  raise  able-bodied  re- 
cipients to  the  level  where  they  can  qualify  for,  and  hold,  available 
jobs  in  Illinois  economy. 

Further  improvements  in  facets  of  administration  and  programs 
should  be  made,  however,  for  the  best  interest  of  both  the  recipients 
and  taxpayers.  I  will  concentrate  on  certain  proposed  changes  in 
H.K.  5710  to  amend  public  assistance  titles  in  the  Social  Security  Act 
that  we  believe  will  hinder  effective  administration  of  Illinois  public 
assistance  programs.  In  addition,  I  wish  to  discuss  changes,  not  con- 
tained in  the  bill,  that  will  improve  administration,  reduce  costs  and 
"red  tape"  and  also  make  a  recipient's  life  less  complicated. 

PROVISIONS  IN  H.R.  5  710  AFFECTING  PUBLIC  ASSISTANCE  IN  ILLINOIS 

Concern  over  administrative  responsibility  for  education  and  training 
programs 

Historically,  the  Illinois  Department  of  Public  Aid  has  sought  help 
from  the  Department  of  Labor  in  instituting  and  carrying  out  edu- 
cation and  training  programs  for  public  aid  recipients  under  the  Man- 
power Development  and  Training  Act.  While  the^  Department  of 
Labor  has  impressive  statistics  showing  that  a  major  proportion  of 
those  trained  get  jobs,  unfortunately,  only  a  small  percentage  of  these 
are  public  aid  recipients.  As  indicated  previously,  the  Illinois  De- 
partment of  Public  Aid  has  provided  basic  education  and  training  pro- 
grams for  many  years,  with  stepped-up  emphasis  assured  through  a 
$4  million  appropriation  by  the  general  assembly  in  1963.  This  was 
increased  to  $6  million  for  education  and  training  programs  and  $2 
million  for  related  day-care  operations  for  the  current  biennium  end- 
ing June  30,  1967,  and  the  proposed  department  budget  calls  for  $12 
million  for  the  next  2  years. 

In  January  1967,  there  were  7,562  adults  in  the  combined  aid  to 
families  with  dependent  children  program  attending  school  or  in 
training.  Of  those,  less  than  8  percent  (593  public  aid  recipients) 
were  in  the  MDTA  programs  supervised  by  the  Illinois  Department 
of  Labor.  The  balance  were  in  programs  offered  through  the  coopera- 
tion of  the  Illinois  Department  of  Public  Aid,  the  office  of  the  super- 
intendent of  public  instruction  and  other  sponsors. 

The  average  monthly  AFDC  grant  in  Illinois  in  January  1967, 
was  about  $229  which  means  an  annual  cost  of  $2,748  per  family.  It 
is  expensive  to  delay  providing  education  and  training  for  able-bodied 
adults  on  assistance,  including  mothers  on  AFDC  where  day  care  or 
other  arrangements  make  it  possible  for  them  to  work.  We  support 
the  Department  of  Public  Aid's  major  objective  to  educate  and  train 
recipients  for  self-support  as  quickly  as  possible. 

Under  prevailing  conditions  in  Illinois,  we  opposed  provisions  in 
section  204(e)  of  H.K.  5710  that  appear  to  require  the  Department 
of  Public  Aid  to  secure  approval  from  the  Department  of  Labor  to 
institute  education  and  training  programs.  Characteristics  of  public 
aid  recipients  are  often  more  complicated  and  different,  and  more  time 
and  closer  supervision  is  required  for  these  people  than  for  most  un- 
employed and  underemployed  persons  normally  handled  by  the  De- 
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partment  of  Labor.  It  is  therefore  imperative  that  the  Illinois  De- 
partment of  Public  Aid  continues  to  have  authority  to  determine  the 
location  and  types  of  education  and  training  programs  available  for 
public  aid  recipients. 

Several  examples  point  out  the  need  for  continued  flexibility.  First, 
during  the  last  2%  years  the  Department  of  Labor  has  declined  to 
administer  and  fund  a  training  program  for  power  sewing  machine 
operators  under  MDTA  in  southern  Illinois  for  various  reasons.  Pub- 
lic aid  runs  the  program  and  has  placed  most  graduates  in  jobs,  be- 
cause trainees  remain  in  training  until  the  instructor  who  is  supplied 
by  the  industry  needing  such  employees  is  certain  that  each  is  capable 
of  going  right  on  to  the  production  line.  The  second  occurred  in  Cook 
County  where  over  300  women  recipients  have  been  trained  as  key 
punch  operators,  incidentally,  a  very  extreme  shortage  in  Chicago,  and 
I  am  sure  in  most  of  the  country,  and  again  most  of  them  are  now 
either  off  AFDC  or  their  assistance  grants  have  been  reduced  sub- 
stantially. The  Illinois  Department  of  Labor  would  only  handle 
key  punch  operator  training  programs  for  recipients  who  are  high 
school  graduates,  so  the  Department  of  Public  Aid  turned  to  a  private 
source  to  provide  the  training. 

We  believe  in  maximum  cooperation  between  governmental  agencies 
to  minimize  duplication  and  insure  expeditious  use  of  taxpayers' 
funds,  but  we  are  also  aware  that  it  is  harmful  to  keep  people  on 
assistance  when  they  could  be  trained  in  a  minimum  time  period  to  fill 
available  jobs.  Consequently,  we  oppose  the  education  and  training 
provisions  that  give  the  Secretary  of  the  Department  of  Labor,  or 
his  designee,  veto  power  as  to  whether  the  Illinois  Department  of 
Public  Aid  can  start,  expand,  conduct,  or  contract  for  an  education  or 
training  program  for  public  aid  recipients,  because  it  could  interfere 
with  public  aid's  responsibility  to  move  recipients  to  self-support 
through  a  combination  of  social  casework  and  education  and  training. 
In  the  beginning  of  training,  individual  attention  is  generally  neces- 
sary for  public  aid  recipients.  Public  aid  recognizes  this  and  con- 
siders these  programs  as  an  extension  of  social  casework. 

Concern  over  earned  income  and  incentive  allowance  exemptions 

The  Illinois  Department  of  Public  Aid  currently  follows  the  manda- 
tory Federal  earned  income  and  resource  exemption  requirements 
for  the  blind  and  utilizes  to  the  extent  deemed  advisable  the  earned 
income  exemptions  permissible  for  the  aged,  disabled,  and  aid  to 
families  with  dependent  children.  The  department  takes  all  unearned 
income  into  account  in  determining  eligibility  for  all  programs. 

We  support  reasonable  earned  income  incentives,  including  expan- 
sion of  the  permissive  exemption  provision  to  include  adults  in  the 
AFDC  program.  However,  we  oppose  that  portion  of  section  201  of 

H.  R.  5710  which  makes  earnings  exemptions  for  all  persons  on  public 
assistance  mandatory  at  the  levels  set  out  in  the  Federal  law  after  J uly 

I,  1969.  We  submit  that  there  are  different  problems  in  each  State,  and 
believe  that  Federal  permissive  provisions  should  continue. 

We  wish  to  point  out  that  title  VII  of  the  Economic  Opportunity 
Act,  which  requires  the  exemption  of  the  first  $85  plus  one-half  of  the 
balance  of  monthly  payments  to  participants  under  titles  I  and  II, 
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actually  discriminates  in  favor  of  children  or  adults  in  AFDC  fami- 
lies working  for  governmental  or  nonprofit  agencies  under  the  poverty 
program,  compared  with  public  aid  recipients  who  are  employed  by 
private  industry.  In  addition,  further  discrimination  exists  under 
the  1966  amendments  to  the  Manpower  Development  and  Training 
Act  which  require  States  to  exempt,  as  income  and  resources,  up  to 
$20  per  week  of  an  "incentive  payment"  given  public  aid  recipients — 
plus  additional  expenses  attributable  to  training  under  the  act. 

The  problem  of  discrimination  will  be  compounded  further  by 
adoption  of  provisions  in  H.E.  5710  covering  sections  409  and  410  of 
AFDC  title  IV  of  the  Social  Security  Act  extending  like  exemptions 
to  public  aid  recipients  participating  in  community  work  and  train- 
ing programs.  This  will  mean  that  children  and  adults  on  AFDC 
working  for  private  industry  are  permitted  to  keep  $50  of  monthly 
earnings,  while  each  person  taking  training  will  be  able  to  keep  up  to 
$87  per  month  plus  allowable  expenses.  Then,  too,  a  person  receiv- 
ing payments  under  titles  I  and  II  poverty  programs  can  keep  much 
more  of  his  hourly  income  than  public  aid  recipients  who  are  being 
trained  in,  or  working  for,  the  private  sector  of  the  economy.  We  can- 
not understand  why  a  public  aid  recipient  in  training  should  be 
authorized  to  keep  more  than  his  counterpart  who  is  working  for 
private  industry.    This  is  very  unfair  and  should  be  rectified. 

We  urge  your  committee  to  develop  an  orderly  plan  that  will  permit 
States  to  exempt  reasonable  amounts  of  income  and  resources  that  con- 
trol eligibility  for,  and  grants  from,  public  assistance  and  other  allied 
programs.  Such  exemptions  should  be  consistent.  For  example,  a 
child  or  adult  working  on  a  poverty  program  should  not  be  allowed  to 
keep  more  of  his  earnings  than  his  counterpart  on  public  assistance  who 
is  working  for  private  industry.  Incentive  allowance  exemptions 
should  not  be  higher  than  earned  income  exemptions,  and  their  ap- 
plicability should  be  cumulative  so  that  a  recipient  cannot  keep  both 
an  incentive  allowance  and  an  earned  income  exemption  above  a  certain 
level. 

We  believe  that  there  is  no  basis  for  unearned  income  exemptions  if 
a  State  meets  100  percent  of  standards  of  need. 

Concern  over  maintenance  of  State  effort 

The  "maintenance  of  State  effort"  requirement  could  well  be  applied 
to  those  States  whose  level  of  assistance  grants  are  too  low,  or  whose 
medical  services  are  below  acceptable  standards,  but  we  wish  to  point 
out  that  it  could  force  States  like  Illinois,  which  have  comprehensive 
medical  programs  and  a  reasonable  level  of  grants,  to  expand  programs 
or  increase  grants  needlessly.  It  is  apparently  predicated  on  the  as- 
sumption that  (1)  caseloads  will  not  go  down,  (2)  the  cost  of  living 
will  not  go  down,  and  (3)  no  State  is  approaching  adequacy  on  basic 
grants  or  medical  standards. 

With  additional  refinements  in  on-going  programs,  plus  the  expan- 
sion of  adult  education  and  training  centers  in  Cook  County  and  sev- 
eral other  parts  of  the  State,  Illinois  could  further  reduce  caseloads. 

In  addition,  it  would  be  an  unwise  use  of  taxpayers'  funds  to  force 
States  to  raise  grants  or  medical  services  above  reasonable  levels  to 
comply  with  the  "maintenance  of  State  effort"  requirement.  We  rec- 
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ommend  that  States  which  meet  100  percent  of  their  assistance  stand- 
ard and  now  provide  medical  services  required  under  Federal  law  be 
exempt  under  the  formula. 

Concern  over  requirement  for  meeting  full  need 

Illinois  meets  100  percent  of  the  assistance  standards  determined 
necessary  to  meet  basic  needs  of  public  assistance  recipients.  The  de- 
partment of  public  aid  adjusts  food  and  clothing  allowances  upward 
or  downward  whenever  there  is  a  change  of  3  percent  or  more  in  the 
food  and  clothing  price  index  issued  by  the  Bureau  of  Labor  Statistics. 
This  review  is  made  twice  a  year.  Utility  and  other  standards  are  also 
adjusted  periodically  to  reflect  the  needs  of  recipients. 

In  addition,  the  department  has  an  advisory  committee,  composed 
of  home  economists  and  other  specialists  from  outside  the  agency, 
which  conducts  continuous  review  of  the  quantity  and  quality  of  the 
items  included  in  the  department's  standards  for  food,  clothing,  utili- 
ties, and  similar  items.  The  department  revises  the  quantity,  quality, 
and  prices  of  items  in  the  standards,where  indicated,  in  consultation 
with  this  advisory  committee.  Over  $20  million  is  included  in  the  de- 
partment's 1967-69  biennial  budget  to  cover  anticipated  increases  in 
standards. 

Section  202  of  H.R.  5710  provides  that  after  July  1,  1969,  a  State's 
standards  shall  be  no  lower  than  the  standards  for  determining  need 
in  effect  on  January  1, 1967.  We  recommend  that  provision  be  made 
in  section  202  authorizing  States  to  make  downward  adjustments  in 
their  standards  when  the  cost-of-living  index  or  major  segments  of  it 
drops  below  the  January  1,  1967,  index  level.  We  believe  that  Illi- 
nois should  have  authority  to  provide  assistance  grants  in  line  with 
the  cost  of  living  at  any  given  time  in  the  future. 

CHANGES  IN  PUBLIC  ASSISTANCE  ADMINISTRATION  NOT  CONTAINED  IN 

H.R.  5  710 

"Money  payment"  principle 

We  believe  that  the  "money  payment"  principle  in  the  public  as- 
sistance titles  of  the  Social  Security  Act  should  be  amended  to  au- 
thorize the  States  to  issue  disbursing  orders  or  make  direct  vendor 
payments  for  rent,  utilities,  food,  clothing,  or  other  expense  items 
in  cases  mismanaging  their  cash  grant  as  an  alternative  method  of 
making  a  protective  payment  to  a  "third  party  payee.' 

The  Chairman.  Mr.  Lowe,  pardon  me.    Off  the  record. 

(There  was  discussion  off  the  record. ) 

Mr.  Burke  (presiding) .  You  may  proceed. 

Mr.  Lowe.  Thank  you,  Mr.  Chairman.  I  was  beginning  to  com- 
ment, sir,  on  the  few  changes  that  we  would  like  to  speak  to  that  are 
not  covered  in  the  proposed  legislation,  the  first  one  having  to  do 
with  the  money  payment  principal. 

In  addition,  the  States  should  have  authority  to  make  a  deduction 
from  the  cash  grant  for  food  stamps  and  send  the  check  and  food 
stamps  to  those  recipients  who  request  participation  in  the  food  stamp 
program.  Also,  the  States  should  be  allowed  to  deduct  the  $3  monthly 
medical  insurance  premiums  for  part  B  of  medicare  from  the  grant  of 
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participating  recipients  age  65  or  over  not  receiving  social  security, 
for  transmittal  to  Washington. 

By  and  large,  recipients  spend  their  cash  grants  for  needs  in  a 
commendable  manner.  There  are,  however,  some  families  on  public 
aid  scattered  throughout  Illinois  who  are  unable  to  manage  their 
grant  properly,  and  who  give  a  "black  eye"  to  the  whole  program. 
The  Illinois  Department  of  Public  Aid  has  been  unable  to  secure  a 
sufficient  number  of  persons  with  competence  and  integrity  to  provide 
"third  party  payees"  for  most  of  the  cases  requiring  attention.  We 
understand  that  other  States  have  encountered  the  same  difficulty. 

During  the  year  ending  June  30,  1966,  the  Illinois  Department  of 
Public  Aid  issued  $4.9  million  in  disbursing  orders,  of  which  $2.9  mil- 
lion represented  rent  payments.  This  represents  about  1.5  percent 
of  Illinois  total  public  assistance  expenditures  of  $325  million  during 
fiscal  year  1966,  which  included  $91  million  for  vendor  payments  for 
medical  care.  Payments  by  disbursing  order  are  not  considered  as 
proper  and  matchable  expenditures  by  HEW.  It  seems  to  us  that 
the  proper  use  of  disbursing  orders  is  important  to  insure  that  tax- 
payers' funds  are  spent  for  intended  purposes. 

We  believe  that  recipients  should  manage  their  grants  wherever 
possible.  However,  rent  for  public  aid  recipients  in  Illinois  costs 
close  to  $6  million  a  month.  Some  recipients  are  from  1  to  4  months 
behind  in  their  rent,  and  some  landlords  have  complained  of  losing  an 
average  of  iy2  months  rental  each  year  because  of  nonpayment  by 
recipients.  A  number  of  landlords  have  reduced  recipients'  rent  when 
the  Illinois  Department  of  Public  Aid  has  agreed  to  pay  rent  direct 
by  voucher  payments.  We  believe  the  department  has  used  this  tool 
effectively  to  improve  living  conditions  for  children  and  others  in  the 
worst  of  the  "poor  management"  families,  and  we  recommend  that 
the  present  Federal  prohibition  of  "direct  vendor  payments"  be 
changed  so  that  Illinois  will  at  no  time  be  penalized  for  taking  positive 
steps  to  reduce  money  management  problems.  We  are  assured  that 
the  department  resumes  cash  grants  when  periodic  review  shows  that 
recipients  demonstrate  proper  management  capabilities;  its  policies 
further  provide  that  recipients  on  whose  behalf  vendor  payments  are 
made  shall  receive  counseling  on  money  management  to  equip  them  to 
return  to  normal  cash  grant  status. 

Savings  could  be  accomplished  under  the  food  stamp  program  if  the 
department  wi  authorized  to  send  both  the  food  stamps  and  the 
monthly  assistance  check  at  one  time  to  recipients  who  elect  to  partici- 
pate. A  recipient  receives  about  a  third  more  for  food  by  participating 
in  the  food  stamp  program  and  we  believe  more  people  would  partici- 
pate if  the  department  could  use  this  procedure.  The  percent  of  total 
persons  on  assistance  receiving  food  stamps  varies  from  28.2  percent 
in  Cook  County  to  a  high  of  58.2  percent  in  Franklin  County.  Food 
stamps  are  currently  distributed  in  53  Illinois  counties,  with  surplus 
commodities  available  in  38  additional  counties,  leaving  11  counties 
where  neither  is  available.  However,  attempts  are  being  made  to 
utilize  either  of  these  two  programs  in  counties  where  they  are  not 
now  being  used. 

The  Social  Security  Administration  automatically  deducts  the  $3 
before  sending  the  monthly  OASDHI  check  to  those  on  social  secu- 
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rity  who  participate  in  part  B  of  medicare.  About  43.5  percent  of  the 
aged  recipients  on  the  old  age  assistance  portion  of  Illinois  AABD 
program  receive  OASDHI.  The  Illinois  Department  of  Public  Aid 
sought  to  persuade  the  Federal  Welfare  Administration  to  authorize 
the  department  to  make  the  same  type  of  deduction  before  sending  the 
cash  grant  to  recipients  not  on  social  security  who  elect  to  participate 
in  part  B  of  medicare.  The  proposal  was  rejected  as  contrary  to  the 
"money  payment"  concept,  together  with  an  explanation  implying 
that  a  State  could  not  be  trusted  with  seeking  truly  voluntary  au- 
thorizations for  prior  deductions  from  the  cash  grant.  This  example 
where  one  segment  of  the  Department  of  Health,  Education,  and  Wel- 
fare utilizes  an  efficient  procedure  while  another  will  not  authorize 
a  comparable  procedure  at  the  State  level  is  indefensible.  Recipients 
can  be  saved  the  cost  of  a  money  order  or  check,  and  a  stamp  each 
month,  and  we  believe  prohibiting  this  business-like  procedure  should 
be  stopped. 

We  recommend  that  your  committee  review  H.R.  16859  which  was 
introduced  by  Congressman  .Rostenkowski,  of  Illinois,  on  August  4, 
1966.  This  bill  would  accomplish  the  reforms  discussed  above,  and  its 
provisions  might  well  be  incorporated  in  H.R.  5710. 

Title  XIX  program 

In  determining  eligibility  for  medical  coverage  for  persons  who  have 
insufficent  income  to  cover  medical  needs,  Illinois  considered  for  many 
years  prior  to  title  XIX  an  applicant's  income  available  over  a  12- 
month  period.  With  the  advent  of  title  XIX,  the  Department  of 
Health,  Education,  and  Welfare  issued  a  regulation,  effective  last  Octo- 
ber, setting  6  months  as  the  maximum  time  period  in  which  available 
income  of  a  person  claiming  aid  as  an  indigent  person  under  title  XIX 
is  considered  applicable  toward  meeting  the  medical  care  costs  for 
which  he  is  seeking  public  help.  This  regulation  qualifies  many  who 
could  pay  their  own  bills  under  usual  credit  arrangements,  and  it  also 
compels  States  undertaking  to  stay  within  their  appropriated  funds 
to  reduce  standards  to  compensate  for  recipient  income  that  would 
normally  be  applied,  thus  depriving  needier  people  of  coverage. 

We  believe  the  committee  should  inquire  into  the  validity  of  the 
present  regulation,  and  where  necessary,  provide  language  in  the  act 
which  will  enable  the  States  to  apply  an  income  evaluation  period 
which  they  consider  to  be  consistent  with  credit  arrangements  prevail- 
ing in  the  State, 
ing  in  the  State. 

In  addition,  we  believe  that  States  should  have  authority  to  consider 
actual  rent  paid  by  near  needy  persons  in  determining  eligibility  for 
medical  assistance  under  title  XIX.  This  would  provide  for  fairer 
treatment  than  the  present  urban  and  rural  standard  required 
by  HEW. 

Reiterating  a  recommendation  made  by  the  State  chamber  during 
the  1965  Senate  hearings  on  medicare,  liens  upon  the  property  of  those 
receiving  medical  assistance  under  title  XIX  should  not  be  prohibited. 

Illinois  statutes  currently  provide  that  the  State  may  impose  a  lien 
for  the  amount  of  the  maintenance  grants  upon  the  real  property  of 
recipients  of  old  age,  blind,  and  disability  assistance.    Inasmuch  as 
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the  homestead  and  contiguous  real  estate  of  an  individual,  regardless 
of  its  value,  is  exempt  in  determining  eligibility  for  both  money  pay- 
ments and  medical  assistance  in  Illinois,  we  believe  the  State  should 
not  be  prohibited  from  establishing  a  lien  on  the  real  property  of  re- 
cipients of  medical  assistance.  The  prohibition  of  the  lien  provision 
prevents  a  State  from  protecting  its  claim  against  the  estate  for  medi- 
cal assistance  provided  after  age  65  (which  is  permissible  under  the 
Federal  act)  in  the  case  of  those  recipients  who  leave  the  program 
prior  to  their  death.  The  prohibition  of  the  lien  provision,  in  effect, 
provides  for  the  creation  of  an  estate  at  public  expense. 

We  also  believe  that  title  XIX  should  not  bar  the  States  from  con- 
sidering the  following  as  responsible  relatives  (1)  financially  capable 
children  for  the  support  of  their  parents,  and  (2)  financially  capaple 
parents  for  the  support  of  their  children  regardless  of  age.  Adult 
sons  and  daughters,  whose  level  of  income  determines  that  they  are 
responsible  relatives  in  Illinois,  now  contribute  toward  the  recipient's 
assistance  grant,  but  Federal  law  exempts  them  from  paying  for  any 
of  the  recipient's  medical  needs.  We  fail  to  see  why  financially  capable 
adult  children  should  be  excused  from  meeting  both  the  assistance  and 
medical  needs  of  their  parents.  The  same  follows  for  financially  capa- 
ble parents  for  their  children. 

Mandated  simplified  eligibility  determination 

A  major  aim  in  welfare  administration  is  to  continue  necessary  pro- 
cedures that  guarantee  that  only  the  needy  qualify  for  and  receive  pub- 
lic assistance.  On  the  other  hand,  an  equally  important  objective  is 
to  keep  administrative  requirements  as  simple  as  possible  so  that  case- 
workers have  sufficient  time  to  deal  with  problems  of  recipients  in 
order  to  return  those  capable  to  self-support. 

In  an  effort  to  reduce  "red  tape"  and  give  caseworkers  more  time  to 
work  with  recipients,  Health,  Education,  and  Welfare  Administra- 
tion has  issued  a  regulation,  effective  July  1,  1967,  requiring  States 
to  rely  on  the  applicant  or  recipient  as  the  primary  source  of  informa- 
tion concerning  eligibility,  supplemented  if  necessary  by  information 
from  public  records.  The  regulation  further  stipulates  that  (1)  veri- 
fication of  conditions  of  eligibility  must  be  "limited  to  what  is  reason- 
ably necessary  to  assure  that  expenditures  under  the  program  will  be 
legal"  and  (2)  States  are  proscribed  from  taking  any  "steps  in  the 


eluding  contact  with  collateral  sources,"  and  States  must  obtain  "spe- 
cific consent  for  each  contact,  either  with  social  agencies,  doctors,  hos- 
pitals, and  similar  resources,  or  with  relatives  or  other  individuals." 
In  addition,  States  are  prohibited  from  "making  home  visits  outside 
of  working  hours"  on  the  premise  that  this  procedure  "will  result  in 
violation  of  privacy  or  personal  dignity  and  constitutes  harassment." 

When  a  self-supporting  individual  applies  for  a  loan  or  extension 
of  credit  to  meet  his  needs,  he  answers  certain  questions  with  the  real- 
ization that  when  he  signs  the  application  the  lender  or  creditor  has 
authority  to  verify  his  statement.  This  is  established  practice  and  we 
fail  to  see  why  a  comparable  procedure  violates  the  privacy,  personal 
dignity,  or  constitutes  harassment  of  public  assistance  recipients  or  ap- 
plicants.   Instead  of  lightening  the  burden  of  caseworkers,  we  believe 


applicant  does  not  agree,  in- 


1874  SOCIAL  SECURITY  AMENDMENTS  OF  1967 


the  regulation  requiring  specific  consent  of  the  applicant  or  recipient 
i  each  and  every  time  a  collateral  contact  is  to  be  made  will  lead  to  fur- 
ther "red  tape"  and  leave  less  time  for  the  real  job  of  rehabilitating 
those  who  require  help. 

Illinois  is  one  of  22  States  participating  in  the  Aid  to  Families 
with  Dependent  Children-Unemployed  Parents  program  (AFDC-U) 
so  we  cannot  be  accused  of  forcing  a  father  to  leave  home  and  abandon 
his  family  in  order  for  his  wife  and  children  to  receive  assistance. 

Public  aid  departments  normally  work  an  8-hour,  5-day  week,  and 
those  who  stipulate  that  home  visits  can  only  be  made  during  the 
Department's  normal  working  hours  fail  to  take  two  important  reali- 
ties into  consideration.  The  first  is  that  industries  in  many  States 
have  either  two  or  three  shifts,  and  it  is  therefore  often  necessary  to 
contact  certain  individuals  during  odd  hours.  Secondly,  in  order  to 
maintain  public  confidence  in  the  welfare  system,  we  believe  that  State 
and  local  welfare  departments  should  have  authority  to  conduct  in- 
vestigations whenever  necessary. 

It  is  unfair  to  saddle  the  taxpayers  with  support  of  a  family  when 
the  deserting  father  is  capable  of  providing  part  or  all  of  their  sup- 
port. In  Illinois,  the  department  of  public  aid  policy  provides  that  no 
home  investigations  will  be  made  after  9  o'clock  in  the  evening.  In- 
vestigations are  made  upon  referral  by  caseworkers  who  suspect  ir- 
regularities in  the  case.  Mothers,  with  no  man  in  the  home,  are  some- 
times found  to  be  employed  beginning  after  6  p.m.  Experience  also 
proves  that  many  deserting  fathers  are  found  in  the  home  on  week- 
ends, and  a  Federal  regulation  prohibiting  authorized  public  aid  per- 
sonnel from  making  necessary  investigations  will,  in  our  opinion,  lead 
to  further  erosion  of  the  public's  confidence  that  public  assistance 
programs  are  managed  properly. 

Public  assistance  programs  are  the  last  bastion  in  this  country  for 
keeping  aged,  blind,  disabled,  mothers,  children,  and  unemployed  fa- 
thers from  starvation  and  living  in  decency  and  health.  There  is 
enough  public  wrath  now  in  connection  with  the  maimer  in  which 
public  assistance  programs  are  administered,  and  we  would  hate  to  see 
unwise  Federal  regulations  compound  the  problem  further. 

In  December  of  1965,  Illinois  disapproved  40.3  percent  of  the  8,000 
applications  processed  for  the  federally  aided  public  assistance  pro- 
grams. The  percentage  of  approval  ranged  from  71.7  percent  in  the 
assistance  to  the  medically  indigent  aged  program  to  38.1  percent  of 
applications  for  blind  assistance.  We  see  no  evidence  to  conclude  that 
this  percentage  has  changed  much,  if  any,  and  wish  to  caution  against 
the  adoption  of  Federal  laws  or  regulations  that  will  require  states 
to  relax  investigation  of  need.  Illinois  uses  "presumptive  eligibility" 
in  instances  of  hardship  under  all  public  assistance  programs  so  the 
necessary  time  it  takes  to  determine  eligibilty  should  be  no  hardship 
to  the  needy.  We  feel  that  states  should  have  authority  to  establish 
and  maintain  appropriate  investigation  procedures  that  will  deal  ef- 
fective with  local  problems. 

We  recommend  that  your  committee  examine  the  validity  of  the 
present  regulation  and,  where  necessary,  provide  for  language  in  the 
public  assistance  titles  of  the  Federal  law  which  will  assure  that  the 
States  continue  effective  determination  of  eligibility. 
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M andated  simplified  budgeting  procedures 

A  new  Federal  regulation,  effective  July  1, 1967,  will  require  States 
to  adopt  simplified  budgeting  procedures.  The  announced  purpose 
to  reduce  the  time  it  takes  a  caseworker  to  determine  the  amount  of 
the  grant,  plus  reducing  errors  is  laudable.  However,  we  are  told  that 
if  Illinois  adopts  either  of  the  three  prescribed  methods — and  reduces 
no  grant  to  any  case  so  as  not  to  deprive  those  cases  with  higher  re- 
quirements of  basic  essentials  under  our  State's  standards — Illinois 
costs  would  have  to  be  increased  at  least  $316  million  a  year.  This 
compares  with  current  annual  costs  of  about  $344  million  for  assist- 
ance, medical,  and  administrative  needs  under  all  public  assistance 
programs  in  Illinois.  The  drastic  increase  would  be  required  because 
the  Federal  plans  for  "simplified  budgeting"  do  not  permit  differen- 
tiation by  age  or  by  variations  in  household  expenses  such  as  rent, 
utilities,  and  the  like. 

In  contrast,  Illinois'  present  standards  for  assistance  are  based  on 
family  size  and  age  of  the  children.  Variations  in  rent  and  utilities 
are  also  recognized.  In  addition,  a  number  of  special  allowances  are 
given  to  meet  needs  in  various  circumstances.  We  believe  this  proce- 
dure is  sound  and  should  be  continued. 

We  object  to  the  imposition  of  any  standards  that  do  not  recog- 
nize actual  costs  of  items  and  varying  needs  of  those  on  public  assist- 
ance. Such  a  requirement  will  mean  that  some,  people  on  assistance 
get  more,  and  others  less,  than  they  need. 

We  recommend  that  your  committee  provide  for  language  in  the 
public  assistance  titles  of  the  Social  Security  Act  that  guarantees  that 
States  may  continue  to  recognize  actual  costs  of  items  and  varying 
needs  of  recipients  in  developing  standards  applicable  to  those  on 
public  assistance. 

In  conclusion,  I  wish  to  point  out  that  the  Illinois  State  Chamber 
of  Commerce  does  not  share  the  view  of  those  who  say  that  all  wel- 
fare programs  have  little  merit  and  that  current  programs  should  be 
eliminated.  We  are  aware  of  dedicated  people  working  to  produce 
results  of  significant  value  in  the  public  assistance  field.  The  work  of 
the  Illinois  State  Chamber  in  this  field  during  the  last  6  years  indi- 
cates the  genuine  interest  of  its  membership  to  bring  about  efficient 
and  effective  administration  of  public  assistance  programs,  which  will 
meet  the  needs  and  solve  many  of  the  problems  of  the  disadvantaged 
in  Illinois. 

We  thank  you  very  much  for  your  courteous  attention,  and  will  be 
very  happy  to  answer  any  questions  that  we  can. 
(The  information  referred  to  follows :) 

Relief  Rolls  or  Pay  Rolls?    A  Searching  Look  at  Public  Aid  in  Illinois 
and  How  It  Concerns  Every  Businessman 

Illinois  State  Chamber  of  Commerce, 

Chicago,  June  1966. 

Dear  Member  :  Six  years  ago,  a  concern  for  the  efficiency  and  effectiveness  of 
the  State's  public  aid  program  led  to  the  creation  of  the  State  Chamber's  Public 
Assistance  and  Welfare  Committee.  We  are  proud  of  the  increased  recognition 
being  given  the  State  Chamber's  work  in  this  important  field.  The  situation  is 
much  improved.  While  the  number  of  recipients  in  most  other  states  has  in- 
creased, there  has  been  a  13  percent  decline  in  the  number  of  public  assistance 
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recipients  in  Illinois  over  the  past  four  years.  This  is  a  record  of  which  to  be 
proud,  yet  there  is  no  room  for  complacency.  In  the  midst  of  Illinois'  booming 
economy  we  are  still  spending  more  than  $300,000,000  a  year  on  the  nearly  400,000 
persons  currently  receiving  assistance. 

This  publication  reviews  briefly  the  status  of  public  assistance  in  Illinois,  im- 
provements which  have  been  made  and  problems  that  remain  to  be  solved. 
Education,  training  and  rehabilitation  programs  which  have  proved  effective 
must  be  expanded  and  other  solutions  found  to  solve  the  complex  economic,  hu- 
man, and  social  problems  causing  dependency. 

The  State  Chamber's  Public  Assistance  and  Welfare  Committee  will  continue 
to  study,  to  work  closely  with  state  and  local  officials,  to  support  sound  legisla- 
tive changes  and  to  oppose  unwise  and  unnecessary  proposals.  The  committee 
needs  your  help  in  pinpointing  additional  changes  necessary  for  improving 
Illinois'  public  aid  programs. 

I  strongly  recommend  that  you  read  this  publication,  look  for  opportunities  to 
fill  your  labor  needs  from  the  public  assistance  rolls,  review  the  operations  and 
problems  of  your  County  Department  of  Public  Aid,  and  communicate  your  ex- 
periences and  suggestions  to  the  Secretary  of  the  State  Chamber's  Public  Assist- 
ance and  Welfare  Committee. 

With  your  help  I  am  confident  that  we  will  continue  to  assist  in  the  job  of  re- 
turning substantial  numbers  of  public  aid  recipients  to  a  self-support  status, 
thereby  keeping  under  control  this  aspect  of  governmental  costs. 
Sincerely  yours, 

Buknham  P.  Spann,  President. 

THE  CONTINUING  PROGRAM  OF  THE  ILLINOIS  STATE  CHAMBER  OF  COMMERCE  FOR 
IMPROVING  PUBLIC  AID  IN  ILLINOIS 

The  State  Chamber  program  recognizes  that — 

many  public  assistance  recipients  can  hold  jobs  ; 

Public  assistance  costs  can  be  controlled ;  and 

public  assistance  payments  must  be  limited  to  those  in  actual  need. 
Thus,  the  State  Chamber  has  supported  new  laws  which  now  

provide  expanded  basic  education  and  training  programs ; 

require  abled-bodied  public  assistance  recipients  to  accept  work  and  to  par- 
ticipate in  rehabilitation,  training,  and  education  programs  ; 

strengthen  provisions  for  recovery  of  fraudulent  assistance  payments ; 

authorize  withholding  of  rent  payments ; 

iprovide  the  means  for  locating  more  fathers  and  requiring  them  to  support 
their  families ; 
control  the  size  of  grants  to  recipients ; 

place  a  lien  on  real  property  of  aged,  blind  and  disabled  assistance 
recipients ; 

provide  additional  intensive  casework  teams  to  concentrate  on  returning 
more  aid  recipients  to  self-support  status ;  and 

require  relatives  to  pay  their  share  of  aid  cost  directly  to  the  State. 
The  State  Chamber  opposes  state  or  federal  legislation  to — 
reduce  residence  requirements  for  recipients  ; 
remove  liens  on  property  of  recipients ;  and 
release  relatives  currently  obligated  to  support  recipients. 

WHAT  IS  PUBLIC  AID  IN  ILLINOIS? 

Cost  trends 

Expenditures  for  public  assistance  in  Illinois  have  more  than  doubled  in  the 
last  10  years ;  however,  the  almost  $620,000,000  spent  during  the  two  year  period 
ending  in  June,  1965  represented  a  much  smaller  increase  in  costs  than  has  pre- 
viously occurred. 

Two  factors  govern  overall  costs — the  number  of  persons  receiving  assistance 
and  the  amount  that  individual  recipients  receive.  The  level  of  public  assist- 
ance grants  takes  into  account  the  costs  of  food,  clothing,  rent,  utilities,  medical 
services,  personal  essentials  and  household  incidentals.  A  very  slight  adjust- 
ment in  the  cost  of  any  one  of  these  items  makes  a  large  change  in  State  costs. 
For  example,  food  allowances  were  increased  by  3  per  cent  in  January  of  1966. 
By  July  1  of  1967  it  is  estimated  that  this  will  have  increased  public  assistance 
costs  by  more  than  $4,000,000. 
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The  last  session  of  the  Illinois  General  Assembly  increased  appropriations  for 
public  assistance  to  more  than  $660,000,000.  This  increase  of  nearly  7  per  cent 
is  to  provide  for : 

Increases  in  the  cost  of  living. 

Expansion  of  education  and  training  programs  and  child  day  care  facil- 
ities. 

Increases  in  cost  of  medical  care  for  recipients. 

Salary  improvements  necessary  to  counter  staff  turnover  and  to  recruit 
staff. 

Employment  of  more  than  400  additional  persons,  including  special  in- 
vestigators, enforcement  and  research  and  statistics  personnel. 

Major  programs 

As  the  price  for  sharing  the  cost  of  five  major  programs,  the  federal  govern- 
ment controls  them  through  laws  and  regulations.    These  programs  are : 
Aid  to  Families  with  Dependent  Children. 
Old  Age  Assistance. 
Medical  Assistance. 
Disability  Assistance. 
Blind  Assistance. 

Needy  persons  not  qualifying  for  one  of  the  federal  programs  receive  General 
Assistance  financed  by  local  governmental  units  with  some  State  participation. 
Only  51  of  the  nearly  1,500  local  units  administering  General  Assistance  get  State 
funds.  These  units,  however,  disperse  more  than  80  per  cent  of  the  General 
Assistance  funds. 

Fewer  recipients 

The  combination  of  the  'boom  in  Illinois  economy,  and  successful  education 
and  training  programs  that  have  equipped  thousands  of  recipients  to  take  self- 
supporting  jobs  accounts  for  a  reversal  of  the  trend  toward  more  people  requir- 
ing aid.  The  post  World  War  II  peak  was  reached  in  March,  1962  when  469,000 
Illinoisans  received  some  form  of  assistance.  By  December,  1965  the  rolls  had 
dropped  to  just  under  400,000  persons  or  about  3.8  per  cent  of  the  State's  popu- 
lation. 

The  number  of  persons  on  public  assistance  has  increased  in  most  states.  In 
the  past  three  years,  Illinois  and  Michigan  loads  decreased  by  5.7  per  cent  and 
10.7  per  cent  respectively,  while  Ohio  and  Pennsylvania  held  about  even.  Mean- 
while, California,  New  Jersey,  and  New  York  each  had  an  increase  of  more  than 
25  per  cent  in  the  number  of  people  receiving  aid. 

Who  receives  public  aid  in  Illinois? 

Nearly  400,000  needy  persons  in  Illinois  received  some  form  of  assistance  in 
December,  1965.  Many  have  little  potential  for  leaving  the  rolls,  but  thousands 
of  other  families  will  return  to  self-support.  Recipients  were  in  the  following 
categories — 

Aged — Over  52,000  persons  over  65  received  Old  Age  Assistance.  This  in- 
cluded more  than  11,000  in  nursing  homes,  and  1,400  who  received  only 
medical  care. 

Disabled — Over  30,000  persons  under  65  were  on  Disability  Assistance. 
Blind — Just  over  2,300  blind  persons  received  Blind  Assistance. 
Children,  parents,  or  other  adults — More  than  250,000  received  Aid  to  Fam- 
ilies with  Dependent  Children,  including  196,000  children. 

Others — More  than  61,000  persons  received  General  Assistance. 

Who  administers  aid? 

More  than  5,100  employees  of  the  Illinois  Department  of  Public  Aid  and  the 
102  County  Departments  of  Public  Aid  are  responsible  for  dealing  with  complex 
problems  of  recipients.  They  consist  of  social  workers,  clerical,  administrative, 
investigative,  and  other  special  staff.  In  addition,  there  are  over  1,000  em- 
ployees in  local  General  Assistance  offices  whose  salaries  are  paid  from  a  com- 
bination of  State  and  local  funds. 

Each  caseworker  authorizes  about  $150,000  a  year  in  grants  to  recipients.  A 
major  problem  in  maintaining  efficiency  is  the  turnover  in  caseworkers.  The 
most  recent  figures  available  show  that  during  the  year  ending  June  30,  1964, 
there  was  a  36.5  per  cent  turnover  of  casework  staff  in  the  Department  of  Public 
Aid  (43.3  per  cent  in  Cook  County  and  23.6  per  cent  in  the  rest  of  the  State). 
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With  an  improved  pay  plan  in  effect,  plus  efforts  to  reduce  excessive  amounts  of 
paperwork  and  other  red  tape,  the  Department  hopes  to  acquire  the  necessary 
additional  specialists  to  intensify  efforts  to  further  reduce  the  incidence  of  public 
assistance  in  Illinois. 


THE  TRUTH  ABOUT  PUBLIC  AID  IN  ILLINOIS 

A  number  of  widely-held  beliefs  about  public  assistance  in  Illinois  are  not  en- 
tirely valid.  Research  by  the  State  Chamber's  Public  Assistance  and  Welfare 
Oommitte  has  uncovered  the  following  facts. 


It  is  said  that  .  .  . 

The  Illinois  public  aid  problem  is  all 
in  Cook  County,  so  there  is  no  reason  for 
other  parts  of  the  State  to  be  concerned. 


There  wouldn't  be  so  many  people  on 
public  aid  if  they  were  required  to  work 
or  go  to  'school. 


Recipients  often  squander  their 
grants.  The  Department  of  Public  Aid 
makes  no  effort  to  insure  that  grants  are 
spent  for  intended  purposes. 


Fathers  and  other  relatives  do  not 
provide  enough  of  the  support  for  their 
relatives  on  aid. 

There  is  no  incentive  for  aid  recipi- 
ents to  work  and  become  fully  self-sup- 
porting, because  they  get  more  on  public 
assistance. 


The  facts  are  ... 

Cook  County  did  have  about  two- 
thirds  of  all  persons  on  Aid  in  Decem- 
ber, 1965.  However,  18  counties  had 
higher  public  aid  incidence  rates  for 
each  1,000  people  than  Cook  County's 
ratio.  Five  were  at  least  double,  and 
two  were  more  than  four  times  the  Cook 
County  rate. 

Able-bodied  adults  under  65  on  public 
aid  are  required  to  work  off  their  as- 
sistance grant  on  one  of  the  600  ap- 
proved work  relief  projects  in  Illinois, 
or  participate  in  education  and  training 
programs  to  provide  skills  for  self-sup- 
port. Recipients  are  required  to  take 
jobs  when  available.  If  they  refuse  to 
work  or  go  to  school,  assistance  is  de- 
nied. Mothers  receiving  Aid  to  Fam- 
ilies with  Dependent  Children  must  par- 
ticipate if  child  care  is  available.  In 
May,  1965  more  than  10,000  recipients 
were  in  education  or  training  programs. 

In  an  effort  to  control  mismanage- 
ment of  grants  by  recipients,  the  De- 
partment issued  over  $488,000  in  dis- 
bursing orders  for  rent,  utilities,  food, 
clothing  and  other  necessities  during 
March,  1966.  This  compared  with 
$8,100  in  disbursing  orders  issued  in 
June,  1963.  Large  families  entitled  to 
monthly  grants  of  $250.00  or  more  now 
receive  their  checks  in  two  or  more  in- 
stallments. 

This  may  be  true  but  through  inten- 
sified efforts,  relatives  provided  over 
$833,000  in  June,  1965  compared  to 
$466,000  during  June,  1961. 

A  number  of  incentives  are  in  effect 
now  for  adults  and  children  who  are 
participating  in  education  and  training 
programs  or  working.  For  example,  a 
working  adult  is  allowed  to  retain  $25.00 
per  month  from  earnings;  a  teen-ager 
in  the  home  can  keep  the  first  $25.00  of 
monthly  earnings  plus  one-half  of  the 
next  $75.00  for  a  total  of  $62.50,  but 
the  family's  grant  is  reduced  by  all  of 
the  child's  earnings  above  $100.00  per 
month. 
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The  facts  are  .  .  . 

There  is  considerable  turnover  in 
caseloads  in  Illinois.  The  average  me- 
dian stay  is  about  3  years  in  the  Aid  to 
Families  with  Dependent  Children  pro- 
gram, while  it  is  64  years  on  Old  Age 
Assistance. 

Unemployed  fathers  are  the  primary 
cause  for  need  in  the  relatively  small 
unemployed  parents  part  of  the  pro- 
gram. Six  major  crises  cause  most  of 
the  need  for  payments  under  the  re- 
mainder of  this  program.  About  31  per 
cent  of  the  mothers  are  unmarried, 
while  desertion  accounts  for  almost  1^3 
per  cent  of  the  cases.  Divorce,  legal 
separation,  incapacity,  death,  or  a  par- 
ent's incarceration  are  among  other 
causes. 

During  the  last  four  years  there  has  been  substantial  improvement  of  Illinois 
public  aid  programs.  Some  of  the  changes  have  resulted  from  State  or  federal 
legislation  and  others  from  administrative  determinations.  The  most  striking 
changes  were  enacted  in  the  1963  General  Assembly  when  revised  limits  were 
placed  on  the  size  of  assistance  grants,  procedures  were  tightened,  and  $4,000,000 
was  appropriated  for  education  and  training. 

In  the  inerim  between  the  1963  and  1965  sessions  of  the  General  Assembly,  the 
Legislative  Advisory  Committee  on  Public  Assistance  instituted  a  number  of  im- 
provements. During  the  1965  legislative  session,  with  the  support  of  the  State 
Chamber's  Public  Assistance  and  Welfare  Committee,  a  number  of  additional 
changes  were  made  to  solve  current  public  assistance  problems.  The  following 
section  identifies  some  of  the  more  important  problems  dealt  with  during  the  last 
legislative  session : 

Support  payments  from  relatives 

The  Problem:  Over  the  years  the  State  reduced  the  total  monthly  grant  to 
which  a  public  aid  recipient  was  entitled  by  the  amount  of  support  payments  due 
from  certain  relatives.  These  payments  were  generally  sent  directly  to  the  re- 
cipient. However,  experience  indicated  that  receipt  of  support  payments  was 
often  late  or  erratic.  This  required  an  emergency  grant  from  the  State  for  the 
amount  due  from  relatives  so  that  the  recipient  could  continue  to  meet  current  liv- 
ing expenses.  When  the  recipient  received  the  delayed  support  payment,  the 
caseworker  had  to  inform  the  State  to  adjust  subsequent  relief  grants  to  recap- 
ture advances.  Considerable  staff  time  was  required  in  checking  whether  rel- 
atives made  their  payment  and  in  the  adjusting  procedure. 

The  Solution:  The  Legislature  authorized  a  more  efficient  procedure  so  that  in 
most  cases  support  payments  are  now  required  to  be  made  directly  to  the  Depart- 
ment. The  Department  sends  the  full  assistance  grant  to  the  recipient  at  a  desig- 
nated time  each  month,  and  is  now  promptly  alerted  when  required  support  pay- 
ments from  relatives  are  past  due. 

Adjustments  to  changing  conditions 

The  Problem:  It  is  sometimes  necessary  that  policy  changes  be  made  between 
legislative  sessions  to  meet  changing  conditions.  This  became  particularly  clear 
when  limitations  on  rent  for  public  aid  recipients  were  established  in  1963.  In 
order  that  the  Department  have  outside  advice,  the  Legislative  Advisory  Com- 
mittee on  Public  Assistance  was  created  and  has  been  most  effective  in  working 
out  realistic  limitations  and  in  adapting  general  policy  to  special  situations. 

The  Solution:  The  Legislative  Advisory  Committee  was  continued  with  its  au- 
thority now  expressly  includes  substantially  all  problem  areas  which  might  re- 
quire policy  modification  in  the  interim  between  legislative  sessions. 

Substandard  housing 

The  Problem:  The  State  of  Illinois  spends  more  than  $6,000,000  a  month  for 
public  aid  recipients'  rent.  In  many  cases  the  recipients  are  paying  for  adequate 
housing  but  not  receiving  it. 


It  is,  said  that  .  .  . 

Once  people  get  on  public  aid,  they 
stay  on  for  life. 


The  Aid  to  Families  with  Dependent 
Children  caseload  consists  primarily  of 
unwed  mothers  arid  their  children. 
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The  Solution:  Public  assistance  officials  have  authority  to  withhold  rent  allow- 
ances to  recipients  or  direct  rent  payments  to  landlords  when  housing  does  not 
meet  building  standards  and  when  health  and  safety  hazards  exist. 

Controlling  abuses 

The  Problem:  Various  abuses  of  public  assistance  regulations  pose  a  constant 
problem.  One  flagrant  abuse  involves  landlords  who  have  required  extra  rent 
payments  from  recipients.  Another  is  collusion  between  relatives  and  friends 
so  that  ineligible  recipients  can  qualify  for  assistance. 

The  Solution:  Penalties  and  controls  were  materially  strengthened  to  curtail 
abuses  and  deter  people  from  cheating  the  State's  taxpayers. 

Other  improvements 

Other  significant  statutory  changes  for  improving  public  aid  administration 
are  those  which — 

Provide  for  collection  of  actual  medical  expense  from  an  aged,  blind,  or 
disabled  recipient's  estate  instead  of  amounts  set  aside  which  may  not  have 
been  paid  out  in  his  behalf. 

Authorize  standardization  of  rates  and  programs  of  work  for  adult  able- 
bodied  recepients  to  "work  off"  their  grants. 

Extend  the  use  of  volunteers  for  various  purposes  in  all  public  aid  offices  in 
the  State. 

Provide  additional  protection  to  public  aid  employees  working  under  dan- 
gerous conditions. 

Expand  education  and  training  programs  and  child  care  facilities  to  move 
more  recipients  to  self-support. 

Provide  for  necessary  additional  caseworkers,  investigators,  and  re- 
searchers. 

Extend  the  age  of  children  receiving  Aid  to  Families  with  Dependent  Chil- 
dren grants  from  18  to  20,  provided  the  child  is  living  at  home  and  regularly 
attending  high  school,  a  vocational  or  technical  training  school  under  a  pro- 
gram designed  to  prepare  him  for  gainful  employment,  or  combining  part- 
time  employment  and  approved  training. 

MAJOR   CONTINUING  PROBLEMS 

Getting  recipients  into  jobs  through  education  and  training 

With  manpower  shortages  becoming  more  acute  the  public  aid  rolls  are  one 
of  the  few  remaining  sources  of  labor.  Consequently,  the  Department  of  Public 
Aid's  continuing  emphasis  on  expanding  full-time  adult  education  and  training 
programs  and  providing  additional  child  day-care  facilities  is  becoming  increas- 
ingly important.  Adult  able-bodied  men  receiving  aid  are  practically  non- 
existent in  most  parts  of  the  State.  However,  available  men  and  many  of  the 
45,000  mothers  on  Aid  to  Families  with  Dependent  Children  are  being  trained 
to  fill  available  jobs. 

Recipients  are  channeled  into  training  programs  under  the  Manpower  Develop- 
ment and  Training  Act  and  the  Vocational  Education  Act,  where  available.  The 
Department  of  Public  Aid,  through  the  Superintendent  of  Public  Instruction,  is 
also  using  a  $6,200,000  appropriation  to  expand  and  improve  on-going  academic, 
vocational  or  occupational  training  activities  in  75  counties,  and  will  service 
other  counties  where  need  for  programs  exists.  Meanwhile,  the  State  Chamber 
is  vigorously  seeking  greater  coordination  between  local,  state  and  federal  agen- 
cies engaged  in  education  and  training  work  to  eliminate  overlapping  and  duplica- 
tion of  effort,  to  secure  maximum  results  and  to  insure  that  tax  funds  are  properly 
utilized  and  not  wasted. 

Thousands  of  Illinois  employers  have  successfully  employed  aid  recipients. 
This  has  had  a  direct  effect  on  public  aid  rolls.  When  employees  with  various 
degrees  of  skills  are  not  otherwise  available,  we  recommend  that  you  discuss  your 
needs  with  the  County  Public  Aid  Department.  Public  Aid  administrators  know 
that  training  programs,  to  be  of  value,  must  be  geared  to  the  needs  of  business. 
They  want  to  know  the  kinds  of  things  you  require  of  a  worker  so  they  can 
motivate  and  counsel  recipients  during  training  to  acquire  necessary  traits  for 
filling  and  keeping  jobs. 
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Medical  care  for  recipients 

Another  significant  problem  is  to  gear  Illinois'  comprehensive  medical  coverage 
of  public  aid  recipients  into  the  new  federal  Medicare  program.  Many  details 
and  certain  differences  in  proposed  definitions  remain  to  be  worked  out  between 
the  Illinois  Department  of  Public  Aid  and  the  federal  Department  of  Health, 
Education,  and  Welfare.  The  manner  in  which  these  problems  are  resolved  will 
determine  whether  payments  by  Illinois  taxpayers  are  spent  wisely. 

Further  policy  considerations 

Other  areas  of  concern  upon  which  the  Department  and  the  Legislative  Ad- 
visory Committee  are  working  to  formulate  policy  include  such  questions  as: 

Should  able-bodied  adult  recipients  be  required  to  move  to  employment 
opportunities? 

At  what  level  should  asset  exemptions  be  continued  in  the  various  public 
aid  programs? 

Should  thousands  of  aged  persons  in  State-supported  mental  institutions 
(particularly  those  whose  principal  deficiency  is  physical)  be  placed  on 
Old  Age  Assistance  and  transferred  to  private  group  care  facilities  where 
funds  will  provide  half  the  cost? 

Are  food  and  other  grant  items  sufficient  for  those  on  assistance? 

How  many  cases  should  be  authorized  to  exceed  the  ceiling  on  rent? 

What  further  steps  can  be  taken  to  improve  participation  in  the  food  stamp 
program? 

Should  stepfathers  continue  to  be  held  financially  responsible  for  step- 
children? 

What  steps  can  be  taken  to  evaluate  aid  recipients'  utilization  of  hospi- 
tals, nursing  homes  and  sheltered  care  facilities? 

Your  participation  is  essential 

The  incidence  of  assistance  varies  with  different  conditions  in  individual  coun- 
ties in  Illinois,  but  we  hope  you  will  look  into  the  situation  in  your  community 
and  join  with  other  businessmen  in  employing  those  recipients  who  are  capable 
of  moving  to  self-support.  Rather  than  be  on  public  aid,  most  families  would 
prefer  to  lead  productive  lives.  Thanks  to  training  and  a  chance  to  prove  them- 
selves, thousands  of  ex-aid  recipients  are  now  self-sufficient. 

Many  people  with  economic,  human,  and  social  problems  will  continue  to 
require  assistance ;  hopefully,  this  need  can  be  held  to  a  minimum  by  business- 
men and  others  in  the  community  working  together  to  solve  the  causes  of 
dependency. 

When  you  discover  ways  of  improving  public  aid  conditions,  or  determine 
where  administrative  changes  are  required,  please  communicate  with  the  Sec- 
retary of  the  State  Chamber's  Public  Assistance  and  Welfare  Committee,  so 
that  steps  can  be  taken  to  insure  that  worthwhile  changes  are  extended  state- wide. 

Mr.  Burke.  Thank  you  very  much,  Mr.  Lowe.  The  committee  ap- 
preciates your  statement  and  the  contribution  you  have  made  to  the 
hearings. 

Mr.  Lowe.  Thank  you,  Mr.  Chairman. 

Mr.  Burke.  Our  next  witnesses  will  be  Mrs.  Sarah  Werbell,  Mrs. 
Sarah  Pollock,  Mr.  Ludwig  Adam,  and  Mr.  James  Tobin. 

statements  of  mrs.  maria  kron,  henry  street  settlement ; 
mrs.  sarah  werbell,  henry  street  settlement;  mrs. 
sarah  pollock,  godd arb-riverside  community  center; 
samuel  rosenpeld,  goddard-riverside  community  cen- 
ter; ludwig  adam,  lenox  hill  neighborhood  associa- 
tion; james  p.  tobin,  hudson  guild;  and  mrs.  ethel 
Mcdonough,  Hudson  guild 

Mr.  Burke.  Will  each  of  you  identify  yourself  for  the  record, 
please? 
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Mr.  Kron.  My  name  is  Maria  Kron.  I  am  a  social  worker  from 
Henry  Street  Settlement,  New  York  City,  and  I  am  accompanying  a 
group  of  representatives  from  senior  citizens  club  programs  in  four 
New  York  City  settlement  houses. 

These  folks  represent  more  than  2,000  senior  citizens  in  these  pro- 
grams. A  representative  of  each  settlement  house  will  briefly  describe 
their  support  of  H.R.  5710. 

Mrs.  Werbell. 

Mrs.  Werbell.  My  name  is  Mrs.  Sarah  Werbell.  I  represent  400 
elderly  persons  who  are  members  of  a  program  in  the  Henry  Street 
Settlement  known  as  the  Good  Companions. 

All  are  retired  and  living  on  social  security  allowances. 

The  Henry  Street  Settlement  recently  made  a  study  of  205  of  these 
elderly  folks.  Their  average  allowance  was  $66.05  and  the  average 
rent  came  to  $33.40  a  month,  thus  leaving  $32.65  for  all  the  rest — for 
food,  shoes,  clothing,  carfare,  medicines,  eyeglasses,  teeth,  and  above 
all,  presents  for  grandchildren. 

In  spite  of  this,  only  18  people  out  of  this  group  asked  for  supple- 
mental welfare  assistance.  The  interviewers  were  particularly  im- 
pressed by  the  quiet  dignity  of  the  old  people  interviewed. 

If  public  assistance  was  the  only  way  of  increasing  their  budget  they 
would  "just  have  to  manage  with  what  they  had,  thank  you." 

One  of  those  interviewed  is  a  widow-  of  72,  living  alone.  She  re- 
ceives $49  a  month,  plus  $10  a  month  from  a  nephew.  During  a  spell 
of  very  nasty  cold  weather  this  old  lady  was  homebound  without  any 
staples  in  her  home.  She  vehemently  refuses  welfare  assistance  say- 
ing, "I  come  from  nice  educated  people." 

Another  widow  of  78  years,  who  receives  $74  a  month  collected  and 
returned  empty  bottles  and  managed  over  the  years  to  build  up  a  burial 
fund  of  $200. 

A  widower  of  77  lives  alone  on  an  income  of  $47  and  pays  a  rental  of 
$27.  His  married  daughter  brings  him  cooked  food  and  buys  him 
staples.  The  son-in-law  is  a  busdriver.  They  have  three  children. 
They  refused  to  let  the  old  gentleman  apply  for  welfare  assistance. 
"We'll  make  out,"  said  the  son-in-law. 

Every  one  of  the  case  histories  are  shocking.  Social  security  was 
intended  to  bring  dignity  as  well  as  security  to  the  retired  person. 

Social  insecurity  is  a  more  apt  description  of  the  present  allowance. 

Mr.  Chairman  and  members,  we  certainly  support  the  administra- 
tion's plan  to  increase  the  benefits. 

Thank  you. 

The  Chairman.  Thank  you,  Mrs.  Werbell. 
Mrs.  Kron.  Mrs.  Pollock. 

Mrs.  Pollock.  Mr.  Chairman  and  gentlemen  of  the  committee, 
my  name  is  Sarah  Pollock.  I  represent  the  Goddard-Riverside  60-plus 
Club  on  the  west  side  of  Manhattan  in  New  York  City. 

I  have  with  me  the  president  of  our  club,  Mr.  Samuel  Rosenfeld. 

Our  club  has  a  membership  of  300  senior  citizens.  I  have  come  here 
as  a  typical  member  of  this  organization. 

I  am  70  years  old ;  I  retired  from  gainful  employment  over  6  years 
ago  on  a  social  security  payment  of  $87.60  per  month.  From  this  sum 
is  deducted  $3  a  month  for  medicare,  therefore  I  begin  each  month 
with  $84.60. 
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At  the  time  of  my  retirement,  I  had  a  savings  bank  account  of  almost 
$5,000.  Over  the  years  of  no  earnings  and  skyrocketing  prices,  I  now 
have  in  my  account  $1,174  and  some  odd  cents ;  $84.60  does  not  see  me 
through  the  entire  month  and  so  I  have  had  to  draw  on  my  savings 
and  now  I  am  haunted  by  fear. 

What  am  I  to  do  when  the  rest  of  my  savings  are  gone  ?  It  is  no 
comfort  to  know  that  thousands  of  others,  perhaps  millions  of  others 
are  in  like  situation. 

"Freedom  from  fear,"  is  not  one  of  our  freedoms.  Every  morsel 
we  eat,  every  bus  fare,  the  rental  for  the  roof  over  our  heads,  every 
little  social  amenity,  no  matter  how  trivial  the  outlay  is  something  to 
reckon  with  and  worry  about. 

Most  of  us  have  long  since  forgotten  how  it  feels  to  wear  a  new 
garment.  My  coat  is  11  years  old ;  fortunately,  I  do  not  feel  out  of 
countenance  about  this  since  most  of  my  contemporaries  are  similarly 
outfitted. 

Such  is  the  picture  of  our  declining  years;  the  lot  of  the  elderly 
is  not  a  happy  one.  "All  the  world  is  a  stage ;  we  have  our  exits  and 
our  entrances." 

Our  entrances  are  in  the  far  past.  Through  many  years  we  have 
played  our  role  as  loyal  citizens  of  our  country.  "Whence  cometh 
our  help?" 

Gentlemen,  we  look  to  you  and  we  entreat  you  to  make  possible 
for  us  a  pleasant  and  a  dignified  exit. 
Thank  you. 

Mr.  Burke.  Thank  you  very  much,  Mrs.  Pollock. 
Any  other  witnesses? 

Mr.  Adam.  We  have  two  representatives  here  from  Lenox  Hill 
neighborhood. 
Mr.  Burke.  Would  you  identify  yourself  ? 
Mr.  Adam.  Mrs.  Alexander,  and  my  name  is  Ludwig  Adam. 
Mr.  Burke.  Yes ;  you  may  proceed. 

Mr.  Adam.  We  are  members  of  the  Lenox  Hill  Golden  Age  Club, 
in  the  Yorkville  section  of  New  York.  We  have  250  members.  The 
average  income  and  social  security  is  $70  per  month. 

Only  very  few  of  our  members  receive  $125  and  most  of  the  latter 
are  married. 

The  lag  in  social  security  benefits  is  best  shown  by  comparing  the 
increase  in  wages  and  the  cost  of  living.  From  September  1945  to 
1966 :  wages  went  up  49.3  percent ;  cost  of  living  went  up  21.1  percent ; 
and  social  security  benefits  went  up  14.1  percent. 

We  also  made  in  the  year  1965  an  estimate  of  a  minimum  cost  of  a 
budget  for  elderly  couples,  elderly  single  women,  and  elderly  single 
men.  At  the  time  it  was  based  on  the  weekly  amount  and  the  year 
amount. 


Year 

Week 

Married  couple         ... 

$2,337 
1,719 
1,867 

$52. 65 
33. 05 
35.90 

Single  women  

Single  men       ...  .  ...   .     
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This  was  for  October  1965,  when  this  estimate  of  income  was  made. 
It  is  now  much  higher. 

For  example,  my  social  security  number  is  one  of  the  earliest  ones. 
At  that  time,  I  was  one  of  the  youngest  of  all.  The  lady  speaking 
about  young  people  that  pay  in  too  much.  My  number  is  066-01-0154. 
That  is  over  30  years  ago. 

For  example,  I  get  $85.60  social  security  per  month  which  goes  for 
the  following  expenses:  Rent  $32.45;  telephone  $6.60;  light  and  gas 
$5 ;  medical  expenses  $3.61. 

This  amounts  to  $46.66,  which  leaves  me  only  $38.60  for  the  month. 
These  are  my  main  expenses  every  month  and  they  don't  even  include 
food,  clothing,  laundry,  shoe  repairs,  or  other  expenses. 

For  32  years  I  paid  into  social  security.  I  tried  many  times  in  the 
social  security  office.  Last  year,  1966, 1  made  by  working,  $1,100.  How 
long  I  can  do  it,  I  don't  know. 

What  will  I  do  then,  when  I  can't  do  even  this  amount  of  work  ? 

Who  are  we  ? 

We  are  the  ones  where  at.  that  time,  when  the  old  people  needed  the 
help,  that  was  1936,  at  that  time,  with  President  Roosevelt,  we 
went  ahead  and  started  the  social  security. 

This  was  the  main  point  that  such  a  thing  should  never  happen 
again. 

So  we  are  secure  and  not  laying  on  our  friends,  our  children,  and  so 
forth  and  so  on. 

The  20  percent  the  President  of  the  United  States  proposed  is  very 
little.  We  are  helping  people  all  over  the  world.  How  about  the  Fed- 
eral Government  leaving  some  of  the  taxpayers'  money  for  the  old 
elderly  people  ? 

It  is  always  known  here  in  the  United  States  that  charity  begins  at 
home  first. 

This  is  what  I  have  to  bring,  the  message  from  the  Lenox  Hill  Club. 

Mr.  Burke.  Thank  you  very  much.  I  am  very  sorry,  but  we  will 
have  to  interrupt  this  procedure,  until  I  go  over  and  answer  a  rollcall. 

The  other  Members  are  tied  up  over  there  on  the  floor  of  the  House. 
If  you  don't  mind  waiting,  we  will  be  back  in  about  15  minutes. 

Mrs.  Kron.  We  have  1  minute. 

Mr.  Tobin  has  one  minute. 

Mr.  Burke.  All  right,  if  you  want  to  put  all  your  statements  in  and 
they  will  all  be  printed  just  as  though  they  have  been  delivered ;  we  can 
do  that. 

If  you  have  just  1  minute,  I  can  take  that.  I  don't  want  to  miss  a 
rollcall. 

Mr.  Tobin.  All  right,  Mr.  Chairman,  my  name  is  James  F.  Tobin, 
representing  the  Hudson  Guild-Fulton  Senior  Citizens'  Center  in  New 
York  City,  an  organization  of  approximately  800  clues-paying 
members. 

The  Hudson  Guild-Fulton  seniors  support  bill  H.R.  5710  and  sub- 
mit the  attached  brief  statement  for  your  perusal  and  consideration. 

In  view  of  the  time  limit  of  1  minute  allowed  to  speak  I  would  like 
to  include  my  full  statement  for  the  record. 

Mr.  Burke.  Without  objection,  that  will  be  included. 

(The  statement  referred  to  follows:) 
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Statement  of  James  F.  Tobin,  Hudson  Guild-Fulton  Senior  Citizens'  Center, 

New  York  City 

Honorable  Chairman  Wilbur  D.  Mills,  Members  of  the  Ways  and  Means  Com- 
mittee, U.S.  House  of  Representatives. 

My  name  is  James  F.  Tobin,  representing  the  Hudson  Guild-Fulton  Senior 
Citizens'  Center,  New  York  City,  an  organization  of  approximately  800  dues 
paying  senior  citizens  in  an  area  known  as  Chelsea  which  is  one  mile  square 
and  based  on  the  1960  census,  had  54,430  people  of  which  13  percent  or  7,391 
are  65  years  or  older. 

The  Hudson  Guild-Fulton  Seniors  support  bill  HR  5710  and  for  your  con- 
sideration submit  the  following. 

During  year  1966  one  of  the  volunteer  workers  of  the  Hudson  Guild-Fulton 
Senior  Association  interviewed  approximately  200  people  65  or  older  with  the 
view  to  signing  them  up  for  Part  "B"  Medicare  Program.  This  experience  dis- 
closed a  great  number  of  older  people  facing  years  of  insecurity,  loneliness  and 
lack  of  care.  Eight  (8)  of  these  200  people  found  it  necessary  to  have  a  phone 
primarily  for  emergency  situations  such  as  calling  the  police,  calling  the  doctor, 
or  for  household  necessities. 

Statistics  show  that  citizens  65  or  older  do  not  rush  to  homes  for  the  aged. 
For  all  of  us  treasure  our  independence,  being  able  to  do  things  for  ourselves, 
of  feeling  useful  and  wanted  and  living  close  to  friends  and  neighbors  in  the 
late  evening  years  of  life.  In  my  judgment  an  increase  in  Social  Security  bene- 
fits besides  helping  older  people  remain  in  their  homes  and  neighborhoods  it 
is  economically  sound  as  it  eases  the  burden  of  crowding  the  homes  for  the  aged. 

Further,  according  to  the  World  Journal  Tribune,  New  York  City,  March  19, 
1967  living  costs  in  New  York  City  spiraled  upward  5.7  per  cent  in  1966,  the 
biggest  increase  in  the  10  year  history  of  annual  reports  by  the  Community 
Council  of  Greater  New  York. 

In  conclusion  a  nation  which  can  devote  massive  resources  to  reaching  the 
moon,  to  enormous  defense  programs,  to  generous  overseas  aid,  can  surely  do 
more  to  help  citizens  who  in  their  working  lives  contributed  to  the  foundations 
of  America's  present  prosperity.  It  was  they  who  in  spite  of  the  long  agonizing 
years  of  the  depression  and  the  burdens  of  war  raised  their  children  to  become 
citizens  of  today's  Great  Republic. 

In  view  of  the  foregoing,  we  strongly  urge  approval  of  HR  5710  for  a  20% 
overall  Social  Security  increase  to  be  financed  as  outlined  in  the  President's 
message  to  the  Congress  on  January  23,  1967. 

Exhibit  A 

What  the  President  Asks  for  the  Elderly 

Here  are  the  main  provisions  of  President  Johnson's  social  security  proposals : 
A  20  per  cent  overall  social  security  increase. 

For  2,500,000  receiving  minimum  social  security  benefits,  a  59  per  cent  increase 
guaranteeing  individuals  at  least  $70  a  month  and  couples  at  least  $105  a  month. 
Present  minimum  $44  ($66  a  couple) . 

An  increase  to  $100  a  month  for  individuals  and  $150  a  month  for  couples  with 
25  years'  social  security  coverage. 

For  others,  an  increase  in  social  security  benefits  of  at  least  15  per  cent. 

An  increase  from  $35  to  $50  a  month  in  benefits  for  those  age  72  or  over. 
$52.50  to  $75  for  a  couple. 

Medicare  for  1,500,000  disabled  men  and  women  under  age  65  who  are  covered 
under  social  security  or  the  railroad  retirement  systems. 

Social  security  recipients  with  earnings  up  to  $140  a  month  or  $1,680  a  year 
would  get  full  benefits.  Today's  earnings  exemption  is  $125  a  month  or  $1,500  a 
year. 

Increased  benefits  would  be  paid  for  by  : 

An  increase  in  the  social  security  tax  for  cash  benefits  from  4.4  per  cent  to 
4.5  percent  in  1969  and  from  4.85  to  5  per  cent  in  1973. 

A  three-step  increase  in  the  amount  of  annual  earnings  subject  to  the  social 
security  tax — from  the  present  $6,600  a  year  to  $7,800  in  1968,  to  $9,000  in  1971 
and  to  $10,800  a  year  in  1974. 
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An  overhaul  of  the  income  tax  law  that  would  result  in  a  reduction  in  income 
taxes  for  nearly  3,000,000  elderly  poor.  Under  this  proposal,  an  estimated  half 
million  elderly  poor  would  no  longer  have  to  pay  income  taxes. 

Arbitrary  and  unjust  discrimination  in  employment  because  of  a  person's 
age  would  be  forbidden  by  law. 

The  President's  social  security  proposals  are  based  on  these  stark  findings: 

Five  million  three  hundred  thousand  older  Americans  have  incomes  below  the 
poverty  level. 

Only  one  in  five  elderly  men  and  women  has  a  job.  Often,  the  elderly  work 
for  pitifully  small  wages. 

More  than  2,000,000  elderly  are  on  welfare. 

The  President  declared  that  these  figures  represent  a  national  challenge. 

Exhibit  A-l 
Chelsea,  the  Area — The  People 

On  the  map,  Chelsea  may  seem  like  any  other  district  in  Manhattan.  But,  by 
getting  to  know  it,  you  will  find  that  it  is  a  square  mile  with  a  heart  in  which 
Hudson  Guild  is  the  focal  point.  Here  you  will  find  the  whistles  of  freighters 
and  transatlantic  liners,  the  hum  of  machinery  in  heavy  and  light  industry,  the 
roar  from  the  truck  terminals  and  trains  at  Penn  Station,  and  the  ringing  of 
church  bells.  Throughout  the  area  are  churches  and  synagogues,  schools,  tene- 
ments, an  increasing  number  of  rehabilitated  dwellings,  new  housing,  and  Hudson 
Guild. 

Sixty-one-thousand  first  second  and  third  generation  Americans,  coming  from 
almost  every  country  in  the  world  live  in  Chelsea.  They  belong  to  the  major 
religious  denominations.  And,  when  new  public  housing  in  the  area  is  completed 
and  occupied  it  appears  that  racial  and  ethnical  distribution  will  be  well 
balanced.  Through  advanced  planning,  frequently  fostered  by  the  Guild,  popu- 
lation changes  have  been  anticipated  and  a  racial  balance  maintained  by  and 
large ;  neighbor  continues  to  respect  neighbor  and  work  together  for  a  common 
goal. 

The  number  of  children  in  the  area  has  increased  62%  from  1940  to  1960  and 
the  ratio  continues  to  increase.  The  elderly,  65  years  and  over,  have  increased 
66%  during  the  same  period  and  continue  to  grow  in  number.  Always  on  the 
alert,  the  Guild  has  systematically  planned  programs  to  meet  this  phenomenal 
expansion. 
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'  Appesdix  3  (Continued) 

II.  Lower  West  Side  Census  Tract  Map 
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Exhibit  A-3  1 


Lower  West  Side  Community  Progress  Center,  New  York,  N.Y. 
Table  1. — Lower  West  Side  total  population,  65  years  and  older 


1960 
total 
population, 
all  ages 

65  years  and  over 

Both  sexes 

Male 

Female 

1960 
total 

Percent 
of  total 
population 

Lincoln  Square    . 

46, 060 
65, 698 
56, 430 
92, 180 

3, 682 
5,175 
3,736 
6,174 

4, 611 
5, 131 
3, 655 
5,371 

8, 293 
10, 306 

7, 391 
11,545 

18.0 
15.6 
13.0 
12.5 

Clinton  _   

Chelsea.    .      ...  -  -  .-     

Greenwich  Village                -.-  ------ 

Total,  Lower  West  Side  

260, 368 

18,  767 

18,  768 

2  37,  535 

14.4 

1 18  percent  of  elderly  in  Manhattan  reside  on  the  Lower  East  Side. 

2  Tables  compiled  by  Elizabeth  M.  Stecher,  based  on  1960  census  tract  data. 

Table  2. — Lower  West  Side  total  population,  60  years  and  older  1 

1960 
total 
popu- 
lation, 
all  ages 

60  years  and  over 

Both  sexes 

Male 

Female 

1960 
total 

Percent 
of  total 
popu- 
lation 

Lincoln  Sq    

Clinton  

Chelsea    

Greenwich  Village  

46, 060 
65, 698 
56,430 
92, 180 

5,487 
8,333 
5,822 
9,836 

6, 570 
7,552 
5, 509 
8,306 

12, 057 
15,885 
11,331 
18, 142 

16.1 
24.1 
20.0 
19.6 

Total,  Lower  West  Side  

260, 368 

29, 478 

27, 937 

57, 415 

22.0 

1 18  percent  of  elderly  in  Manhattan  reside  on  the  Lower  West  Side. 


Table  3. — Rank  of  Lower  West  Side  to  New  York  City  (5  boroughs)  ,x  percentage  of 

elderly  to  total  population 


Total 
population, 
all  ages 

Both  sexes  over  65 

Both  sexes  over  60 

1960  total 

Percent  of 

total 
population 

1960  total 

Percent  of 

total 
population 

Lower  West  Side  

Manhattan  

Bronx  

Brooklyn  

Queens  

Richmond  

New  York  City  

260, 368 

37, 535 

14.4 

57,415 

22.0 

1,698,281 
1,424,803 
2,627,303 
1,809,566 
221,991 

207,700 
152,403 
259,158 
174,032 
20, 534 

12.2 
10.7 
9.9 
9.6 
9.2 

314, 061 
232,159 
394,376 
272,  045 
30,  011 

18.5 
16.3 
15.0 
15.0 
13.5 

7, 781,984 

813,827 

10.5 

1,242,652 

16.0 

1  "Older  Population  of  New  York  City,"  Community  Council  of  Greater  New  York,  June  1964. 
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Exhibit  B 

[From  World  Journal  Tribune,  New  York,  Mar.  19,  1967] 
City  Living  Costs  Rose  5.7  Percent  in  1966 
(By  Joe  P.  Faulkner) 

Living  costs  in  New  York  City  spiraled  upward  5.7  percent  from  October,  1965, 
to  October,  1966,  the  biggest  increase  in  the  10-year  history  of  annual  reports  by 
the  Community  Council  of  Greater  New  York. 

This  was  disclosed  yesterday  by  "Annual  Price  Survey,"  published  by  the 
Council's  Budget  Standard  Service's  research  department.  The  report  showed 
that  food  costs  soared  seven  percent  for  the  12-month  period,  with  eggs,  milk  and 
dairy  products,  meats,  fresh  fruits  and  vegetables  all  pegged  at  higher  prices. 

Exhibit  C 

The  two-page  form  1040  may  be  all  that  most  taxpayers  will  need  to  fill  out, 
but  where  there  are  other  kinds  of  income  than  wages,  salaries,  divdends  and 
interest,  other  forms  may  have  to  be  filed.  The  time  to  get  these  forms  is  before 
starting  the  job  of  filing. 

These  can  be  obtained  from  any  IRS  office  and  most  banks. 

This  is  the  last  year  the  65  and  older  can  deduct  in  full  their  medical  bills,  in- 
cluding drugs.  After  this  year's  filing  of  the  return,  the  old  1  percent  (on  drugs) 
and  3  percent  (on  all  other  medical  expenses)  limitations  will  apply. 

Now  unreimbursed  medical  bills,  including  drugs,  are  fully  deductible  if  either 
husband  or  wife  is  over  65.  Bills  for  a  dependent  over  65  also  are  fully  deductible 
by  the  person  providing  more  than  half  the  support. 

An  itemized  list  of  medical  and  dental  expenses  or  form  2948  must  be  filed, 
listing  names  of  amounts  paid  to  each  doctor,  dentist,  nurse  and  hospital. 

Exhibit  D 

IV.  Health  Considerations  in  Choosing  a  Retirement  Home 

The  question  of  where  to  live  in  retirement  is  one  that  involves  many  con- 
siderations, only  one  of  which  is  health. 

Most  people  will  continue  to  live  in  the  community  where  they  spent  their  most 
productive  years.  They  may  decide  to  move  into  smaller  and  less  expensive 
quarters,  or  they  may  elect  to  live  in  their  old  home.  For  older  people,  the 
following  factors  enter  into  the  decision  of  where  to  live :  stair  climbing  should 
be  avoided  if  possible ;  maintenance  should  be  minimal ;  safety  hazards  should  be 
eliminated ;  labor-saving  devices  should  be  utilized  whenever  possible ;  accessibil- 
ity to  shopping  centers,  the  church  of  one's  choice  and  other  facilities  of  interest 
to  older  people  should  be  considered. 

Some  people  may  choose  to  move  to  a  new  location  after  they  retire.  Health 
considerations  seldom  are  the  deciding  factor  in  making  such  a  move.  Some 
patients  with  severe  allergic  diseases  (asthma,  hay  fever)  and  some  who  are 
plagued  with  rheumatic  diseases  may  find  a  change  of  climate  beneficial.  Before 
leaving  a  community  where  one  is  known,  investigate  the  proposed  new  home 
community  in  respect  to  its  attitude  toward  newscomers,  the  opportunities  for 
community  activities,  part-time  employment,  and  proximity  to  old  friends  and 
relatives.  The  availability  of  health  and  medical  facilities,  especially  those 
for  the  chronically  ill,  should  also  be  considered. 

Not  infrequently  a  problem  arises  about  the  residence  of  older  persons — should 
they  live  alone,  with  relatives,  with  non-relatives,  or  in  a  home  for  older  people. 
There  is,  of  course,  no  single  answer  to  this  problem,  since  so  many  factors  are 
involved. 

The  majority  of  older  people  live  in  their  own  homes,  and  only  a  small  number 
are  in  homes  for  older  people.    A  recent  survey  indicates  that  69  percent  of  people 
over  the  age  of  65  live  in  their  own  household,  either  alone  or  with  a  relative 
or  a  friend;  25  percent  live  with  others,  either  relatives  or  non-relatives;  and 
only  6  percent  live  in  homes  for  the  aged,  rooming  houses  or  other  institutions. 

Some  people  have  a  prejudice  against  living  in  a  home  for  older  persons.  This 
is  unfortunate,  because  a  well  run  old  folks  home  may  be  the  best  solution  for 
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the  difficult  problem  of  where  to  live.  A  good  home  of  this  sort  should  offer 
pleasant  surroundings,  have  a  sympathetic  staff,  afford  privacy  as  well  as  op- 
portunities for  social  contacts  with  other  occupants,  permits  the  older  person 
to  have  the  use  of  cherished  objects  such  as  pieces  of  furniture,  and  be  conven- 
iently available  so  that  friends  and  relatives  can  visit  often. 

Mr.  Tobin.  I  will  conclude  with  the  statement  that  the  Nation  can 
surely  do  more  to  help  citizens  who  in  their  working  lives  contributed 
to  the  foundations  of  America's  present  prosperity. 

It  was  they  who  in  spite  of  the  long  agonizing  years  of  depression 
and  the  burdens  of  war  raised  their  children  to  become  citizens  of 
today's  Great  Eepublic. 

Hud,son  Guild-Fulton  seniors  urge  approval  of  H.E.  5710  for  a  20- 
percent  overall  social  security  increase  to  be  financed  as  outlined  in  the 
President's  message  to  the  Congress  on  January  23, 1967. 

Thank  you  for  allowing  me  to  present  my  statement  to  the  commit- 
tee. 

Mr.  Burke.  Does  that  conclude  all  of  your  comments  ? 
Mrs.  McDonough.  One  minute.  That  is  all. 

Mr.  Burke.  Mrs.  McDonough,  I  have  a  cousin  by  the  name  of 
McDonough. 

You  may  proceed. 

Mrs.  McDonough.  My  name  is  Ethel  McDonough ;  I  am  a  member 
of  the  Hudson  Guild-Senior  Center.  For  the  past  year,  I  have  been 
meeting  senior  citizens  for  medicare  and  more  recently  seeking  out  the 
lonely,  and  the  homebound  senior  citizens  in  the  Chelsea  area  as  a 
community  aid. 

During  the  past  year  ,  I  have  interviewed  and  talked  to  more  than 
800  people  over  65  years  of  age.  A  common  need  is  for  increased  social 
security  since  this  is  the  only  income  for  so  many  of  our  members. 

An  example  is  as  follows : 

Mr.  C.  —  age  75.  His  social  security  is  $78  per  month.  He  lives  in 
a  furnished  room  paying  $15  per  week.  He  walks  25  blocks  to  have 
lunch  at  the  Hudson  Guild-Fulton  Center  for  15  cents  and  buys  two 
sandwiches  for  5  cents  each  for  his  supper. 

He  claims  if  he  had  a  little  more  social  security  he  could  live  much 
better.  He  refuses  welfare  help. 

You  can  see,  gentlemen,  this  is  only  one  person  who  could  be  helped 
by  more  social  security.  There  is  a  demand  for  an  immediate  increase 
in  social  security  and  I  think  that  the  President's  bill  for  an  increase 
of  20  percent  should  be  passed. 

Thank  you. 

Mr.  Burke.  Thank  you  very  much,  Mrs.  McDonough. 

I  want  to  compliment  this  last  group  that  appeared  here.  Your 
testimony  was  excellent,  and  provides  some  real  basic  examples  of  what 
we  are  trying  to  get  before  the  committee. 

I  am  sorry  that  I  have  to  answer  that  rollcall  or  I  would  give  you 
more  time. 

Mrs.  Kron.  They  are  finished,  Mr.  Chairman. 
Thank  you. 

Mr.  Burke.  Is  Mr.  Sullivan  here  ? 

Mr.  Sullivan.  Mr.  Chairman,  I  would  like  to  say  before  I  start  

Mr.  Burke.  Are  you  Mr.  Sullivan  ? 
Mr.  Sullivan.  Yes. 
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Mr.  Burke.  I  will  have  to  hold  you  up,  because  I  will  miss  that,  roll- 
call.  If  you  want  to  wait  here  for  about  15  minutes. 
Mr.  Sullivan.  I  have  to  get  my  car. 

Mr.  Burke.  If  you  want  to  put  your  statement  in  the  record  

Mr.  Sullivan.  Yes,  I  can  wait. 
Mr.  Burke.  Do  you  want  to  wait  ? 
Mr.  Sullivan.  Yes. 

Mr.  Burke.  I  will  rush  back  as  soon  as  I  can.  I  am  very  sorry. 
Mr.  Sullivan.  OK. 
(Off  the  record.) 

The  Chairman.  The  Chair  understands  that  you  had  not  completed 
your  statement,  Mr.  Sullivan,  so  you  may  resume,  if  you  will. 

STATEMENT  OF  CLIFF  SULLIVAN,  INDIANAPOLIS,  IND. 

Mr.  Sullivan.  Mr.  Chairman,  I  would  like  to  say,  before  I  start 
this,  that  I  believe  it  would  save  the  Government  billions  of  dollars  a 
year  by  enactment  of  this  section  of  social  security.  Here  it  is,  I  have 
it.  I  would  like  to  state  my  views  on  social  security  programs. 

First,  the  newly  proposed  minimum  of  $70  per  month  as  I  see  it  is 
still  hardly  adequate. 

The  plan  that  I  hereby  propose  would  pay  all  the  American  citizens 
above  the  age  of  60  years  who  would  agree  to  retire  from  gainful  em- 
ployment $244  a  month.  This  would  approximately  be  $56  per  week 
which  would  be  equal  to  the  Federal  minimum  wage  law  that  took 
effect  February  1,1967. 

My  proposal  would  be  financed  by  a  2  percent  on  all  national  gross 
income  above  $2,500  per  year.  I  would  like  to  explain  this  2-percent 
gross  income  this  way.  Like  a  little  boy  flying  his  kite  in  the  air,  he 
uses  a  strip  of  cloth  attached  to  the  kite  to  stabilize  it  while  it  is  in 
the  air.  So  I  feel  this  gross  income  tax  of  2  percent  would  stabilize 
our  business  economy. 

Also  for  the  protection  of  the  ones  who  would  be  drawing  social 
security,  as  soon  as  they  receive  their  check  each  month  they  would  take 
it  to  the  bank  and  deposit  it,  thereby  checks  can  be  written  against 
that  deposit  for  all  goods  and  services  during  that  current  month. 

Probably  as  much  as  5  percent  of  the  amount  of  each  month's  deposit 
to  be  drawn  in  cash  only. 

At  the  time  decided  on  by  the  House  Ways  and  Means  Committee 
any  balance  of  the  month's  deposit  left  in  the  bank  would  revert  back 
to  the  Government,  and  as  I  have  said  many  times,  under  this  program, 
in  the  neighborhood  of  20  million  people  would  receive  it  and  if  they 
left  $5  even,  on  the  average,  that  would  be  $100  million  on  the  month 
on  the  Federal  debt,  saved  on  the  Federal  debt. 

On  the  poverty  program,  I  believe  that  their  appropriations  could 
be  cut  greatly.  Under  this  bill,  with  $224  a  month,  or  $448  for  a  couple, 
they  could  repeal  the  medicare  bill.  They  would  have  money  there 
for  their  medicare  program,  right  in  their  social  security  check.  They 
could  repeal  or  drastically  rouse  the  Job  Corps. 

Now  there  is  in  the  neighborhood  of  12  million  that  is  over  the  age 
of  60,  and  if  5  million  of  those  retired  from  gainful  employment, 
like  myself,  I  will  be  64  in  November,  there  would  be  jobs  for  all  of 
the  boys  in  the  Job  Corps,  and  all  of  the  idle  boys. 
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Therefore,  you  would  cut  teen-age  crime  greatly,  because  if  they 
were  working,  they  wouldn't  be  out  in  crime,  and  that's  the  only  way 
that  I  see  that  you  are  going  to  get  these  young  boys,  to  a  great  extent, 
to  refrain  from  crime,  is  to  give  them  a  job. 

I  went  to  work  when  I  was  12  years  old,  gave  up  school  when  I  was 
12  years  old.  I  have  been  working  for  one  firm  41  years,  in  Indianapo- 
lis, the  Link  Belt  Co.  I  have  been  there  since  1926,  and  I  am  up  to 
the  limit  where  I  am  ready  to  retire,  myself. 

I  will  be  64  years  old  in  November. 

That,  Mr.  Chairman,  is  just  about  all  that  I  have  to  say,  but  it  would 
give  a  greater  social  security  to  the  people,  it  would  be  a  low-based 
tax  of  2  percent,  instead  of  a  graduated  tax  that  is  going  on  up  all 
the  time.  It  would  stay  at  2  percent,  but  it  would  be  attached  to  our 
national  gross  income. 

That  way,  I  feel  that  it  would  stabilize  our  national  economy,  by 
placing  that  on  to  our  national  gross  income.    That  is  all  I  have  to  say. 

The  Chairman.  Thank  you,  Mr.  Sullivan,  for  bringing  to  us  your 
views  on  this  matter.    We  appreciate  your  doing  it. 

Mr.  Sullivan.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Certainly  they  will  be  considered  by  the  committee. 
Without  objection,  the  committee  adjourns  until  10  o'clock  in  the 
morning. 

(Whereupon,  at  5  :30  p.m.,  the  committee  adjourned  to  reconvene  at 
10  a.m.,  Thursday,  April  6, 1967.) 
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